Time Value of Money

The idea that money available at the present time is worth more than the same amount in the future, due to its potential earning capacity is the Time Value of Money.  If TIME = MONEY then the TVM equation will prove it.  

FV= PV (1 + i )N







 * FV = Future Value

   





 * PV = Present Value

   





 * i = the interest rate per period

   





 * n= the number of compounding periods


Directions:  Using the TVM equation, calculate the value of each given amount of money if compounded annually.

Present Value  
  Interest Rate  
  Interest      Future Value

1.  $ 250


5%

  _______
   ___________

2.  $ 500


7%

  _______
   ___________

3.  $ 750


9%
              _______
   ___________

4.  $1000

        10%

   _______
   ___________

5.  $5000

        15%                      _______
   ___________

Time Value of Money

Answer Key

The idea that money available at the present time is worth more than the same amount in the future, due to its potential earning capacity is the Time Value of Money.  If TIME = MONEY then the TVM equation will prove it.  

FV= PV (1 + i )N







 * FV = Future Value

   





 * PV = Present Value

   





 * i = the interest rate per period

   





 * n= the number of compounding periods


Directions:  Using the TVM equation, calculate the value of each given amount of money if compounded annually (12 months).
Present Value  
  Interest Rate  
  Interest      Future Value

1.  $ 250


5%

  _______
   ___________

2.  $ 500


7%

  _______
   ___________

3.  $ 750


9%
             _______
   ___________

4.  $1000

        10%

  _______
   ___________

5.  $5000

        15%                    _______
   ___________

