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Chapter 2
1 If the effective equivalent annual interest rate is 22.2%, and the interest is compounded quarterly, what is the corresponding annual nominal interest rate.
	 







Therefore, the nominal annual interest rate is 2.64%
2 How long will it take for a $250 deposit to double in value for each of the following:
· 8% per year compounded daily.








Therefore, at 8% per year compounded daily the $250 deposit will double in value in 3162 days, about 8 years and 8 months.

· 11% per year compounded semi-annually.
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Therefore, at 11% per year compounded semi-annually the $250 deposit will double in value in 13 years
Chapter 3
3 How much should you invest today at 12% interest to accumulate $1’000’000 in 30 years.




Therefore $33377.95 must be invested to accumulate a million dollars after 30 years at 12%.
4 What is the present worth of the total 20 payments, occurring at the end of every four months, which are $400, $500, $600, increasing by a fixed sum. Interest is 12% per year, compounded monthly.








Therefore, the present value of the 20 payments is $16592.17.

5 Octavia is looking at an investment in upgrading an inspection line at her plant. The initial cost will be $140000 with salvage value of $37000 after 5 years. How much needs to be saved every year to justify the investment at an interest rate of 14%.




Therefore, an annual savings of $30001.84 is needed to justify the investment.
Chapter 4
6 Margret has a project with $28000 first cost that returns $5000 per year over a 10-year life. It has a salvage value $3000 after 10 years. If MARR is 15%, what is the present worth of this project.





Therefore, the present value of this investment is -$2164.46, meaning the project loses money at a MARR of 15%.
7 You want to have$750000 in the bank when you retire. You think you can save $10000 a year in a bank account that offers 7.5% interest. If you make your first deposit in a year’s time, how many years will it be from now before you can retire.	 









Therefore if the savings plan is followed, retirement will be possible in a little over 26 years from now.

Chapter 5
8 Sam has three investment opportunities. The first has an initial cost of $100000 and will return $150000 one year from now. The second investment requires an outlay of $200000 and will return $300000 after one year. The third one requires an upfront cost of $250000 and will return $355000 one year from now. Only one investment opportunity can be undertaken. Alternatively, he can put his money in a savings bond that pays 20 percent. Which opportunity should Sam opt for.
Option 1:






Therefore, option 1 has an IRR of 50%
Option 2:The best option for Sam is that with the highest internal rate of return. Options 1 and 2 have the highest IRR at 50%, making them better investments than option 3 and the savings bond. However, since only one investment can be undertaken Sam should choose option 2 because it has a higher return than option 1.







Therefore, option 2 has an IRR of 50%
Option 3:






Therefore, option 3 has an IRR of 42%
9 Pattie’s project has an initial cost P, annual savings A, and a salvage value of $1000 at the end of its 10-year service life. She has calculated the present worth as $20000, the annual worth as $4000, and the payback period as 3 years. What is the IRR of this projects.


~~For 20%~~




~~For 15%~~




Therefore, the IRR of this project is found to be approximately 16%.
10 A five-year-old gadget has a current book value of $203,000. It has been observed that the gadget loses it value over time in a manner that can be best captured through the use of the declining-balance method. The depreciation rate was estimated to be 0.31. What was the original price? What will be the book value in two years from now? 




Therefore, the purchase price of the gadget was $1`297`953.96.



Therefore, the book value of the gadget after 7 years is $96’650.24

11 Candi has just purchased a car for $7,500. She expects that the value of this car will decline by 13% each year. Eventually Candi wants to sell this car for$2,000 and buy a new one. How many years should Chandi use this car before she can sell it?






Therefore, she should sell the car after 9 and a half years.
Chapter 8
12 A chemical recovery system costs $30,000 and saves $5,280 each year of its seven-year life. The salvage value is estimated at $7,500. The after-tax MARR is 9%, the CCA rate is 20% and taxes are at 45%. What is the net after-tax annual benefit or cost of purchasing the chemical recovery system?










Therefore, the net after-tax annual cost of purchasing the chemical recovery system is $2065.86.



13 What is the total after-tax annual cost of a machine with a first cost of $45,000 and operating and maintenance cost of $0.22 per unit produced? It will be sold for $4,500 at the end of five years. Production is 750 units per day; 250 days per year. The CCA rate is 30%, the after-tax MARR is 20%, and the corporation income tax rate is 40%.










Therefore, the net after-tax annual cost of purchasing the machine is $38064.54.
Chapter 9
14 Inflation is expected to average 4 percent over the next 50 years. How much would you expect to pay 50 years from now for a burger costing $1.59 today?



Therefore, that same $1.59 burger would cost $11.30 in 50 years due to inflation.

15 Ken will receive a $5,000 annual payment from a family trust. This will continue until Ken in 30; he is now 20. Inflation averages 4% and Ken’s real MARR is 8%. If the first payment is a year from now and a total of 10 payments are to be made, what is the present worth of his remaining income from the trust? 








Therefore, the present worth of Ken’s trust fund with a MARR of 8% and average inflation of 4% is $27884.87.
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