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freny = (90.5 —83.4)/ 83.4 =0.08513 = 8.5% per year.
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(1+ f) =1.0613945

f =6.1% per year.
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2. A home buyer purchases a small house for L.E 70,000. He
pays 10,000 down and gets a 60,000 mortgage at 10% and 30
years payout period. If the inflation rate is 6%, what is the
inflation free interest rate?

3. Given:

P=$1,000 , F=$2,000 , n=4yr and f =10%.
Find ROR and the inflation free rate of return.
Ans.: ROR =i =18.9% and i =8.1%.

4. Given the following cash flow diagram:

$1.000
A=5150/yr, n=3

t ot
lP=$1,000

‘)7=1 0% /yr.
Find ROR and the igﬂation free rate of return.
(Ans: 1=15% and /=4.55%.)
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