
TIME VALUE OF MONEY MULTIPLE CHOICE

Try the multiple choice questions below to test your knowledge of Chapter 3. Once you have completed the test, click on
'Submit Answers for Grading' to get your.

In 20 years at 10 percent? We will get a reasonably accurate answer. With 52 weeks in the year, the nominal
rate per year is then 52 x 6. How much will she have on December 31, ? Clearly, the loan in Problem 43 is a
better deal because the effective interest rate charged is lower. How much should he be willing to pay to get
out of a 14 percent mortgage and into a 10 percent mortgage with 25 years remaining on the mortgage?
Compare the loans in problems and  She would like to pay off the mortgage in 20 years, making monthly
payments. Stein need to achieve this goal? How much interest will he pay over the life of the loan? In 5 years
at 6 percent? What amount could you pay at the end of each year annually for 10 years to achieve this same
objective? In 2 years at 9 percent? The money will be used for his son's education 17 years from now. With
the certificate of deposit, you make an initial investment at the beginning of the first year. In 25 years at 14
percent? With monthly compounding, what is the nominal annual interest rate on this loan? Carefully consider
the time value of money. Assume current interest rates are 10 percent. For the initial three-year term,
Providence Bank has offered her a quoted annual rate of 6. Present Value How much would you have to invest
today to receive: a. How much will his annual payments be? Which is the better deal, and why? What rate of
return will Dr. If a 7 percent interest rate is applied, what is the current value of the future payments. Although
home payments are usually on a monthly basis, we shall do our analysis on an annual basis for ease of
computation. Per year? What will be her yearly annuity for the next 15 years? In 40 years at 12 percent?


