
1

162 Old Notes S97



Quiz 1

L.tt. Granny gave you
lott
+ grow, it 8,3⁰m, coup

whee you
42.23 ?

2. What i

4 Ap. 97
823

$1913 when

What it it

Weldy
Marcus & Wa

#

++

$ 823.76.258 = 1515
How at. 4.15 % ?: half the nate ?.

$ 2,265$823 ×x 2

+
Hyuyou wi

whith you

700/1:05 )1,04

you were born. It
How wh will

you...Welle
5,75%.Ef, 25878.

F5 =
corts $ 100,

a J-coupon boud grows at 59,a grows at 59,, & matury in 12.
You disc. future vuller at 4.2...futurs valley at 4.9. What in

the boud n if you had to ?
4% 74.8

pay for
12

700 · 1₁1219 = $ 185,18

Premium - $85-18

4. What is the won in the Rule of12 when n = 60
and I ./EV

-X wieder ?
+Eliected ?



19
1. To rise ofi
2. % rise of cap late

9. change in S.3.

= 50%1₁

9-= -110

9 = 23

I rise from 14 to .1606

Ŀ

1,

500
T04

-0 %

1

10

2007.

3-3-33 - 1·0-000

10,000

Loud Quiz__

Vative 9 = 10a
50

+

-406-²4-

R = 1,000_

Noe changer when n = 14

|



2₁

2,
Quiz Apr 11Cp

fine
1. Inow the locus of allpoints, satisfying

Braw

when i= .08 Use tule of 72.
usecall to when usa

13

3 ...

E
2.12

10.87
93.16

Discount y₁, unsyn in. (2) to the present, when i= 0053
= 1.39 = 2.19 = 4.4521.05

2.12
1.96

31

59

n =0 ton =6€3

F= 1"

4.96

4. illustrate Stef I graphically
+

$



Mow. Cyp . 14

1. Rate of excllange , intertemporal
++

*A. 2 pts
#

#
1212FRATE

#

-H

+

FF= 1"

C.

B. Point & flow..Wh

F.

nuto Manger w. I and a

Ï-"

Power of I.
Print & future flow.

-n
1 = 7/² I
Ever- filled tube of toothparts
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+

2

++
Wed., Cepu,16

n = 1 .

‡‡

ALPF

check

3. Problem

LO

I'm41
40

[
60

#
4. Orange gloves.

I

Z

i

1 - I
i

60

Use low i; then highe
on imputing...

Then deduct K, for triple net DV.

Might also deduct xptu. cost, strage, etc.
"Netback" technique .

1- I
1 [

1

I

W

60

Thus, the farmon! gets a smallshare...
Even the oil man doen?

}

1
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Quiz, 18 Gu. 47

You can double the life of thethen they passing
family from I yes

carpby
extra

T

wore now (fon

By de

#

40 % more now fuit== E
what fraction do you raise the PV₂? :=.16

-14 875
= .354.646

I
1- [5 --1

a wavelwouse may last 15 = ₁03yu.
... W lutWhat fraction of ACF comes from last } of life?

1 = /

DUF14

ACE₂

=

1--1-5T- I
1-6--TE-75

thick seatbaik

ACE,

-1

; 11 ~
$ 41

OCF.
ACES

- /

= • 134

.you
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Orange

ALF.

--|| --

++
Fri 18 Apr

Grove

ACF

1₁.I -T "

Let b = 5α

+

6.96 b =

o ..

=.. 0

9.19 + 16.7 b

2.40

34.89

6.96.b

:~



p./ 1. Usufract, pel

M. 2.

|

W/ud. 23 Cynr. 91aps

#Rising Ment

! +1 #

||

++

M.1-2 3.

Laund gields perpetual u.f. if you upply25 st.
yrs. M .. si..

S = KI
__Kur

t

[²

I"-1

S =

1-2-251-=1²²8 = 1.142

Hl

Û

ing
a

iq

6₁ As =

Explain
Let t = 0 .p.z

1.2-3 5 1̂/2² = 77P/e"

1.4 As = g5.

142

use nominalick...1

I"

I''s

3.__ Meaume I in comment $, not_coust. $

(i =

a+me+to]#̂it I" -1

K eve

it land is base

(05)

every..

how to handle influ .
Skip sections 2, 5, 6, 7,9,10.



a tas.
g5 is part of Feument in cours

pp . 5-6 8. Lue after inc. the =

- (g5 langely escraper inc. Eace)

a(1-2) +

Eux)

.p.4 7. luc.

9ot

1.5 10.
4.

#
llestp.lo 11..

= #=

Si # ( + =0)

Iso dien 2 , if there is a Udg. to deposc.).
cc = Si

Si = utgs
SiYou need to count g5 as inc., to cover

He If you can't, don't buy lend.)--++

a tas > a

Js

lutement is a current expense.
H

p .6-1812. Skip 5-7,9-10.
p.12 13. Leverage of g

p.12 is too desume..

Si a Nezative Call Flow
If you're 100 % financed.)

& 18 only 5 isafuld, 5(1-5); =a =
Here we introduce a new wrinkle in c.f._

NCES

This is personal, as vs. social ecs.

Use qumerical e.g.

2I 1



PP-212
14.

12-13

H

t

qu Vrof.
A.

B.

6

5₁

5.₂

J

owneour.utrip

Results of leverage

p.13_15. Dilution..
If

P

18.8

-08 - .03

80
falls by 50 % ; srises by 400 % ( 20),

20.

a

03

a fareseVolatility of S

b. Power to strong hands ; hi comen . f

20 a

100 a

3

~
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S

a.

Fvi. 25 qu. 97

Valuation of intermittent_values.
S = G₁₁ ===

n = 1

The G₁_= a_

5 = U

-ÍFI

&Why theNIE??

S= G₁

75²

.̂ _ =_ 00

4₁ G₁ = $₁
5 =

9

@ - K

TO #351.0

a

1

extra_"Q " ?

----I

-K.

Iti
-4(/F:) =++6a(17

Bus. G₁_is_at_faw /_n

|
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I

1

;

1

1
?

A
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+

Now ,

+4 +‡1

28

S =

intermittent
OLF from series

tup- K

an

1- I

5 = & - K ++-1
I

-1. :
+

slo 1-1 + In!
Iu In

2₁. Nos. See # 24,p. 5
H

3. # 35. office bldg. wodel. Linking cause teffect.

-74-1



H

1. Purpose of Offorce sloty. Model

-F

H

++1

2... # 42 , cuurit. Tillie.

Wed 30

IF

30 am .

B.
b

CA

www.
show"opt. K is determined.

is determinedS

Introduce concept of now at the margin

a. Capd, income. " from timber
le

S =

Find attrici income.PU d G.

G₁ = -C₂₁I² +√₂Fa

Gu

I^ -1

294 60

6.45-1

2, Find annualvalue

$2.80

100.6.45 + 400
66254,

= 46.7

Si =

3. Makes all time slots commensurable

4. Comsimp. natio

5. Cum value of pop, tur p. K S
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Mov 5 May

1. Cinco de Mayo
H.

#502_ annualizung & L.PF.

9 = 1

++
}+#

5 #

a

}}

Extremes
n = 1

I

n = ∞0

l

i = 0

·n.

7

H140

i

do

t. Table - malle one us homework

Iki

-18

n

I "time -average," adjusted for the time-value
of money.

a combo of dividing by nit multiplying by i .



#516...

#

+
#

Tube of toothpaste; roll ofpaper

FFF

n

n = cumvent year.H

.b.
6 = remaining life (balance oflife)
(w = whole life = ntb

Deprecy.
B = Balance = P₁ - 2[0 ]P,

= shaded meaD

A

Û a I

"6

(6-1)

♥

1

a (from IPF)

= w- n

Time

N



I
lift How much highing that it is IPF ? (22.07)

H i sjIt

H

#

Wes, 7 May?

t
+
H

-H

~

#
14

spre

2

25

244

# Whathactingwine lower unnualprut. by doubling in

22
you

-H to falls by 50%VANE
.012,036

.086.

n
:20
004
.0.2

ori
1086

3... How about doubling from 5 to.10 ?

l

'PE

-|-
==

*

~
41.8
%

244142

#
# By what fraction A /PF ?t

.086
1072

- 16,3 %0

IPF/=
1.2

1.42
2,15
3.62

Work IF2 the otherway : cut y from 50 to 25.
Double à from.com_toly.

-.086 -1 = 19.4 %1012

Moral: to cut down on interest, pay off your.dekt.

1



5. How much of total put is interest ?

Tr =_na__ =_up = n-||
1ut = nu - P = P(+₁ === -1)na

It

H

10

t
150

bi

25

#

#
t

lust

TP

.P
a

lut
Tr

1.

P
0.=

.na.

1

( = , 07

-P..

|--|--
ni

·18

wa__

TOFF
4

~ 30V

53

.72

n

y

a I
= ₁+=5"

A1.5 "

l e
na

l
na

I
146tea
31

Return to.Istyearput. bat how much de
lower Belunce? you

By what
H

(1-4)

48
23

86

--+

1-1#5-₁

ACFF.
n

I
ni..

J

I is to notintauxna
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6.+(cont.)
-||
-H

Hadi=ľ
lo

+²5
50

Julives of SFF

H

#

; = ,04
185

983

144
,007

.22. -11
161.

.022

# 52 Capital Sinks
sliccess stories.

9701)

A

.

3



Quiz, Fri, May 9

You bonow $ 42,560 at 8.7 % to be repaid in
leveluuehints over 25 yes.-H qu ...

thu 7a. What is the unduel puntput
b. How much yju attire theprinciple
c. How much ist. willyou havepd. ter 25yes ?

089
a. $42,5.60 x

HE
#

#
H

It
#
·||--
#
#

--H

b. 4,228 × 1.089

|v4

lut
YP

T

1.089.45.1-1.087

.087

1 -.. 124

099

25

DUFF
n

$4,228

= $525

10.071. 25

lit = .597 xna - = = 597 x 25x+4228 =- $63;140

na

DCFF

= 1-1403 = , 597

n



#1

7#

3..
3.

4 .

Quiz 23

94Gaara Festant Sport-utes
utes

n = 3

R₁= 18,8 k
A₂ = 15.kh
reut
P = $ 30,000
i = .09_

α = $ 30,000a

P. 195

Ə

E =

May

11

$ 400/ =

6₁₁ P = 100k

you ry
Hay!

x
.-09.

1-1.09

= 11,852

1477
mo

11,852 18·15,000-1305,
Is lessor wring higher or lower thana
Fractional change in A

--3

-3

4800/in.

5,490

-144 = -1861
--161

iei; = , 07

Rx 305

8600 +2247

18,000 x .09.

1:09²/-1

q

K₁₁ = 55k
A = P₁, 086 + K..., 0861.475 €

247 - 1920 =

6,362

18.
2

== .167

7277-6372
6362

= 88927
R₁y " 016

1

- =-14.4 %



+
Lin

-+

#t
ti

I

Wed, 28 May

1

03
E

E.g₁ G

(Note, ni = 72)
EI "

2,
n = 25₁
i = 1028

n lu I = ln 2 = .693

n
.694
in I

51= 4(1-1")2

.72
= !!!!!

4 ÷ = .10.

:"")• 10(1 - 1.00

them 14.10

Į



#
H

H
#

{

Qui 1 30 May
P = $153 k
a 12k
n 12

2

098,0.008 ..0.49.
Let R = $100 k.

•79.118,0.95, 0.00 0.49}

adding Deadweight
a

(P+X) - (F +x)[="²

Monday

+ -+(1-2-4)
a

"P- F5 " + X(1-[²")

Lowes NOR

(1-2 )

63. Cartu
64 , Rise of Site Value...



-p-5

N

June

†

ī # 63 Canter's Cut: "No_His assemble" !

2, # 64.
a.

2 197

LV incremento
2f.

T= 4² -K²=+=

Ketto

_bot_lowers _ROR

ROR_=
ati- I-̂ )
K FT(1-1'")

Tube I shows how it I lower, NOR4

Tendency of uigus to undervolue_T..

c. AT offrets the lowerving

---

:

When AT= K₁ over liffe NOR =+

p.Z AT helps souve, then hing othen .

P Ma

1
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3. 66.A. RORAT

a. IVUT (CO₂)

1

Moxal: beam how toprogram!
b. RORAT

Appears twice =

66A,p.². Equ...5
66.A_app.,p.³. Egn.I

Inspection : p.5
4 Performance Suds. for K budgeting

a. Micx PV bat
Choose any it. Whose_ACF_>_Ko

PVP =

b. Min payback time

Z

Choose any int whose payback < Xyears
:) W/₁__considerinig nit
iil Subject to specified is.

C...Mux.ROR

Choose any wink. w . ROR > X % __

1 ↑
l

#d Mal a (" net" )

2
1

1
|



June 4

Puf. Stds. Net

L.___N.P.V.,__Payback_Time, Rams.Valere, (R.O.R

2. ___Maximizning vs. `hundle"" or "threshold" approach.
E.g. of ROR

Maig unvolve, fine tuning, continyour variation, or
" Mequined response " the kind of linking that
lost the UN war .

CEftere, we look more at discrete altunctives.
a needs simple directions for his six. Chiefs..

wat as3. Reject_ single-factor standands. - E.....
at of labion or lind..

# Optimal combes is the iden
"Bo.Hom live " expresses it: I
sumuvarizes a long string of calculations,

butit must

onefinalyou.,

4₁ A N.P.V

any wit. whose DCF_).K.
Problems

1. How rank them, it are mutually_exclusive ?
If rank by size, are biassed toward bigger

ensinable projects; also tow and more durable overwitti

Not comm
No replacement

Bru ?___No_vationale for that. In office bldg.
?

+model; courses HoligforHapp simall K

2. If we is very low , wd. will in most of

life..K mean.... cost....
SE Bay, & clunk of Gulf of Mex .

K has no effect _on_ec.3

ofreplacement

}

1



!

unique-
while. K

Payback time - prick anyn <5years.
lux.

He

1. Be une to defiire paybank timeright. Int.
comer first (So doesrent, we haven't even handles that.)

2. Faucer you'll out of all longer insts.,
which may have higher R2R"

Limits_you_1you to the most competive fields..
May cause your volume higher thanyou
I's good for those w..little K ustcan handle.

for those w.._much!

B

i

to Austi be
C. ROR

1. Be sine toenter catalypt_valever,at masker.
However, to ut. those valuwer, you must use Valuation
based on munker rate of interest._

=
Landvaluerave hand to take from unkt., bes, eachpured is

2. Mkk i is usually supplied exsemmily .
E.g., in office Heg. model 1: = 102bldg.

is fungile guin in stopping where LE

3.

=_30_20_
is

3. The larger is of amegating.$pemptive

To get the listen ROR, you apply too little K, and

2

((



koje sa Prevod
FRAN

FORE

impute__to land, so you can't justify using
any at all.

D. Annual Value
I

Max. (F(~) - K, [") #SFF

SFF
!..All costs are considued.
L._Futuw_gen. are considered, bus

3. Landvalue is found_from_w/in the solution
+and land is hardest to valive from the wikt.

exogenous l.v. is required,No

4. Note_whift_happens utum_i_o_.SEE →

t
S₂

n

mux (F =K)
nyou

Y__NOV, whereyou mue_F

|

3

Perp-Mult=

1

ļ1



1

.

ill

1

M

ži
1

!

1,062
101-6

1

14

|

| 1

1

1

!

1


