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Factors and Equivalence

• Present Worth (P): present amount at t = 0

• Future Worth (F): equivalent future amount at t = n of any 
present amount at t = 0

• Annual Amount (A): uniform amount that repeats at the end of 
each year for n years

• Uniform Gradient Amount (G): uniform gradient amount that 
repeats at the end of each year, starting at the end of the second 
year and stopping at the end of year n.
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Cash flow diagrams for single-payment factors:
(a) find F, given P
(b) find P, given F
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Note:

• Term in parameters or brackets are called factors.

• The factors are represented in standard factor notation such as (F/P,i,n)
where the letter to left of slash is what is sought; letter to right represents
what is given.

F/P and P/F for spreadsheets:

Future value F is calculated using FV function

= FV(i%,n,,P)

Present value P is calculated using PV function

= PV(i%,n,,F)

Note the use of double commas in each function
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Table 2–1 summarizes the standard notation and equations for the F/P 
and P/F factors. 
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Examples:

Sandy, a manufacturing engineer, just received a year-end bonus of $10,000 that will be invested immediately.
With the expectation of earning at the rate of 8% per year, Sandy hopes to take the entire amount out in
exactly 20 years to pay for a family vacation when the oldest daughter is due to graduate from college. Find the
amount of funds that will be available in 20 years by using:

(a) hand solution by applying the factor formula and tabulated value.

Solution:
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