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Example 3. $100 deposited per month in an account

earning 5% interest has a present value of 100 +
10009572 + - .. 4+ 100e %12 dollars.

What if, instead of deposited as $100 per month, $1200
was deposited as a continuous income stream, evenly
over the year? Then, over a short fraction of the year
At = %th of a year, we would deposit 1200A¢ dollars.
lts present value would be (1200At)e~"°t, where t is a
time at which this money is deposited. The sum of all of
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But what happens if the revenue function isn't constant,
but is even a linear function? We run into integrals like
that of te’". These are done in section 7.1, but we will
just use a general formula.
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problems.
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We can use this for more complicated revenue stream
problems.

Example 7. If you invest R(t) = 2000+ 400t dollars per
year In a retirement account earning nine percent per year,
how much will you have after forty years? How much of
that is principal and how much is interest?

The other class of revenue streams for which exact
answers are within are reach are those described by
exponential functions.

Example 8. The revenues of Startup.com is modeled by



10e!?" — 20 millions of dollars. Adjusting for inflation of
4%, estimate the present value of its revenues over its
first five years.




