
Today's lecture: Sections 6.3/6.4 (more Annuities)•

Office hours: today 1:30-2 in CDH 109  & 3-4 in PDL C-326•

HOMEWORK Section 6.3 is due  Thursday night.•



What do organic mathematicians burn in their fireplaces? Natural Logs.

What do mathematicians call retirement? 'the aftermath'

Math problems? Call                      
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Suppose  equal payments of   each are made periodically, earning         each period.

1) Ordinary annuity: the payments made at the END of equal time intervals. 
The future value is computed right after the last payment and is equal to:

    
        

 

2) Annuity due: the payments are made at the BEGINNING of the time intervals. 
The future value is computed one period after the last payment 
(so it draws interest for one additional period compared to an ordinary annuity) 
and it equals:

    
        

 
     

MORE EXAMPLES:

Recall from last time:
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More than one situation:
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Motivating question:

Section 6.4: Present value of Annuities
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If  equal WITHDRAWALS of   each are made periodically, from an account earning         each period. 

    
         

 

1) Ordinary annuity: the withdrawals are made at the END of equal time intervals. 
Then the present value is:

    
         

 
     

2) Annuity due: the payments are made at the BEGINNING of the time intervals. 
Then the present value is: 

Example:

How about if the withdrawals are at the beginning of each month?

a) 

b) 

Formulas for present values of annuities:
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More examples:
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If time:

   Lecture 27 Page 7    


