BA  510
TVM Problems

NAME_________________________________

1.  Starting today, you invest $1200 a year into your Individual Retirement Account.  If you IRA earns 12% a year, how much will be available at the end of 35 years?

n=

i=

PMT=

PV=

FV=

2.  John will deposit $700 at the beginning of each year for seven years into an account that has an interest rate of 7%.  How much will John have to withdraw in seven years?

n=

i=

PMT=

PV=

FV=

3.  An account manager has found that the future value of $10,000, deposited at the end of each year, for five years at a discount rate of 6% will amount to $56,370.93.  What is the future value of this scenario of the account manager deposits the money today?

n=

i=

PMT=

PV=

FV=

4.  If your required rate of return is 11%, how much will an investment that pays $2500 semiannually beginning of each of the next 20 years be worth to you today?

n=

i=

PMT=

PV=

FV=

5.  Sue has won the lottery and is going to receive $100,000/yr for 25 years; she received her first check today.  The current discount rate is 6%.  Find the present value of her winnings.

n=

i=

PMT=

PV=

FV=

6.  Kelly makes loan payments of $200 a month and will continue to make this payment for 15 years.  What is the present value of these payments discounted at 6 percent if she mails her first payment in today?

n=

i=

PMT=

PV=

FV=

7.  You invested $50,000 and 10years later the value of your investment has grown to $185,361.  What is your compounded annual rate of return over this period?

n=

i=

PMT=

PV=

FV=

8.  What is the future value of $10, invested today, earning 9 percent annual interest, 200 years later?

n=

i=

PMT=

PV=

FV=

9.  The Microsoft stock you purchased 12 years ago for $5 a share is now worth $63.73.  What is the compounded annual rate of return you have earned on this investment?

n=

i=

PMT=

PV=

FV=

10.  If you invest $5,000 per year into your pension fund, earning 6% annually, how much will you have at the end of 25 years?  You make your first payment of $4000 one year from today.

n=

i=

PMT=

PV=

FV=

11.  You deposit $5,000 in an account that pays 4% interest, compounded quarterly.  How long will it take to double your money?

n=

i=

PMT=

PV=

FV=

12.  Upon reading your most recent credit card statement, you are shocked to learn that the balance owed on your purchases is $12,000.  Resolving to get out of debt once and for all, you decide not to charge any more purchases and to make regular monthly payments until the balance is zero.  Assuming that the bank’s credit card interest rate is 19.5% and the most you can afford to pay each month is $200, how long will it take you to pay off your debt?

n=

i=

PMT=

PV=

FV=

