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1. True
2. True 
3. False
4. True
5. True
6. False
7. C; present cash flows compounded into the future. 
8. C; a stream of equal payments that continue forever.
9. D; Compounding.
10. A; an Ordinary annuity
11. B; An amortized loan
12. B; Present value = Future value / (1 + rate) ^periods
Present value = 1000 / (1 + 0.06) ^ 10
Present value = 1000 / 1.79085
Present value = $558.39

13. Present value = Future value / (1 + rate) ^periods
PV=1000/(1+0.005)^120=1000/1.819397=549.63
Therefore none of the answers listed above is within $ 0.10 of the answer
14. B
15. D
16. A
17. B; Increase
18. A; A) $700 $500 $300 (All cash flows have a time value of money element. This means that a dollar in one period is not equal to a dollar in another period when there exists a positive interest rate.)

19. A
20. A; Increase the discount rate by 2%
21. Future value = present value * (1 + rate) ^periods
     FV= 7794798739*(1.011) ^50= 13469847710

22. Present value = Future value / (1 + rate) ^periods
        Present value/future value= (1+r)^45=3.45/0.50=6.9
          45log (1+r) =log 6.9    1+r=1.044
          Rate=4.4
23. Future value=P [((1+r)n-1)/r
Future value=500[{(1.0675)20-1}/0.0675] =19946.79
24. for the first 20 years
Future value=P [((1+r) n-1)/r
Future value=500[{(1.0675)20-1}/0.0675] =19946.79
For the next 25 interest is compounded annually on this amount
FV= P (1+r) n=19946.79(1.0675)25=102110.43
25. Amount=P (1+r) n
 n=365*40=14600
r=6.25/365=0.0171/100=0.000171
Amount=750(1.000171) ^14600=9134.92
26. Down payment=0.15*28200=4230
P= 28200-4230=23970
Monthly payment =P*r (1+r) n 
                               (1+r) n-1
Monthly payment= {23970*0.0053(1.0053) ^60}/1.0053^60-1
                              =174.455/0.3732 =467.43

27. Monthly payment =P*r (1+r) n 
                               (1+r) n-1
PFMT= {2420*0.01883(1.01883)36}/1.0188336-1=89.192/0.9573=93.17
Net amount paid=93.17*36=P3354.12

28. PV=cash flow/discount rate= 1000/0.0695=14388.49
29. Future value of annuity={pmt*[(1+r)n-1)]*(1+r)}/r
                                     Pmt=(FV*r)/ [(1+r)n-1)]*(1+r)]        
                                     Pmt=1000000*0.008875/[(1.008875^456-1)(1.008875)]
                                    Pmt=8875/54.7272=162.17

30. Future value=CF1*(1+r) + CF2*(1+r) 2+CF3 (1+r) 3+ CF4 (1+r) ^4+CF5 (1+r) ^5
      FV=1000*1.1+4000*1.1^2+9000(1.1) ^3+5000(1.1) ^4+2000(1.1) ^5
FV=1100+4840+11979+7320.5+3221.02=28460.52 at the end of year 5
At the end of year 6 fv=1.1*28460.52=31306.57

31. FV=7500(1.125) ^45=1502881.62
32. Amount=P (1+r) n
    r=0.00015555, n=360*9/12=270, p= 14000
Amount=14000(1.00015555) ^270=14600.48
Interest=14600.48-14000=600.48
33. P=20000,t=14,r=0.0675
       Amount=20000*e14*0.0675=51456.27
34. A=P (1+RT)
R= {A-P}/Pt= {650000-57200}/57200*15=0.6909=69.09

35. Monthly payment =P*r (1+r) n 
                               (1+r) n-1

PMT=2850000*0.0659(1.0659) ^20         =673068.892/2.58368=260507.82
             1.0659^20-1
36. Amount=P (1+r) n
    r=6/4=1.5, p=126250, t=26
Amount =126250(1.015) ^26=185929.58
37. Future value=CF1*(1+r) + CF2*(1+r) 2+CF3 (1+r) 3+ CF4 (1+r) ^4+CF5 (1+r)^5
      FV=6000*1.1+5000*1.1^2+4000(1.1) ^3+3000(1.1) ^4+2000(1.1) ^5
Fv=6600+6050+5324+4392.3+32221.02=25587.32
Amount=P (1+r) n        p=25587.32/ (1.1) ^5=15887.71


38. Present value=cf1/1.08+cf2/ (1.08) ^2+cf3/(1.08)^3+cf4/1.08^4+cf5/1.08^5+cf6/1.08^6+cf7/1.08^7
PV=12500/1.08+10000/1.08^2+7500/1.08^3+5000/1.08^4+2500/1.08^5+1000/1.08^6+500/1.08^7=32964.89
39. [image: A B с 1 Down payment $1,000.00 2 PV of monthly payments $12,292.45 =PV(3.75%/12,5*12,-225,0,0) 3 Cost of the car $13,292.45]
40. Amount=P (1+r) n
Amount =20000, P=5000, r=0.7146%=0.007146
20000/5000=1.007146^n=4
Nlog 1.007146=log4
N=194.7 months=16.2 years
41. Calculating Time period,
Using TVM Calculation,
N = [PV = 5,000, PMT = 50, FV = -7,500, I = 0.04/12]
N = 35.39
Time Period = 35.39/12 = 2.95 years

42. To calculate how much should you be willing to lend Ratchet and Clank today-
Present Value = [image: CF13 CF1 (1+r) + CF5 CF9 + (1+r) 5 (1 + r) (1 + r)13]
Present Value = [image: 5,000 (1 + 0.075)2 10,000 (1 +0.075)5 15, 000 (1 + 0.075) 21,000 (1 + 0.075)13]
Present Value = $5,000 * 0.8653 + $10,000 * 0.69656 + $15,000 * 0.5216 + $21,000 * 0.3906
Present Value = $4,326.66 + $6,965.6 + $7,823.75 + $8,201.80
Present Value = $27,317.81

43. (5000x (1.095) ^28 ) + (3500 x (1.095) ^ 27 )+ (3500 x (1.095) ^ 26 ) + (3500 x (1.095) ^ 25 ) + (5000x (1.095) ^ 24 ) + (5000 x (1.095) ^ 23 ) + (5000x (1.095) ^ 22 ) + (5000x (1.095) ^ 21 ) + (4250x (1.095) ^ 20 ) + (4250x (1.095) ^ 19) +(4250x (1.095) ^ 18 ) + (4250x (1.095) ^ 17 ) + (4250x (1.095) ^ 16)
= $ 439,592.1362

44. PV=FV*[1/(1+r)n
    PV=18500*1/1.2837=14411.47 yearly
Cumulatively for 6 years would be 14411.47*6=86468.82
45. PMT =r*p/ [1-(1+r)^-n]
1-(1+r)^-n=(0.0425*31000)/596.59=2.208
-1.208= (1+r)^-n

46. PV = Amount of loan = $5,832,000 - $750,000 = $5,082,000
n = 60 months
r = Monthly Interest rate = 4.75%/12 = 0.39583333%
Monthly Loan Payment = [r*PV] / [1 - (1+r) ^-n]
= [0.39583333% * $5,082,000] / [1 - (1+0.39583333%) ^-60]
= $20,116.25 / 0.211033316
= $95,322.62688
Therefore, monthly loan payment is $95,322.63

47. X = Payments made = 48 months
n = 60 months
r = Monthly Interest rate = 4.75%/12 = 0.39583333%
P = Monthly loan payment = $95,322.63
Balance at the end of 48th payment = P * [1 - (1+r) ^-(n-x)] / r
= $95,322.63 * [1 - (1+0.39583333%) ^-(60-48)] / 0.39583333%
= $95,322.63 * 0.046300109 / 0.0039583333
= $434,475.2169

48. Interest payment over entire term of loan = (60 months * $95,322.63) - $5,082,000
= $5,719,357.80 - $5,082,000
= $637,357.80
Therefore, interest payment over entire term of loan is $637,357.80

49. P1 = Annual Amount required during retirement = $175,000
P2 = Amount available in savings account = $10,000
n1 = 25 years
n2 = 65 - 30 = 35 years
n3 = 65-25 = 40 years
r = Interest rate = 10.75%
Amount required at retirement = P1 * [1 - (1+r)^-n1] / r
= $175,000 * [1 - (1+10.75%)^-25] / 10.75%
= $175,000 * 0.922123464 / 0.1075
= $1,501,131.22
FV = Amount required to save for retirement = Amount required at retirement - [P2 * (1+r)^n3]
= $1,501,131.22 - [$10,000 * (1+10.75%)^40]
= $1,501,131.22 - [$10,000 * 59.3949329]
= $1,501,131.22 - $593,949.329
= $907,181.891
Amount required to save each year = [r*FV] / [(1+r)^n - 1]
= [10.75% * $907,181.891] / [(1+10.75%)^35 - 1]
= $97,522.0533 / 34.6476349
= $2,814.63752
Therefore, amount required to save each year is $2,814.64
50. CF0 = $5,500
CF1 = $1,000
CF2 = $950
CF3 = $875
CF4 =?
CF5 = $850
r = Discount rate = 3.25%
CF0 = [CF1 / (1+r) ^1] + [CF2 / (1+r) ^2] + [CF3 / (1+r) ^3] + [CF4 / (1+r) ^4] + [CF5 / 91+r)^5]
$5,500 = [$1,000 / (1+3.25%) ^1] + [$950 / (1+3.25%) ^2] + [$875/ (1+3.25%) ^3] + [CF4 / (1+3.25%)^4] + [$850 / (1+3.25%)^5]
$5,500 = [$1,000 / 1.0325] + [$950 / 1.06605625] + [$875/ 1.100703078] + [CF4 / 1.136475925] + [$850 / 1.173411396]
$5,500 = $968.5230024 + $891.1349659 + $794.9464459 + 0.87991305 CF4 + $724.3836246
0.87991305 CF4 = $2,121.011961
CF4 = $2,410.479037	
Thus, CF4 is $2,410.48
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