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Purpose

The purpose of Computer Lab 03 is to help you as you solve Time Value of Money problems.  We will be doing three problems in Chapter 7.  The first is Problem 2 (page 211), a cash flow problem.  The second is Problem 3 (page 212), which looks at inflation and savings.  Finally, the third is Problem 1 (page 210) which relates to retirement planning and investments.  The third problem is optional.
Computer Problems

Chapter 7 Problem 2.   In this problem you have two sets of cash flows.  You will calculate the present value of each of those cash flows to see if they will give you above your required rate of return.  You will also calculate your average annual rate of return.

Chapter 7 Problem 3.   This problem will help you as you prepare for your children’s college education.  You will forecast the cost of an education in the future assuming a constant rate of inflation.  You will also need to calculate how much you will need to save each month for your children’s education, whether in monthly payments or a lump sum.

Chapter 7 Problem 1.   This problem gives you the opportunity for selecting investments for your 401k retirement plan.  They give you some historical returns, and you calculate what your retirement portfolio would look like given their forecasts.  You will also use scenario manager to look at different scenarios.
Support Information

You should have sufficient background to complete these problems.  Information on using Scenario Manager has been given to you earlier.
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