Chapter 5 Problems – I need step by step on what you did to get the answers to the problems. 
The class is Finance
5-3 - Future Value of Annuity – what is the future value of $900 annuity payment over five years if interest rates are 8 percent?  (LG5-2)
Future value of Annuity = Annuity payment*((1+r) ^n-1)/r
Future value of Annuity = 900*((1+0.08) ^5-1)/0.08
Future value of Annuity = 5,279.94
5-7 – Present Value of Annuity – What’s the present value of a $900 annuity payment over five years if the interest rates are 8 percent? (LG5-4)
V = {(Annuity payment) [1-(1+r) ^-t]}/r
V = {(900)[1-(1+0.08)^-5]}/0.08
= {(900) [(1.08) ^5-1]}/ (1.08) ^5*0.08
= $3593.44
5-9- - Present Value of a Perpetuity – What’s the present value when interest rates are 7.5 percent, of a $50 payment made every year forever? (LG5-5)
PV = Payment / r 
= $50 / 7.5 % = $666.67
5-13- Future Value of an Annuity Due – if the future value of an ordinary, 7 year annuity is $6,500 and interest rates are 7.5 percent, what is the future value of the same annuity due? (LG5-6)
FVA Due = Present Value of ordinary Annuity*(1+i)
FVA (7) Due = $6500*(1+0.075) = $6987.5
5-19- Future Value of Multiple Annuities – Assume that you contribute $200 per month to a retirement plan for 20 years. Then you are able to increase the contribution to $300 per month for another 30 years.  Given 7 percent interest rate, what is the value of your investment plan after the 50 years? (LG5-2)
Future value of Annuity = Annuity payment*((1+r) ^n-1)/r
First 20 years the sum generated = 200*((1+0.07/12) ^20*12-1)/0.07/12 = $104,185.33
First 20 years the sum generated = 300*((1+0.07/12) ^30*12-1)/0.07/12 = $1,211,611.28
5-29- Future and Present Value of an Annuity Due – If you start making $50 monthly contributions today and continue then for five years, what’s their future value if the compounding rate is 10 percent APR? What is the present value of this annuity? (LG5-6)
Future value of Annuity = Annuity payment*((1+r) ^n-1)/r
 FVA = (1+r)*P [(1+r) ^n -1]/r
	= (1+0.10/12)*50[(1+0.10/12) ^60 -1]/0.10/12 = $3,903.69
PVA due = P+P [(1-(1+r) ^-(n-1))/r]
	 = 50+50[(1-(1+0.1/12)^-(60-1))/0.1/12 = $2,373.09
5-33- Annuity Interest Rate – What’s the interest rate of a 6  year, annual $5,000 annuity with present value of $20,000? (LG5-8)
Solution 
PVA = PMT*[(1-(1+r) ^-n)/r]
$20,000 = $5,000 * [(1-(1+r) ^-6)/r] = 0.12978
	= 12.98%
5-39- Loan Payments- You wish to buy a $25,000 car. The dealer offers you a 4 year loan with a 9 percent APR. What are the monthly payments? How would the payment differ if you paid interest only? What would the consequences of such a decision be? (LG5-9)
Monthly payment 
= $25000 / PVIFA 0.75%, 48 Periods 
= $25000/40.1848
= $622.13
Total payment for the car 
= $622.13*48 
= $29,862
If only interest paid
Monthly interest = (25000*9)/12
= $187.5
= ($187.5*48) +2 5000 
= $34,000
Extra amount paid 
= $34000- 29,862 
= $4,138
5-41- Number of Annuity Payments – Joey realizes that he has charged too much on his credit card and has racked up $5,000 in debt. If he can pay $150 each month and the card charges 17 percent APR. (Compound monthly), how long will it take him to pay off the debt? (LG5-10)
[bookmark: _GoBack]N = [ln (P/ (P-PV*r))]/ [ln (1+r)] 
N = [ln (150/ (150-5000*0.17/12))]/ [ln (1+0.17/12)] = 45.4 months 
