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Topic: Deferred Annuities 

 

Carolyn borrows 30,000 to buy a car.  The loan has deferred payments.  Under the loan, Carolyn will 

make 60 payments.  However, the first payment that Carolyn will make will be at the end of the fourth 

month. 

 

The loan has an interest rate of 9% compounded monthly. 

 

Determine the amount of Carolyn’s loan payment. 

Solution: 
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It is  because  is the value one period before the first payment so it is the value at time 3.
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Krystian borrows 30,000 to buy a new car.  The loan is a 54 month loan.  There are no payments made at 

the end of the first six months.  This deferral period is followed by 48 payments of Q  with the first 

payment of Q  made at the end of the seventh month and the last payment made at the end of the 54th 

month. 

 

The interest rate on the loan is an annual effective interest rate of 6%.   

Determine Q  . 

Solution: 
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