MGM 230 Formula Sheet – Midterm 2 (Mar15/03)

FV = PV * (1+r)t

PV = FV / (1+r)t
Annuity PV = C  * {1 – [1/(1+r)t]} / r

Annuity FV = C *{[(1+r)t – 1] / r }

Annuity due value = ordinary annuity value * (1+r)

PV Perpetuity = C / r

PV Growing Perpetuity = C / (r – g)

PV Growing Annuity = C / (r – g) * [1- {(1+g)/(1+r)}T]

EAR = [1 + (Quoted rate / m)]m  - 1

EAR Continuous = eq  - 1

Bond Value (or Price) = C  * {1 – [1/(1+r)t]} / r  +  F/(1+r)t 
Fisher Effect: 1 + R = (1 + r) * (1 + h)

General Case: P0 = D1 / (1 + r)1 + D2 / (1 + r)2  + D3 / (1 + r)3 + …

Constant Growth Case: P0 = D1 / (r - g)

Supernormal Growth: 


P0 = D1 / (1 + r)1 + D2 / (1 + r)2   + …+ Dt / (1 + r)t + Pt / (1 + r)t



where  Pt = Dt * (1 + g) / (r - g)

Required Return: R = D1 / P0 + g

