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P = A [(1+)" 1] /(1 H)" (2-8)
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Example 2-2

Engineer Samy deposits L.E. 300 every 3 months for 5 years,
how much money will he have in his investment account after the
deposit if the if the nominal interest is rate 12% per year
compounded quarterly?
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F =300* (F/A, 3%, 20) =300 (26.870)= L.E. 8,061

Example 2-3
A young engineer 3
decides to save for =}
a down payment on
new car to be purchased 2.5 years from now. She decides to
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deposit $50 per month into saving account paying 6% nominal
interest compounded monthly (use [=6%/12= 0.5%/month). She
plans to make a series of 20 regular monthly deposits with the
first deposit scheduled for one month from today. Th e account
will then receive no more deposits but will receive monthly
compound interest on the balance for another 10 months.

Draw the cash flow diagram for this case and calculate, how
much will be the account at the end the plan (30-month period)?

Solution

(Y-Y) JS:E F,

0123 n=20

2229 v

S oy lsad) @ B gy el Y Baad gk (V52 00) A dleaglad 4
SJlﬂ_udlaethL}Ad)LueﬂagHm‘}sw)@i Yo sl L.ﬂ).u:u:]h
JE3 8 LS (S sasill 38l by o sed 0.5% 58 sShal 52360 Jane

(-Y)

(0-Y) Wslacl (e 4 F o adae Clunl 8 aaay A Laudll £10) ase
Fi=50 [(1.005)*° —1]/ 0.005 = $1,049.
L;J;“)ﬂ_ﬁi Y. Saalgél_}iﬁmé_lﬂ“:m

Fy= 1049(1.00)'°=$1,103

¢



Example 2-4

A new retirement community will need to add a second unit to
the new water treatment plant when the population reaches
40,000. The community has just been built and is starting out
now with zero population. An average of 6,000 new residents
are expected to move to the community each year. The estimated
birth rate for the community is 8 per 1,000 and the death rate is
14 per 1,000 resulting in a negative annual increase of -6 per
1,000 (so1=-0.006). How long will it be before the second unit
1s needed for the new water treatment plant?
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n=638 yr.

Example 2-5

How much money should you be willing to pay now for
investment that yield L.E. 1,000 per year for 5 years starting next
year, at an interest rate of 16% compounded annually?
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Example 2-8

Assume 1=10% and determine the present worth (P) and the
future worth (F) of the following diagram,
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stadium are expected to need replacement in

another nine years from today. The faculty

has been anticipating this and five years

ago began depositing $1,000 per year into

an account bearing interest at 6% per year.

It is now the end of the fifth year and the

fifth annual deposit has just been made.

The bank announces that beginning today,

all funds on deposit has will bear interest <
at 7%. The faculty board, realizing that /
costs are increasing, decides to raise

their deposits to $2,000 per year, beginning with the deposit
due one year from today.

3. The stadium seats in a faculty football e
bl

1



As consulting engineer to the faculty board, you are
requested to quickly calculate how much the account will
total at the end of nine more years if the deposits remain at
$2,000 per year and interest remain at 7%?

(Ans. $34,316) .
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