

[image: ]MM255 Business Math and Statistical Measures

[bookmark: _GoBack]Future Value and Present Value

Question 1
	Period
	7 Months

	Total Compounding Periods (Monthly)
	7

	Annual Rate
	6.60%

	Period Rate
	0.55%

	Investment
	                  $ 2,300.00 

	Future Value
	$ 2,390.02 

	Total Interest
	 $ 28.00 



Question 2
	Period
	7 Years

	Total Compounding Periods (Quarterly)
	28

	Annual Rate
	8.00%

	Period Rate
	2.00%

	Investment
	       $ 195,000.00 

	Future Value
	$ 339,499.72 

	Total Interest
	$ 144,499.72 



a) Calculate the FV (Future Value) using the “Future Value or Compound Amount of $1.00”
FV = $1.00 (1 + R) N
= 1.74102

= 1.74102 × $195,000
= $339,499.72

b) The FV (Future Value) using the formula:
 
FV = P (1 + R) N
= $195,000 (1 + 0.02) 28
= $339,499.72

c) Interest earned on the investment
Total Interest = $ 144,499.72



Question 3
	Period
	55 days

	Total Compounding Periods (Daily)
	55

	Annual Rate
	6.00%

	Period Rate (365 days in a year)
	0.02%

	Investment
	       $ 315,000.00 

	Future Value
	$ 317,860.62 

	Total Interest
	$ 2,860.62 



a) Interest earned on this investment
Total Interest = $2,860.62

b) Money to invest in the startup after 55 days
Amount available for Investment after 55 days = $317,860.62
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	Period
	29 Years

	Total Compounding Periods (Annually)
	29

	Annual Rate
	4.00%

	Period Rate (Annually)
	4.00%

	Investment
	       $ 203,613.65 

	Future Value
	$ 635,000.00 

	Total Interest
	$ 431,386.35 



a) Calculate the PV (Present Value) using the “Present Value of $1.00” table in your textbook.
PV = $1.00 ÷ (1 + R) N
= 0.32065
= 0.32065 × $635,000
= $ 203,613.65

b) Calculate the PV (Present Value) using the formula: 
PV = FV / (1 +R)N
= $635,000 / (1+0.04)29
= $ 203,613.65

c) How much interest did you earn over the life of the investment?
Total Interest Earned = $431,386.35
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