
    [image: SweetStudy (HomeworkMarket.com)]   .cls-1{isolation:isolate;}.cls-2{fill:#001847;}                 





	[image: homework question]



[image: chat] 
     
         
            .cls-1{fill:#f0f4ff}.cls-2{fill:#ff7734}.cls-3{fill:#f5a623}.cls-4{fill:#001847}.cls-5{fill:none;stroke:#001847;stroke-miterlimit:10}
        
    
     
         
             
             
             
             
             
        
         
             
             
             
        
    



0


Home.Literature.Help.	Contact Us
	FAQ



Log in / Sign up[image: ]   .cls-1{fill:none;stroke:#001847;stroke-linecap:square;stroke-miterlimit:10;stroke-width:2px}    


[image: ]  


	[image: ]    


Log in / Sign up

	Post a question
	Home.
	Literature.

Help.




Eco HW (Price is firm )
[image: profile]
Sam's.Tech
[image: ] 
     
         
            .cls-1{fill:#dee7ff}.cls-2{fill:#ff7734}.cls-3{fill:#f5a623;stroke:#000}
        
    
     
         
         
         
         
         
         
         
         
         
    



chapter_1_-_case_problem_set_c.pdf

Home>Business & Finance homework help>Economics homework help>Eco HW (Price is firm )





Chapter 1 – Case Problem Set C 
 
 
10. Fred has $10,000 to invest. If he invests in Business A, he will receive $18,000 at 


the end of five years. If he invests in Business B, he will receive $2,000 at the end 
of each of the next 10 years. If Fred does not invest in a business, he can earn a 
rate of return equal to the discount rate from a certificate of deposit. If the 
appropriate discount rate is 10%, should Fred invest in A, B, or neither? 


 


 


 


11. Refer to the information in Problem 10 and determine what Fred should do if the 
appropriate discount rate is 20%. 


 


 


 


12. Refer to the information in Problem 10. If Fred decides to invest in a certificate of 
deposit that pays an amount equal to the discount rate, how much will he have at 
the end of five years if the discount rate is 10%? 


 


 


 


13. Refer to the information in Problem 10. If Fred decides to invest in a certificate of 
deposit that pays an amount equal to the discount rate, how much will he have at 
the end of five years if the discount rate is 20%? 


 


 


 


14. Refer to the information in Problem 10. If Fred decides to invest in an annuity that 
re-pays his investment in 10 equal payments made at the end of each of the next 
10 years, what will the annual payments be if the discount rate is 10%? 
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15. Refer to the information in Problem 10. If Fred decides to invest in an annuity that 
re-pays his investment in 10 equal payments made at the end of each of the next 
10 years, what will the annual payments be if the discount rate is 20%? 


 


 


 


16. Problems involving the time value of money, or discounting, can always be 
solved in more than one way. This is illustrated by the answers to Problems 10 
through 15. Compare the results of your calculations for Problem 10 with those 
for Problems 12 and 14. Now compare the results of your calculations or Problem 
11 with those for Problems 13 and 15. Devise a general rule based on these 
comparisons. 
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