[image: image1.png]fp,g Calculate the ROR for the cash flow shown in Table A.4.

Table A4 Cash Flow

with Respect to Years
—

Year  Cash flow, $
bl on Y Y

1 —15,000
—10,000
10,000

2
3
4
£




calculate using various values of “i” and extrapolate for the above

[image: image2.png]‘.’ Automobile dealers o re increasingly advertising the leasing of vehicles in lieu of
3 . In one case, a $20,000 automobile can be leased for $375 per month for

“m after which it is returned 1o the dealer, If the automobile s purchased,

it could be financed for 3 years a0 4 10 percent annual rate with a down payment of
5 percent and 36 cqual monthly payments, If at the end of the 36-month period the
vehicle is estimated (o be worth $8000, which would be the preferred alternative?
Assume that the value of money to the buyer is also 10 percent per annum.
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