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̶ Definition and related terms:
• A sequence of payments, usually equal, made at equal interval of

time.
• Mortgage, insurance premiums, installments, etc.
• Payment interval: interval of time.
• Term: life of the annuity.
• Ordinary annuity: payment made at the ends of the payment interval.
• Annuity due: payment made at the beginning of the payment interval.
• Annuities certain: begin and end at a set point in time.
• Contingent annuity: beginning or ending date that depends on some

event: life-insurance premium, retirement fund plan, etc.
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̶ Related terms:
• Simple annuity: the interest is compounded at the same frequency as

the payments are made.
• General annuity: the payments and conversion periods do not align.
• Present (or discounted) value: Equivalent value of the set of payments

due located at the beginning of an annuity’s term. Borrowers!
• Future (or accumulated) value: is equivalent value of the set of

payments due located at the end of an annuity’s term. Savers!
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̶ Defining

̶ Then:  
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