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FINA 4000, inClass1, October 14, 2009

1. Consider an annuity that mzakes 5 payménts of $4,000, each two years apart, with the first two

years from now. Assume that the discount rate to use is 12%/year. Draw a timeline and
compute the PV of this annuity.
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2. What is the PV of an annuity that makes 5 payments of $5,000, each one year apart, with the

first 4 years from now. Assume that the discount rate to use is 9%/year. Draw a timeline and

compute the PV of this annuity. : ;
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3. Consider an annuity with 7 payments of $3,000, each six months apart, with the first fifteen

months from now. Assume that the discount rate to use is 8%/year. Draw a timeline and
compute the PV of this annuity. '
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