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A 3. Calculating Present Values (LO2) For each of the following, compute the present value:

Present Value Years Interest Rate Future Value
3 i 15,351
7 5 51557
2 u 886,073
5 a 550164

Click here for a description of Table: Questions and Problems: 3.

A 4. Calculating Interest Rates (LO3) Solve for the unknown interest rate in each of the

following:
Present Value Years Interest Rate Future Value
520 0 B
30 18 1080
33000 1 18538
38261 % SIL618

Click here for a description of Table: Questions and Problems: 4.

A 5. Calculating the Number of Periods (LO4) Solve for the unknown number of years in each

of the following:
Present Value Years Interest Rate Future Value
$560 E3 5138
810 0 1821
18400 v 259715
2150 5 430258

Click here for a description of Table: Questions and Problems: 5.
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15. Calculating Rates of Return (LO3) Although appealing to more refined tastes, art as a
collectible has not always performed so profitably. During 2003, Sothebys sold the Edgar
Degas bronze sculpture Petit Danseuse de Quartorze Ans at auction for a price of
$10,311,500. Unfortunately for the previous owner, he had purchased itin 1999 at a price of
$12,377,500. What was his annual rate of return on this sculpture?

Intermediate (Questions 16-20)

16. Calculating Rates of Return (LO3) On February 2, 2016, an investor held some Province
of Ontario stripped coupons in a self-administered RRSP at ScotiaMcL eod, an investment
dealer. Each coupon represented a promise to pay $100 at the maturity date on January 13,
2022, but the investor would receive nothing unti then. The value of the coupon showed as
$76.04 on the investor's screen. This means that the investor was giving up $76.04 on
February 2, 2016, in exchange for $100 to be received just less than six years later.

a. Based upon the $76.04 price, what rate was the yield on the Province of Ontario
bond?

b. Suppose that on February 2, 2017, the security's price was $81.00. If an investor
had purchased it for §76.04 a year earlier and sokd it on this day, what annual
rate of return would she have eamed?

. Ifan investor had purchased the security at market on February 2, 2017, and
held it unti it matured, what annual rate of return would she have earned?

17. Calculating Present Values (LO2) Suppose you are still committed to owning a $190,000
BMW (see Question 9). If you believe your mutual fund can achieve a 12 percent annual rate
of return and you want to buy the car in nine years on the day you tur 30, how much must
You invest today?

18. Calculating Future Values (LO1) You have just made your frst $5,000 contribution to your
RRSP. Assuming you eam an 11 percent rate of retur and make no addtional contributions,
‘what wil your account be worth when you refie in 45 years? What if you wait ten years
before contributing? (Does this suggest an investment strategy?)

19. Calculating Future Values (LO1) You are scheduled to receive $15,000 in two years.
When you receive it, you willinvest tfor six more years at 7.1 percent per year. How much
will you have in eight years?





 




 

