






















































which saves us $2,000,000 - $1,945,594,70 = $54,405.3 1 on our Project I 
bond issue. 

But wait! Bank 3 says they will give us 6% nominal interest rate 
compounded weekly: 

i effective = (1 + 0.06/52)'* - 1 = 6.17998 %, such that 

And if we can find a bank which pays 6% nominal interest rate 
compounded continuously: 

0.06 i effective = er - 1 = e - 1 = 0.0618365, such that 

Project 111) A&M has been told that they may win their bid to house the 
Bush Library, if they can guarantee that they can fund the upkeep and 
repairs in perpetuity (i.e. forever.) The library is expected to cost $2000 
every two months for light bulbs, plus $100,000 every 12 months for minor 
repairs, plus an additional $5,000,000 every 5 years for a complete 
refurbishing of the facility. How much must be deposited today to 
guarantee the funding of these expenses? Assume a nominal interest rate 
of 6%, compounded monthly. 





repairs, and then continue depositing $8 1 10 each month forever, and you 
will always be able to withdraw $100,000 at the end of every year. 

Now let's change the a3 into a monthly (the bank's compounding period) 
annuity. Setting the value needed ($2000 every two months) to the Future 
value needed, and realizing that we are paid 0.005% per period, and that 
we have two periods to get the money: 

F"-: 
A3 = a(A/F,i per payment period, n) 

= $2,000 (Use tVF column, 0.005 table, 2 payments) 
= $2,000*0.4988 = $997.60 

This says that if you will invest $997.60 dollars each month as an annuity 
(you must follow the rules - first deposit goes in at the end of the first 
month,) for a total of 2 months, you will have $2,000 at the end of the 2 
month period. You can then withdraw this to make your necessary 
repairs, and then continue depositing $997.60 each month forever, and 
you will always be able to withdraw $2,000 at the end of every 2 month 
period. 

Now let's change the A1 into a monthly (the bank's compounding period) 
annuity. Setting the value needed ($5,000,000 every 60 months) to the 
Future value needed, and realizing that we are paid 0.005% per period, 
and that we have 60 periods to get the money: 

A1 = F3(A/F,i per payment period, n) 
= $5,000,000 (Use A/F column, 0.005 table, 60 payments) 
= $5,000,000*0.0143 = $71,500 

This says that if you will invest $71,500 dollars each month as an annuity 
(you must follow the rules - first deposit goes in at the end of the first 


























