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Chapter 5
Time Value of Money( Learning 

outcome 4) 

RO2  LEARNING OUTCOME 4

.

INTEREST 
PAYABLE AT 

MORE 
FREQUENT 
INTERVALS

✓ Effective annual rate (EAR)

✓ Annual percentage rate (APR)

✓ Annual equivalent rate (AER)

INTEREST 
COMPOUNDED

✓ Annually

✓ Half yearly

✓ Quarterly

✓ Monthly

✓ Daily

COMPOUND 
INTEREST 
FORMULA 

FV = PV (1+ r)n

TIME VALUE OF 
MONEY 

DEFINITIONS

✓ Present Value (PV)

✓ Time Period ( n)

✓ Interest Rate (r)

✓ Future Value (FV)
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