S&v(ngs Plans

Fudure Value (Account Balance in the Fudure)

One  deposit, no withdrawalg,  compounded (nterest, unchangmg
intevest vate ‘  balance grows acc. o formula:

FV = P-(l *'r/n\rJc or chrt

i

interest comp. n interest
+imes per .'jmr com. con*h'nuouslj

However, mgually we Set aside money over Hme.

Ex To save Hor refirement, Set aside $350 a month for
35 years. (MIS 2.3.5 #1)
- Set aside a total of
(*250/mon+|'\3 ol ) ¥ ( \___ $
= Invest it (o it can earn interest) instead of ‘PM'I'HY\S

it n a checK\'nﬂ acct. (whece i+ would not earn interest)
* Account has avg - of 6.5% APR.
Tnterest  compounded mon+h\|d.
- See Excel table. Wil have n 35 Years.
© AY fivst, monthly intecest s
3250 mon+h15 oleposit.
" After pbout years, mon+hl5 inteves+ is
3250 mm-l—hlﬂ oeposi+.

y Bﬂ the end mOﬂ'H'\lﬂ interest s

3250 mon+h|5 oleposit.
“n all , bhave o(e})osi—l-ea( ¥ Jos, 600 8 earnedl $
Intevest, The interest is aboit ____ of the Tolal halance.




Fovmula. Ffs¢ FVY in this Scenario s move complicatest  +han
€XP0W€YTH6L\ 8row+h. asSumming devosit
. v n'l:__ \ 3 ePOS\ S
Fv = {deposit o) ['(l ) 1] occur reqularly, wy

(r
n) same -Fquufnc as
intecest 1S Compoundeyy

Tn Excel, enter formula liKe this® o (deposit arnt-)

= FV (T(Xl'e per Period, # ‘Per\'ods )Palﬁmf amt, P’“’an‘\' Val)

|

APRY, . - r #imes \ . a inH\w'al
by~ R g
not (PV)

Note ¢ Excel will Sive the answer a5 a negorh've humber
this is shown by puting the amt in parentheses & colottng it red,

See  ExXcel SPheaolShee{', second. oo T\r5 2.3.5#2 now.

Determining Payment Amts. to Reach  Goal

Howe 30&\ for FV of account; how much 1o deposit into
he  acoount  each period?

Tn Excel, enter formula (ke this:

=PMT ( rode pec peviod, # periods, PVCSQ“'I' val., future val)

APR. _ \Z} Nt ?orf?\/ ,t 30&[ amt.
#&rpe%ecgpk v (inihal amt. dePoSl"l'zd\ For Ficure

Ex * MIS 2.35 #7. See Excel Spreadsheet, third tab.



