
 

 
 
 
 

Which 
Why? 

 

Presen

 
where  
 

A dolla
today 

• A do
 

one you w

nt Value of

(
PV =0

PV0 = prese
FVn = futur
i =interest 
n = numbe

ar paid to y

ollar deposi

would pref

f a Single S

( )n
n

i
FV
+1  

ent value at
re value at t
rate per pe

ers of period

you one ye

ted today c

fer 100 ba

Sum 

t time 0 
time n 

eriod 
d 

ear from n

can earn int

FN 

 

 
ht today o

 
 
 
 
 
 
 
 
 
 
 

 
now is less

terest and b

211 Fin
Cha

or 100 bah

s valuable 

become $1 x

nancial M
atuporn 

 

ht one year

than a dol

x (1+i) one 

Markets 
Tangka

r from now

llar paid to

 year from 

thach

w?  

o you 

today.  

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 1
 



 

 

 
Other n

• Disc
• Opp
• Rate
• Req
• Exp
• Cost
 

Simple

 
where  
 

 
Exercise

Groot w
the tota
interest
 

 
Also, di
 
What is
 
 
 
 
 
 

Period

PV

C

names for

count rate 
portunity co
e of return 

quired rate o
ected rate o
t of capital 

e Annual R

⎢⎣
⎡=EAR

EAR = effe
SAR = simp
m =numbe

e 1 

would like to
al amount t
t rate: 

• 10% int
• 10% int
• 10% int
• 10% int

isaggregate 

s interest on

$10

d 0

V 100

Cannot dir

r interest r

ost 

of return 
of return 

Rate versus

1
⎣
⎡ +

m
SAR

ctive annua
ple annual r
ers of freque

o deposit 10
that Groot w

nterest comp
nterest comp
nterest comp
nterest comp

e the princip

n interest? 

0

0 1

rectly com

rate 

s Effective

1−⎥⎦
⎤

m

 

al rate or eff
rate or annu
ency of inte

00 baht with
will have un

pounded an
pounded se
pounded qu
pounded mo

pal and inter

 

$100

1

100/(1+i)

mpare pay

e Annual R

ffective annu
ual percenta
erest payme

h the bank 
nder each o

nnually 
emi-annually
uarterly 

monthly 

erest amoun

2

$10

100/

yments sc
time lin

Rate  

ual yield  
age rate  
ent in a year

for 1 year, 
of the follow

y 

nts for Groot

2

00

/(1+i)2

cheduled i
ne

r 

find 
wing 

t. 

in differen

$100

n

100/(1+i)n

nt points in

 

n the 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 2
 



 

Exercise

Seiko d
pays 6
planning
Eightee
would li
So, rath
she sta
Howeve
him.  H
0.3035 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Exercise

After Ph
saying t
500,000
return. 
Phantom
Opera H
francs t

rate tha
 
 

               
1

 written

e 2 

deposited 78
6.88 perce
g to use it 

en months l
ike to spend
her than con
rts to build 
er, Takeshi 
How much m
baht/yen? 

e 3 

Phantom had
that if Raou

00 French fra
 However

om asked.  T
House.  He
three years 

at the Opera

                      
n by Obrom Ch

80,000 bah
ent interes
to ease he

later, she m
d the rest o
ntinue to pl
her family 
needed Se

money will 

d kidnapped
oul wanted C
ancs (a mon
r, Raoul h
Thus, he bo
e is required
s from borro

ra House cha

                      
haowalerd ada

ht in a savin
t, compou

er life during
met with Ta
of her life w
lan for her r
and closes 

eiko to mov
Seiko rece

ed Christine,
Christine ba
netary unit 

had cash o
orrowed the 
d to repay a
owing.  Wha

harged Raou

 

 
apted by Chat

ngs accoun
unded qua
g her retire
akeshi whom
ith.   
retirement 
out her acc

ve to Japan
ive in yen, 

, he sent R
back, he just

used during
only 30% 
e rest from h
a lump sum

hat was the 

ul
1
? 

tuporn Tangka

nt that 
rterly, 

ement.  
m she 

alone, 
count.  
n with 
given 

Raoul a mes
st gave Phan
g that perio
of the am
his business
m of 532,30
nominal int

athach 

ssage 
ntom 

od) in 
mount 
s, the 
06.25 
terest 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 3
 



 

Exercise

Bart is c
the end
interest
compou
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Exercise

Tony St
USD100
2.75 pe
account
six-mon
years, h
invest f
return p
years, if
USD270
 
 
 

e 4 

computing t
d of year 4) 
t rate of 12.
unded semi-

Year 1  
1,500 baht 

e 5 

tark deposit
0,000.  For 
ercent return
t will give h
nth.  After h
he will comb
for the next 
per year com
f at the end
0,000? 

the present
of the follo

.75 percent 
-annually, w

ts 2 account
first accoun
n compound
im 3.50 per

he deposited
bine them in
2 years.  W

mpounded 
d of 2 years

t value (toda
owing stream

(1) compo
what are Ba

Year 2 
1,700 baht

ts separate
nt, he expec
ded quarter
rcent compo
d these 2 ac
nto single a

What will be
monthly for

s, Tony rece

 

ay) and fut
m of cash fl
unded annu

art’s answer

ly today ea
cts to receiv
rly.  Anothe
ounded eve
ccounts for 
account and
e the rate of
r these 2 
eives total o

ure value (a
lows.  Given
ually and (2
rs? 

Year 3  
2,300 baht

ch 
ve 
er 
ery 
7 

d 
f 

of 

at 
n 
2) 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 4
 



 

Exercise

Nemo p
stream 
Then, h
cash flo
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Exercise

From p
and sum
 
 
 

e 6 

prepared fo
of cash flow

he forgot se
ow. 

e 7 

prior exercis
m of presen

or FN 211 ex
w which he 
econd year c

se, what mu
nt values of 

exam, he alr
e got £23,46
cash flows. 

ust be the i
f these cash 

 

ready comp
67.41 when 
 Help Nemo

interest rate
h flows is £1

puted the to
n compounde
mo to find the

te given cas
15,000? 

otal future v
ded at 12.50
he value of t

sh flows in 

value (at t 
0 percent an
the missing 

year 2 equ

= 5) of 
nnually.  
(t = 2) 

 

uals zero 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 5
 



 

 
Future

=FVn

 
where  
  
 

 
Exercise

Piglet in
at the e
percent
have in 
 
 
 
 
 
 
 
 
 
 
 
Exercise

Panda w
from no
end of 
compou
 
 
 

e Value of A

(
⎢
⎣

⎡ +
= CF 1

PV0 = prese
FVn = futur
CF = cash f
i =interest 
n = numbe

e 8 

ntends to co
end of each
t interest, a

n the accoun

se 9 

wants to h
ow; he is p

f each year.
unded, wha

Annuity  

)
⎥
⎦

⎤−+
i
i n 1

ent value at
re value at t
flow per pe
rate per pe

ers of period

collect mone
h of the nex
annually com
nt in 50 yea

have 120,00
prepared to 

  If the ac
at amount m

 

⎦

⎤

 

t time 0 
time n 
riod in the f

eriod 
d 

ey for retirem
ext 50 years
mpounded, 

ars? 

000 pound i
make equa

ccount pays
must he dep

 

future  

ement.  If Pi
s into an ac

how much

in his savin
al deposits i
s 12.75 per
posit each ye

Present V

= CPV0

Piglet deposit
ccount payin
h money wi

ngs account
into the acc
rcent intere
year? 

Value of An

(

⎢
⎢
⎢
⎢

⎣

⎡ −

i
CF 1

1

its £190 
ng 9.00 
ill Piglet 

nt five years
count at the
est, annually

nnuity 

)

⎥
⎥
⎥
⎥

⎦

⎤
+

i
i n

1

 

rs 
he 
ly 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 6
 



 

Exercise

Beginni
withdra
his pers
16.00 p
to have
the nex
 
 
 
 
 
 
 
 
 
 
 
 
 
Exercise

Peter w
years.  
percent
annual 
your an
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Exercise

What is
per yea
 
Exercise

What is
percent
 

e 10 

ing three 
aw 10,000 d
rsonal expen
percent inte
e in his ban
xt five years

e 11 

would like t
What are t

t interest r
rate and u

nswers. 

e 12 

s the future
ar, semi-ann

e 13 

s the future
t per year, q

months fro
dollars each
nses over th
erest, compo
nk account 
s?  

to deposit 5
the total pre
rate, quarte
use this EA

e value of 1
nually comp

 value of 1,
quarterly co

om now, T
h quarter fro
the next five
ounded qua

t today to m

550 baht at
resent value
terly compo
AR to recom

,000 baht p
pounded ? 

,000 baht e
ompounded 
 

Tintin want
rom his bank
ve years.  If
arterly, how
meet his ex

at the end o
e and future
ounding?  C
mpute futur

per year for

every six mo
? 

nts to be a
nk account t
f the accou

w much Tint
xpense need

of each yea
e value, give
Compute e
re value?  

r 20 years, 

onths for 40

able to 
to cover 
unt pays 
tin need 
eds over 

ar for 3 
ven 6.25 
effective 
Explain 

given intere

0 years, giv

est of 5.25 

ven interest

percent 

t of 3.50 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 7
 



 

Exercise

Sungtho
his ann
interest
year fro
constan

is 1,615
 
 

 

 

 

 

 

 

 

 

 

 

Exercise

When 
12,000 
the tim
adding 
for him
will be 
25 year
is 9.50 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

               
2
 written 

e 14 

ong plans t
ual income 
t, compound
om today an
nt at 100,00

5,206.06 ba

e 15 

Luke was 
baht which

me Luke wa
his savings 
.  Luke dep
the total am
rs old?  Giv
percent per

                      

by Obrom Ch

to marry Ro
in a time-d

ded quarter
nd at his m
00 baht.  If

aht, when w

born, Dart
h he depos
s 15 years
in the sam

posited 750 
mount in Lu
ven the inte
r year, annu

                      

haowalerd ada

ojana in the
deposit acco
rly.  The fir

marriage, res
f the dowry

will Sungthon

th Vader, h
ited for Luk

s old, Luke
e account t
baht per ye

uke’s bank 
erest rate in
ually compo

 

apted by Chatu

e near futur
ount, which
rst and last 
spectively.  
y to be paid

ng marry R

his father,
ke since the
started to 

that his fath
ear every y
account at 

n Luke’s ban
ounded. 

uporn Tangka

re.  He save
h earns 12.4

deposits a
His annual

d on the we

ojana
2
? 

gave him 
en.  Up to 
work and 

her opened 
ear.  What 
his age of 

nk account 

athach 

es 40% of 
40 percent 
re made 1 
 income is 

edding day 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 8
 



 

 
Exercise

Nichkhu
which h
retireme
Given h
equal a
from n
objectiv
earns 7
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Perpet

 
where  
 

 
 
Exercise

Kwun is
his girlf
will pro
indefinit
investm
the land
 
 
 

e 16 

un would li
he expects 
ent, Nichkh

his purpose,
amount of m
ow until h

ve?  Nichkh
7.00 percent

tuity 
CPV =0

PV0 = prese
CF = cash f
i =interest 

e 17 

s considerin
friend, indic
oduce cash
tely.  If 

ment, what 
d? 

ke to retire
to life unt

hun expects
, today, Nic
money Nich
he is 50 y
hun will de
t per year.  

i
CF

 

ent value at
flow per pe
rate per pe

ng the purc
cates that if
h flow of 2
Kwun requ
is the most

e at the ag
til he is 80
s to receive
chkhun is 1
hkhun need
years old i
eposit in th

t time 0 
riod 

eriod 

hase of 40 
f the land i
25,000 bah
uires a ret
t that Kwun

 

e of 50 ye
0 years old
e 330,000 b
8 years old
ed to depo
in order to
he bank ac

square yar
is used for 
ht per yea
turn of 25
n should be

ars old, aft
.  During h

baht per yea
d.  How mu
osit each ye
o finalise h
ccount whi

rds of land.
cattle graz
r per squa
5 percent 
e willing to

ter 
his 
ar.  
ch 

ear 
his 
ch 

  Ream, 
ing, this 

are yard 
on this 
pay for 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 9
 



 

Exercise

Aladdin
specific 
donatio
percent
like to 
donatio
deposit 
donatio
 

 

 

 

 

 

 

 

Growin

 
where  
 

Exercise

Wayne 
This tec
Bruce W
the tech
Subseq
What is
this tec
11.80 p
 
 
 

e 18 

 would like
account t

on to variou
t interest, a
donate 500

on today, wh
today?  A

on desire. 

ng Perpetu

i
CPV =0

PV0 = prese
CF1 = cash 
i =interest 
g =growth 
 
e 19 

Enterprise 
chnology wi
Wayne, the 
hnology to b
uent annua

s the maxim
hnology?  G

percent. 

e to set as
that aims t
us foundat
annually co
0 baht per 
hat is the a

Also, prove 

uity 

g
CF
−

1

 

ent value at
flow in per
rate per pe
rate per pe

is consideri
ill be able to
owner, anti
be 520,000

al cash flows
mum investm
Given requir

ide an amo
to provide 
tions.  If t
mpounded,
year foreve
ppropriate a
that this a

t time 0 
riod 1 
eriod 
eriod 

ng investing
o generate 
icipates his 
baht receiv

s will grow 
ment Wayne
red return o

 

ount of cas
an even s

the account
, and Aladd
er, starting
amount he 
amount sat

g on an adv
income in t
first annua

ved two yea
at 5.25 per
e Enterprise
on this inves

sh in the 
tream of 
t pays 5 

din would 
the first 
needs to 
isfied his 

vanced tech
the near ter
l cash flow 
ars from tod
cent in perp

e should inv
stment equ

hnology.  
rm.  
from 

day.  
petuity.  
vest in 
als to 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 10
 



 

Exercis

Krongka
offered
the fol
 

Tharat
 

Buddhip
 

Ronnap
 
Given K
opportu
 
 

se 20 

aew won Sr
d her diffe
lowing spon

thorn  

phat  

phee 

Krongkaew 
unity cost, 

ri-Siam con
erent prize
nsors, she s

 

 

has 12.00 p
 semi-annua

ntest.  She
e.  She was 
should choo

  

  

percent per
ally compou

 

e would be a
able to acc
ose? 

 
 

  
 

 

r annum,  
unded. 

award the p
cept one pr

  

  

prize; howe
rize only.  W

 

 

ever, 5 spo
Which prize

     Bhawo

      Radc

nsors 
e, from 

 
ornruth 

 
chanond 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 11
 



 

Exercise

21. You
in a
toda
child
perc
child
dep

22. You
mon
man

23. You
mon
plan
yea
of y
incr
have

24. Bilb
able
yea
wou
Thir
leav
mon
an 8
yea

25. You
stre
plain
You
follo
the 
the 
yea
that
inte

26. You
40 p
paid
purc
is a 
12 m

27. Wha
first
pou

28. Wha
one

e  

u are saving
ge; one beg
ay.  You est
d, payable a
cent.  How 
dren’s educ

posit when y

u’re prepare
nth, into an
ny payment

ur job pays y
nths.  Today
n to spend a
r.  You have

your annual 
rease at 4.0
e on the da

o Baggins w
e to retire 3
rs, with the
uld like to p
rd, after he 
ve an inherit
nth for the n
8.00 percen
rs 11 throug

u are serving
eet sweeper
ntiff is able 

u are the jur
owing: (1) t
last two ye
present val
r.  (3) 1,000
t the salary 
erest you ch

u have just w
payments o
d every six m
chase all th
9.00 perce

months in a

at is the val
t payment o
nded daily?

at is the eq
 period from

 for the col
gins college
timate your
at the begin
much mone

cation?  You
your oldest 

d to make m
 account th
ts will you h

you only on
y, Decembe
all of it.  Ho
e decided th
salary in an
0 percent p

ate of your r

wants to sav
0 years from

e first payme
urchase a c
passes on a
tance of €7
next 10 yea

nt EAR after
gh 30? 

g on a jury.
r accident.  
to return to

ry and prop
the present 
ears would h
lue of five y
0,000 for pa
payments a

hoose is a 9

won the lott
of 500,000 b
months.  A 
e payments
nt SAR com

a year, each

lue of an inv
occurs one y
?  What is th

uation for t
m today if t

lege educat
e 15 years f
r children’s c
nning of eac
ey must you
u deposit be
child enters

monthly pay
hat pays 10.
have made w

nce a year fo
er 31

st
, you 

owever, you
hat one yea
n account th
per year thro
retirement 4

ve money to
m now with
ent received
cabin in Rive
at the end o

750,000 to h
ars.  If he ca
r he retires, 

  A plaintiff 
In the trial,
o work.  Th
ose that the
value of tw

have been 4
years future
ain and suff
are equal a
.00 percent

tery.  You w
baht.  These
representat

s from you f
mpounded d
h with 30 da

vestment th
year from to
he value tod

he present 
he payment

tion of your
from today a
college exp
ch school ye
u deposit in
egin one yea
s college.  A

yments of 1
.00 percent 
when your 

or all the w
just receive

u want to st
ar from toda
hat will ear
oughout yo
40 years fro

o meet thre
h a retireme
d 30 years a
erdell in 10 
of the 20 ye
his nephew 
an earn an 
how much 

f is suing th
, doctors tes
he jury has a
e jury give 

wo years bac
400,000 bah
e salary.  Yo
fering.  (4) 
mounts pai
t EAR, what

will receive 
e payments
tive from G
for 10 millio

daily, should
ays.  

hat pays AU
oday and th
day if first p

value of a g
ts grow by 

r two childre
and the oth
enses to be
ear.  The an

n an accoun
ar from tod
Assume four

1,000 baht, 
interest co
account bal

work you did
ed your sala
art saving f
ay you will 
n 8.00 perc

our career.  
om today?

ee objective
ent income o
and 1 mont
years at an

ears of with
Fredo.  He 
11.00 perce
will he hav

e city for in
stified that 
already dec
the plaintiff
ck pay.  The
ht and 430,
ou assume t
200,000 ba
d at the end
t is the size 

1,000,000 b
s will start o
et Rich Now
on baht.  If 
d you take t

UD6,700 eve
he discount 
payment oc

growing per
C each peri

en.  They ar
her will begi
e 230,000 b
nnual intere
t each year
ay.  You wi
r years of c

beginning a
mpounded 
lance reach

 over the p
ary of 400,0
for retireme
begin depos
ent per yea
How much 

es.  First, he
of €25,000 
th from now
n estimated 
hdrawals, he
can afford 
ent EAR bef
ve to save e

juries susta
it will be fiv

cided in favo
f an award t
e plaintiff’s 
000 baht, r
the salary w
aht for court
d of each m
of the settl

baht today, 
ne ear from

w Corp. has
the approp
he offer?  A

ery other ye
rate is 13.0
curs four ye

rpetuity wit
iod? 

re two year
in 17 years 

baht per yea
est rate is 5
r to fund yo
ll make you

college.   

at the end o
monthly.  H

hes 150,000

previous 12 
000 baht, an
ent beginnin
siting 2.00 
ar.  Your sa
money will

e would like
per month 

w.  Second, 
 cost of €35
e would like
to save €2,
fore he reti

each month 

ained after a
ve years bef
our of the p
to cover the
annual sala

respectively
will be 450,0
t costs.  Ass

month.  If th
ement?   

 and then r
m now and w
s offered to 
priate intere
Assume the

ear forever,
00 percent c
ears from to

th a paymen

rs apart 
from 

ar per 
.50 
ur 

ur last 

of this 
How 
0 baht? 

nd you 
ng next 
percent 
lary will 
 you 

e to be 
for 20 
he 

50,000.  
e to 
,100 per 
res and 
in 

a freak 
fore the 

plaintiff.  
e 
ary for 
.  (2) 
000 per 
sume 
he 

receive 
will be 

est rate 
re are 

, if the 
com-
oday? 

nt of C 

FN
 2

11
 F

in
an

ci
al

 M
ar

ke
ts

  
   

   
Ch

at
up

or
n 

Ta
ng

ka
th

ac
h 

 12
 


