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 MBA 5050                                                                                                                      Prof. Rafael Navarro-Pizarro
Act. 4.1 – Present and future value 
Value 75 points 
Every answer should have the detailed procedure

Differentiate the simple interest of compound interest. Assume that you make a deposit of $2.000 with a simple interest of 7% to 2 years. Determine the accumulated interest at the end of the second year.  Write your answer in the space provided.
The simple interest on $2,000 invested at 7% for 2 years is 

$ 280







Problem 1:
Determine the future value (FV) of the $2.000 deposit to a simple interest of 7% to 2 years. 
Present the complete calculations.

The future value of the deposit is $ 2,280








Problema 2:  Present the complete calculations for each situation: 
Calculates the future value of the following amounts deposited today if they have an annual compound interest as shown below:

	Situation
	Deposit Amount 
	Interest rate
	Deposit periods (in years)

	A
	$  500
	6%
	10

	B
	6,500
	8
	7

	C
	11,000
	9
	10

	D
	20,000
	7
	12

	E
	38,000
	12
	5

	F
	40,000
	10
	12





The equation for the future value is 

Situation A



Substitute , , and into the equation for future value

$ 895.42


Situation B



Substitute , , and into the equation for future value

$ 11,139.86


Situation C



Substitute , , and into the equation for future value

$ 26,041.00


Situation D



Substitute , , and  into the equation for future value

$ 45,043.83



Situation E



Substitute , , and  into the equation for future value

$ 66,968.98



Situation F



Substitute , , and  into the equation for future value

$ 125,537.14



Problem 3: Present the complete calculations for each situation:
Calculates the present value of the following amounts assuming that the cash flow is received at the end of each specified period:

	Situation
	Cash flow
	Discount rate
	End of period (years)

	A
	$15,000
	9%
	9

	B
	19,000
	12%
	12

	C
	7,000
	9%
	10

	D
	45,000
	7%
	50

	E
	9,500
	7%
	15










The equation for the present value is 

Situation A



Substitute , , andinto the equation for present value

$ 6,906.42


Situation B



Substitute , , andinto the equation for present value

$ 4,876.83


Situation C



Substitute , , andinto the equation for present value

$ 2,956.88



Situation D



Substitute , , andinto the equation for present value

[bookmark: _GoBack]$ 1527.65


Situation E



Substitute , , andinto the equation for present value

$ 3,443.24
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