Math 400 - Theory of Interest

NAME:__________________________________
Homework #21
1. Consider the following investment project:

year
  outlay 
return


0
$10,000
     $0    


1
   1,000
       0


2
   1,000
   500


3
          0
5,000


4
          0
5,000


5
          0
5,000

(a)   If interest is 8% compounded annually, what is the value of the project one

        year before it goes into operation?


(b)   Find the yield rate of the project.

2. Consider the following investment project:


year
  outlay 
return


0
$10,000
     $0    


1
   1,000
       0


2
   1,000
   500


3
          0
8,000


4
          0
8,000


5
          0
8,000


(a)   If interest is 8% compounded annually, what is the value of the project one

        year before it goes into operation?


(b)   Find the yield rate of the project.

3. Consider the following investment project:


year
  outlay 
return


0
$10,000
     $0    


1
   1,000
2,000


2
   1,000
   500


3
          0
5,000


4
          0
5,000


5
          0
5,000


(a)   If interest is 8% compounded annually, what is the value of the project one

        year before it goes into operation?


(b)   Find the yield rate of the project.

