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Numerical Answers 

 

Question B3 

 

The PV amount needed for 1
st
 Son: 

$500,000 / $248,484.6818 

 

The PV amount needed for 2
nd

 Son: 

$500,000 / $196,823.1419 

 

 
 

Since $400,000 < $445,307.82, John has NOT enough money to reach his objective right 

now. 

 
 

Question C1 

 

(b) Interest =  

Monthly Payment =  

(c)  

(f) 
 

(g) The stream of cash flow can be treated as 2 ordinary annuities: 

The future value of the 1
st
 ordinary annuity (first 5 months) in 12 month is: 

$59,778.06  

 

The 2
nd

 ordinary annuity that starts at month 7: 

 
 

Total value in 12 months later: 

 
 

 

 


