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If the annual interest rate is r, then the effective
interest for a time period of length T with compounding frequency N is

given by
T\N
TN = (l+ﬁ) -1
(1) Show by algebra that ro7 < rr,y forall N > 3.
2 What is the limit 77 = limy_,o 77,5? You do not need to

justify your answer in this part.




