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1. Loan Payments: If you take out  an $ 24.000 car loan that calls for 48 monthly payments starting after 1 month at an APR of 12%, 
a. What is your monthly payment? 
=PMT(12%/12;48;24000)= -632,01 TL
b. What is the effective annual interest rate on the loan? (Expand two digits) 

=EFFECT(12%;12)=12,68%
2. Bond Pricing: A General Electric bond carries a coupon rate of 8%, has 9 years to maturity, and sells at a yield to maturity of 7%. 
Hint: Face value is $1000.

a) What coupon (interest) payments do bondholders receive each year?
$1000*7%= $70
b) At what price does the bond sell? Assume annual coupon (interest) payments.
=PV(7%;9;80;1000)= -1.065,15 
3. Yield to Maturity: Micro Spinoffs, Inc., issued 20 year bond a year ago at par value ($1000) with a coupon rate 8%, paid annually. Today it is selling at $1050. What is the Yield to Maturity of the bond? Expand two digits!
=RATE(20;80;-1050;1000)= 7,51% 
4. Constant Growth Model “r=(Div1/Po)+g)”: You believe that the Non-stick Gum Factory will pay a dividend of $4 on its common stock next year. Thereafter, you expect dividends to grow at a rate of 6% a year in perpetuity. If you require a return of 12% on your investment how much should you be prepared to pay for the stock?

r = (Div1/Po) + g  >>> 12% = 4/Po + 6%

Po = 4/6% >>> $66,66 

5. A project has the following cash flows:

	Year
	Cash Flows

	0
	$-200

	1
	80

	2
	80

	3
	80

	4
	80


What is the yearly rate of return of the project? Expand two digits!
=RATE(4;80;-200)= 21,86%
6. Compounding: 


Suppose that you have accumulated 500 TL in a bank account at the end of first year

· For the first year you have kept your saving with a yearly interest rate of 10% calculated monthly?

· For the second year you go on to keep your saving with a yearly interest rate of 10% but calculated quarterly?

	0
	1
	2

	PV=?
	500
	FV=?


a. What is the value of your accumulation at the beginning (PV)?
b. What is the interest payment (I) that is earned for the two year period?
	0
	1
	2

	PV=?
	500
	FV=?

	-452,61 TL
	I= 99,30 TL
	551,91 TL


7. Annuity Values: You want to buy a new car, but you can make an initial payment only $2000 and can afford monthly payments of at most $400. If the APR (nominal yearly interest rate) on auto loans is 12% and you finance the purchase over 60 months, 



What is the maximum price you can pay for the car?



 =PV(12%/12;60;-400)= 15.189,58 TL 

               maximum price= 15.189,58 +2000 =17.189,58
8. Growth of Funds: In mid-2010 a kilogram of apples cost $1,26. Ten years earlier the price of apples was only $0,92. 

a. What was the annual rate of growth in the price of apples?

b. If the same rates of growth persists in the future what will be the price of apples in 2030?

a. =RATE(10;;-0,92;1,26)= 3,19% 

b. =FV(A7;2030-2010;;-1,26)= 2,36 
9. Interest Amount: Suppose the interest rate is 12% per year, compounded quarterly. What is the minimum investment that has to be invested for a two year period in order to earn 200, - TL in interest?
FV= PV + I >> PV+200 = PV*(1+12%/4)^8 >> PV=200/0,267 = 750
10. Define the following terms and display samples for each!.

a. Real Assets:

      Used to produce goods & services such as Tangible: Machinery, factory, offices and Intangible:Trade mark,patents,technical expertise
b. Present Value:

Today’s  value of a future cash flow
c. Interest Payment

 The difference between Future and Present Value
d. Face Value of a bond:

Payment at the maturity of a bond. Also called principle or par value.
e. Common Stock:

Ownership shares in a publicly held corporation.
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