
 

3.4 PresentVALUE OFAN ANNUITY

RECALL AN ANNUITY IS A SEQUENCE OF EQUAL SIZE PAYMENTS WITHDRAWALS
INTOOUTOF AN ACCOUNT EARNING COMPOUND INTEREST

AN ORDINARY ANNUITY IS WHENTHE PAYMENTS WITHDRAWALS OCCUR AT
THE ENDOF EACH COMPOUNDING PERIOD

THE FUTURE VALUE OF AN ANNUITY IS THE END BALANCEOF THE
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WHENYOU CREATE AN ANNUITY SAVINGS ACCOUNT

THE BANK IS PURCHASING THEANNUITY FROM YOU SAVINGS

AND PAYING YOU ITS FUTURE VALUE IN THE FUTURE
AFTER PAYMENTS HAVE BEENMADE

ALTERNATIVELY THEBANK WILL PURCHASE THESAMEANNUITY
FROMYOU TODAY FORITS PRESENT VALUE BEFORE CREDIT LOAN
ANY PAYMENTS HAVE BEEN MADE
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DEI To AMMORTIZE A DEBT MEANS TO PAY IT BACK KILL THEDEBT
THROUGH A SEQUENCEOF EQUAL PAYMENTS ANNUITY

PMT 50,000 006

994.78
1 1.006 60

PV 994.78 1 1.006 48

006
41,381.67 INTEREST

3319.03

50,000 12 994.781 38,062.64

https://docs.google.com/spreadsheets/d/
11jPlrOmRnQq_o9yZIg5ocBmht4xncvLGbu1vcnRwr0s/edit


