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Quick! How long does it take to
double $5,000 at a compound rate
of 12% per year (approx.)?

"Rule-oi-72",

DOUBLE-YOUR-MONEYil!



Quick! How long does it take to
double $5,000 at a compound rate
of 12% per year (approx.)?

Years

THE “RULE-OF-72"
77 12% 6 Years
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. | PRESENT/VALUE SINGLE
DEPOSIT(GRAFHIG)

Assume that you need $1,000 in

Let’'s examine the process to detfermine how
much you need to deposit today at a
=Ne compounded annudlly.

7%
5,090

PV, //



SERESENIFVALUE
N GLEDEF LS INFORWVULAY

BYASR R+ = S1,0000/4 (1 047 =FV. [(1+) =$873.44
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PVIF s found on Table I

Periodyt th6%nd of Y& book8%
1 943 935 926
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| w USING PRESENTWAUUE TABIES

P\ = $1,0001(PVIF )

= 943 [Due gmRoundingbg
: 373 857
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Julie Miller wants to know how large of @
deposit to make so that the money will
grow o 510,000 in at a discount
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Calculation based on general formula:
P 0 ]+) PVO —
510,000 10 s = $6,209 2]

:f)I0,000 P\/]F]O% 5 ,)l\) \)O
$6,210.00
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An Annuity represents a series of equal
payments (or receipts) occurring over a
necified number of equidistant periods.

_Ordinary. Annuity: Payments or receipfs

» Annuity Due |
TYPES OF ANNUIHES i1 ning



EXAMPLES OF ANNUITIES /



PARTS OF AiN ANNUITY. //
Equal Cash Flo
Each 1 Period Apart




PARTS OF\ANA\NNHIJX t
Equal Cash Flow
Each 1 Period Apart
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Cash flows occur at the end of the period
0 1 2 n+1
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Cash flows occur at the end of the period
0 1 2 4

$1,000 $1,000

FVA 072
071 070

$1,145 + $1,070 + $1,000
$3.215




