DEPARTMENT OF INDUSTRIAL ENGINEERING AND MANAGEMENT

DAWOOD COLLEGE OF ENGINEERING & TECHNOLOGY, KARACHI

Class Test # 02 & 03 
As Assignment


Subject: Engineering Economics (Theory)
 

  Date of Announcement: 15.11.11
Batch/Term: 2010/ 4th  

    Max Marks: 10
  Date of Submission:
      25.11.11
Design of Assignment: Hardcopy (Manual/Computer typed) or Soft copy 
Source of Material: Chapter # 04 (Nominal & Effective Interest Rates) of Book: ”Egg Economy”
Assignment Title: Give Brief Material/Solution to the following written Questions
Q#01. What do you know regarding equivalence relations: comparing payment period & compounding period lengths (PP versus CP)

 Q#02. An engineer working as a private consultant made deposits into a special account to cover unreimbursed travel expenses. Fig 2.1 is the cash flow diagram.
Find the amount in the account after 10 years at an interest rate of 12% per year,
Compounded semiannually.

Q#03. Define and Discuss the Equivalence Relations when series with PP is greater or equals CP
Q#04. For the past 7 years, a quality manager has paid $500 every 6 months for the software maintenance contract of a LAN. What is the equivalent amount after the last payment, if these funds are taken from a pool that has been returning 20% per year, compounded quarterly?
Q#05. Briefly explain both theoretically and mathematically the Effective Interest Rate for a continuous compounding

Q#06: 
 (a) For an interest rate of 18% per year, compounded continuously, calculate the effective monthly & annual interest rates.
(b) An investor requires an effective return of at least 15%. What is the minimum annual nominal rate that is acceptable for continuous compounding?
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Fig. 2.1
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