Math 400 - Theory of Interest

NAME:__________________________________

Homework #13
1. A two-year rental agreement calls for a monthly rent due at the end of each month.  The first month’s rent is $500, and the rent increases by 2% each month.  If all the rent collected is placed in a fund with 6% interest compounded monthly, what will be the accumulated value at the end of the two years?

2. Payments from a fund occur at the end of each month beginning exactly one month from today and continuing until the payment exactly one year from today is made.  The payment is $400, and each future payment increases by k% each month.  The fund earns 8% interest compounded monthly.  Find the present value of the fund if

                a. k = 6,

                b. k = 8,

                c. k = 10.

3. Payments from a fund earning 8% interest compounded monthly occur at the end of each month beginning exactly one month from today and continuing forever.  Find the present value of the fund if
               a) the first payment is $400, and each future payment increases by 6% each

                   month.

               b) every payment is $400.

