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Case7 It’s Better Late Than Never!

If Ryan starts his retirement savings plan from January of
next year by coatributing the maximum allowable amount
into the firm’s voluntary retirement savings program, how
much money will he have accumulated for retirement,
assurning he retires at age 657 Assume that the rate of retumn
on the account is 7% per year, compounded monthly and that
the maximum allowable contribution does not change..

How much would Ryan have to save each month, starting
from the end of the next month, in order to accumulate
enough money for his wedding expenses, assuming that his
Investment fund is expected to yield a rate of return of 7%
per year?

If Ryan starts saving immediately for the 20% down payment
on his house, how much additional money will he have to
save each month? Assume an investment rate of return of 7%
per year.

If Ryan wants to have a million dollars (in terms of today’s
dollars) when he retires at age 65, how much should he save
In equal monthly deposits from the end of the next month?
Ignore the cost of the wedding and the down payment on the
house, Assume his savings earn a rate of 7% per year
(A.P.R)).

If Ryan saves up the million dollars (in terms of today’s
dollars) by the time of his retirement at age 65, how much
can he withdraw each month (beginning one month after his
retirement) in equal dollar amounts, if he figures he will live
up to the age of 85 years? Assume that his investment fund
vields a nominal rate of return of 7% per year.
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After preparing a detailed budget, Ryan estimates that the
maximum he will be able to save for retirement is $300 per
month, for the first five years. After that he is confident that
he will be able to increase the monthly saving to $500 per
month until retirement. If the account provides a nominal
annual return of 7%, how much money will Ryan be able to
withdraw per month during his retiremnent phase?

What is the lesson to be learned from this case? Explain.



