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	Marks

	Q.1
	(a)


	 You have $1,000, and want it to grow to $2,000 in 5 Years, what interest rate do you need?                                                                                                                       
	3

	
	(b)
	You want to know how many periods it will take to turn $1,000 into $2,000 at 10% interest.
	3

	
	(c)
	Discuss simple interest, compound interest and cash flow diagram.
	4

	Q2
	(a)
	An employ of INU is planning to have personal saving totaling $1,000,000 when he retires at age of 65.He is now 20 years old. If the annual interest rate will average 7% over the next 45 years on his savings account, what equal end of year amount must he save to accomplish his goal.
	4

	
	(b)
	Suppose you borrow $8,000 now, promising to repay the loan principal plus accumulated interest in four years at i= 10% per year. How much would you repay at the end of four years.
	2

	
	(c)
	An investment  of $  10,000 can be made in a project that will produce a uniform annual revenue of $5310 for five years and then have a market (salvage) value of $2000.Annual expenses will be $3000 each year. The company is willing to accept any project that will earn 10% per year or more, before income taxes on all invested capital. Show whether this is a desirable investment by using the PW method.


	4
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	5

	
	(b)
	 An investment company is considering building a 25-unit apartment complex in a growing town. Because of the long term growth potential of the town, it is felt that the company could average 90% of full occupancy for the complex each year. If the following items are reasonably accurate estimates, what is the minimum monthly rent that should be charged if a 12 % MARR (per year) is desired? Use the AW method.
	5
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