Chapter 13 Annuities and Sinking Funds 

These sites give a formula you can use to calculate annuity values.  Some also explain how the formula was found.

	Ordinary Annuity
	http://mathforum.org/dr.math/problems/eastman.8.24.96.html

	
	This response to a student question in the NSF supported Math Forum gives a formula to use to calculate an ordinary annuity’s value and two examples of how to use it.



	Tables for Annuity Value
	 http://peregrin.jmu.edu/~drakepp/principles/

	
	This page has links to online versions of chapter 13 tables, which in turn link to an example of how to use the table.
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Use these calculators to find the value of an annuity.

	Annuity Value
	http://www.homefederal.com/ResourceCenter/Calculators/
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	The investment calculators section of this page includes several calculators to help you determine how much money you need to invest monthly to reach a savings goal.




	Interest Rates
	http://www.timevalue.com/tools.htm
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	This site has several calculators in the retirement section dealing with annuities.  One interesting one asks for the monthly payment you can afford and your savings goal and provides the interest rate at which your money would need to grow.
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The following sites have more information on annuities.

	 Annuity Ratings
	http://www.freeannuityrates.com/annuities/annuity-company-ratings.php

	
	This site rates different types of annuities companies have to offer

	
	

	Explanation of Ratings
	http://www.ambest.com/ratings/guide.html
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	A.M. Best assigns financial strength ratings to life insurance companies that sell annuities.  This site explains its ratings system.



	Annuity Quotes and Information
	http://www.annuity.com/ 

	
	This site explains annuities, offers free annuity quotes and more.



	Lotteries
	http://www.straightdope.com/mailbag/mlottery.html 

	
	Many state lotteries now allow players to take the present value of the annuity from a big jackpot instead of accepting annual payments.  This site explains how it works.
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Project A

Go to http://www.bankrate.com/brm/news/ira/20021211a.asp and read the article Start your kids on the Roth road.  Suppose you open a Roth IRA for your daughter and deposit $1,000 at the end of each year to match her earned income from age 14 to age 21 (eight years).  Assuming she made no withdrawals or additions to that account after the year that she turned 21, how much would she have in the account at the end of the year that she turned 60?  Assume the money in the Roth IRA account earns 8% annually on average.  (Hint:  This is like an annuity for the first 8 years, then like a savings account.)

Project B

Go to http://www.homefederal.com/ResourceCenter/Calculators/.  Suppose you wanted to save $1,000,000 for retirement.  If you planned to retire in 20 years what would the monthly payment to your sink fund be?  What if you planned to retire in 30 years?  What if you planned to retire in 40 years?  Is the 40-year annual contribution half the 20-year contribution?  Explain why, or why not.
Project C

Go to http://www.straightdope.com/mailbag/mlottery.html and read the information about lotteries.  Then use the calculator at http://www.timevalue.com/Tools.aspx?CALCULATORID=IC04&TEMPLATE_ID=www.timevalue.com_2 to answer the following.  Suppose a friend won the lottery and is guaranteed payments of $100,000 for the next 30 years.  If long term interest rates are at 6% then what immediate lump sum payment is equivalent to the 30 year payout?

Project D

Go to http://www.timevalue.com/tcalc.aspx and click “How much do I need to fund my retirement?” John Hash is planning his retirement. He can live comfortably on $3000.00 per month for 10 years. How much money does he need to deposit now in an account earning 5% interest to be able to afford this amount? If he cuts his monthly payout in half, how much would he need to deposit now?
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