


1. Compounding: 20p

Suppose that you have accumulated 5000 ₺ in a bank account at a yearly nominal interest rate (APR) 10% with the following conditions;

a. For the 1st year you keep it monthly

b. For the 2nd year you keep it quarterly

c. For the 3rd year you keep it semi-annually

d. For the 4th year you keep it yearly

	0
	1st Year
	2nd Year
	3rd Year
	4th Year

	Now
	Monthly
	Quarterly
	Semi-annually
	Yearly

	PV=?
	FV=?
	FV=5.000,00 ₺
	FV=?
	FV=?


a. What is the Present Value of your accumulation at the beginning (PV)?

=PV1(10%/4;4;;-5000)= 4.529,75 ₺


=PV(10%/12;12;;- 4.529,75)= 4.100,39 ₺
b. What is the value of your accumulation at the end of 4th Year?

=FV(10%/2;2;;-5000)= 5.512,50 ₺


=FV(10%;1;;-A3) 5.512,50= 6.063,75 ₺
2. Annuity Values: You want to buy a new car that sells at a price 33.000₺ and can afford 2000 ₺  monthly payments for the first year and for the second year you plan to double  monthly payments as 1000 ₺, so total debt will be over within two years. If the APR (nominal yearly interest rate) on auto loans is 12%, 
	Car Price = 33000₺
	1st Year
	2nd Year

	Cash Payment = ? ₺
	
	

	Net Payment (PV) = ? ₺
	Monthly Payments= 2000₺
	Monthly Payments= 1000₺


Formulas>> PV ={[(1+r)^t]-1}/[r*(1+r)^t] or You may prefer Excel PV or NPV
Hint: For simplicity you may use A=1 or for 2nd year A=2 and then adjust it.

a. What is the 1st Year PV0 of monthly payments you can pay for the car?(7p)

=NPV(12%/12;A1:A12) or =PV(12%/12;12;-2000)= 22.510,15 ₺
b. What is the 2nd Year PV0 monthly payments you can pay for the car?(7p)

=NPV(12%/12;A13:A24)= 11.255,08 ₺/(1,01)^12 =9.988,31₺
c. what is the initial payment at the beginning?

1st Year PV0 + 2nd Year PV0= 22.510,15 ₺ + 9.988,31₺  = 32.498,46 ₺


Car Price; 33000₺ - Net Payment (PV); 32.498,46 ₺ = 501,54 ₺
3. A bank offers you to open 10000₺ credit for repaying it back monthly for 12 month period at a yearly effective rate of 20,85%. In this case; 
a. What is monthly nominal interest rate (APR)?


=NOMINAL(20,85%;12)= 19,09% yearly >>>  /12 = 1,59% monthly
b. What is the value of monthly  payments?


=PMT(A8/12;12;10000)= 921,99 >> 922₺
4. Perpetuities: You have an apartment flat which makes you earn at an APR (Annual Percentage Rate) of 10%. If the monthly rent is 1200₺; 

a. What may be the probable market value of your apartment flat)? (10p)


Market Value is 1200*12/10% = 144.000₺
b. If you plan to earn  an APR (Annual Percentage Rate) of 11%,  What may be the probable monthly rent increase?

APR=>> =11%= Monthly Rent / Market Value  >> 11%= Monthly Rent / 144.000

Monthly Rent= (144.000 x 11%) /12 = 1320 >> 1320/1200>> 1,1 >> 10%
5. Fill the blanks with appropriate phrases!. (10p)
a. Real Assets:  Used to produce .........................& .............................such as Tangible: .............................................. ................. and Intangible:..........................................................
b. Financial Assets: ………………………………………………….................. Also called ………….

c. Compound Interest is the .......................... earned on .............................;  
d. Simple Interest is interest earned only on the ……………………………investment; no interest is earned on ……………………………….t.
e. Future Value (FV) is an amount to which an investment will grow after earning interest.

f. Present Value (PV) is value today of a future cash flow.
g. If you put 1000₺ today and get it back as 1100₺ one year later. Interest payment is ………100…………₺.

h. If the Interest Rate is 12% and Interest payment is 120₺; the PV or principal is     ………=120/12%= 1000………….. ₺

i. Annuity means ……equal…… payments
j. A business is a ………………………….. system that produces inputs to outputs for …profit……
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