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3 types of multiple cash flow streams
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Annuities and Perpetuitfes: Formulas | Annuities and the Financial Calculator
+ Parpetulty: PV =C fr  You G use U PMT key on the caboubaton for the annuity
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' Whiere Cis the cash flow, r ks the interest rate and W is
the number ol pariods
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Calculating Annuity Values Finding the Payment
« If yroau deposit 510,000 at the end af =ach of the nest 10 years » Sal e yoni wand 1o barrow 530,000 for 3 nesw car. Yau can
intn an account paying 10%. interest, how much money will you barnow at a rate of 2f3% per month, I you ke a 4 year loan y
= have i the account in 10 years? | whatis your monthly payment? x| 7 = €U ﬁ"ﬂﬂmiﬂ % nﬂﬂl"ﬁ
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What if the depasits gréw &t 5% per pear?
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Multiple Uneven Cash Flows — Using
the Calculator

« Amother way b0 ue the Enandial caldwstde o7 unseven
2sh lowes s to use the cash Row e
- Press OF and enter the cash flows seginning wath wear 0 (CFal.
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Saving For Retirement

» Yol are pifered the opportunity to put same money
ey for retirement. You will receive five armual
payrmsents of 525,000 beginning in 40 years. How much
woukl you be willing o irvest oday if you desire an
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+ Note: the first cash flow is in year 400 This means you get
2ern for 3% ymars.
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Comparing Cash Flow Streams

« Weur nesw fiem is alfering you rwo different salary
arranpements You can have 595 000 year for the next two
years, or S0 0000ear for the Aext bt years alon g with a
545 00 signing bonus today The bonus is paid immediabely,
and the salary i pald at the end of each year. i your discaunit
rate is 10.47%, which do you prefer? \ i
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Multiple Cash Flows — PV

 ¥iou ane mn:i:ltrirlﬁ an investment that will pay you 51000
im e year, 52000 0 two years and $3000 n three years,
i you want to earn 100% on your money, haw mudh wauld
el e willing to pay

= Leaye CFO blank Thes & the valug you warnt to solve for
e you compute NP (et present valug) below
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Calculating PV with the CF Function

« A S-year ancuity af ten 57,000 semiannual payments will begin
& wears from now, with the first pagment coming 8.5 vears fram
riga, IF thg discount rate is 5. 105%% every six months, what ig
the vadue of the annuity 5 years from now? What s the valee 3
years rom vow ! Wheat is the walus ioday?
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Chapter 4, Problem 34

+ You havwe just turned 12 years old, have just received your
bachedors degree, and have accepted your first job. Now pou
miist decide how much meney to put inte your retirement
plan, Every dollar in the plan earns 7H vear, You cannot make
withdraeeahs until age 65, You plan 1o lve to be 100, and
estimate that you'll nesd 5100000, vear i retirement, i yau
candribute the same amount &ach year, how moch will you
need tp contribute each year to fund your retirement?
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