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a Pfoblems Answers Appear in Appendix D

S N
- L ‘ (4»—1) If you deposit $10,000 in a bank account that pays 10% interest annually, how much
funre Volue of a  will be in your account after 5 years?

: ' We,qumeqr

 oanan ff@_,m What is the present value of a security that will pay $5,000 in 20 years if securities of
x; p"‘*"’vg':: T?':; equal risk pay 7% annually? )
2l {2 (4—3) Your parents will retire in 18 years. They currently have $250,000, and they think
: 5 loterest fore on o they will need $1 million at retrement. What annual interest rate must they earn to
g o Povmem ~ reach their goal, assuming they don’t save any additional funds?

| (4"4) If you deposit money today in an account that pays 6.5% annual interest, how long
c; _h'-. of Periods of o will it take to double your money?
R e

(4-5) " You have $42,180.53 in a brokerage account, and you plan to deposit an additional

o . $5,000 at the end of every future year until your account totals $250,000. You expect to
.. earn 12% annually on the account. How many years will it take to reach your goal?

~* What is the future value of a 7%, 5-year ordinary annuity that pays $300 each year?
If this were an ‘annuity due, what would its future value be?

An investment will pay $100 at the end of each of the next 3 years, $200 at the end of
Year 4, $300 at the end of Year 5, and $50Q at the end of Year 6. If other investments of
equal risk earn 8% annually, what is this inyestment’s present value? Its future value?




