
Present Value Of A Single Amount Table 1

Present Value Of A Single Amount
Table

Present Value Of A
Single Amount Table

Downloaded from
remodelicious.com by

Weston & Obrien

UNDERSTANDING THE PRESENT
VALUE OF A SINGLE AMOUNT
TABLE

A  powerful  tool  in  finance  and
investment analysis is the concept of the
time value of  money.  At  its  core,  this
principle recognizes that a dollar today is
worth more than a dollar received in the
future  due  to  its  potential  earning

capacity.  The  present  value  of  a
single  amount  table  is  an  essential
resource for  anyone looking to quickly
determine how much a future lump sum
is  worth  in  today’s  dollars,  given  a
specific  discount  rate  and  time  horizon.
By  providing  pre-calculated  present
value factors,  this  table eliminates the
need for repetitive manual calculations
and  helps  analysts  make  informed
decisions about investments, loans, and
project valuations.
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Whether you are a student of finance, a
business owner, or a seasoned investor,
understanding how to read and apply a
present  value  table  can  significantly
streamline  your  financial  planning.  In
this  article,  we  will  break  down  the
underlying  formula,  explain  how  the
table  is  structured,  walk  through  real-
world examples, highlight its advantages
and  limitations,  and  explore  how  it
compares to modern digital tools. By the
end, you will not only be able to use the
table with confidence but also appreciate
the critical  role  it  plays  in  discounting
future cash flows to their present worth.

WHAT IS THE PRESENT VALUE OF
A SINGLE AMOUNT?

The  present  value  (PV)  of  a  single
amount is the current value of a future

sum of money, discounted back to the
present  using  a  specific  interest  rate,
often called the discount rate. The logic
is simple: if you can earn a certain return
on your money over time, then a future
payment is worth less than its face value
today.  The  formula  for  calculating  the
present value of a single future amount
is:
PV = FV / (1 + r)^n

PV = Present Value
FV = Future Value (the single
amount to be received in the
future)
r = Discount rate per period
(expressed as a decimal)
n = Number of periods until the
future amount is received

For  example,  if  you  expect  to  receive
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$10,000 in  5  years  and your  discount
rate is 8% per year, the present value is
$10,000 /  (1.08)^5 ≈ $6,805.83.  That
means, if you had $6,805.83 today and
could invest it at 8% annually, it would
grow to exactly $10,000 in 5 years. The
factor by which you multiply the future
value—1/(1+r)^n—is called the present
value factor.

The Role of the
Present Value
Factor
The present value factor condenses the
entire discounting process into a single
decimal  number.  Once  you  know  the

factor,  you  simply  multiply  it  by  the
future amount to get the present value.
This  is  where  the  present  value  of  a
single amount table becomes invaluable.
Instead  of  recalculating  (1+r)^n  each
time,  you  look  up  the  intersection  of
your  discount  rate  and the number  of
periods in the table to find the factor.
Typically,  the  table  is  organized  with
columns  for  different  discount  rates
(e.g., 1%, 2%, 5%, 8%, 10%, 12%) and
rows for periods (e.g., year 1, year 2, …
year 30 or more). Each cell contains the
p r e s e n t  v a l u e  f a c t o r  f o r  t h a t
combination.  For  instance,  at  an  8%
discount rate for 5 periods, the factor is
approximately  0.6806,  which  matches
our earlier calculation.
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HOW TO READ AND USE THE
PRESENT VALUE OF A SINGLE

AMOUNT TABLE

Using the table is straightforward once
you understand its layout. Here is a step-
by-step guide:

Identify the discount rate (r):1.
This is usually the required rate of
return, cost of capital, or interest
rate you expect to earn on an
alternative investment. Find the
column that matches your rate.
Identify the number of periods2.
(n): This is the time until the
future amount is received—often
in years but can be months,
quarters, etc., as long as the rate
matches the period. Find the row
for that number.

Locate the factor: The value at3.
the intersection of your rate
column and period row is the
present value factor.
Multiply by the future amount:4.
PV = Future Amount × Factor.

For example, using a table, you want the
present value of $50,000 to be received
in 10 years at a 6% discount rate. Find
column 6% and row 10.  The factor  is
0.5584.  Multiply:  $50,000  × 0.5584 =
$27,920. So the future $50,000 is worth
$27,920 today.

Interpreting
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Factors Less
Than One
Notice that all present value factors are
less than 1 (except when r=0 or n=0).
This  reflects  the  time  value  of  money:
the farther into the future you receive
money, or the higher the discount rate,
the smaller the present value factor. For
example,  a  factor  of  0.9  means  the
future amount is worth 90% of its face
value today; a factor of 0.5 means it is
worth half.

PRACTICAL APPLICATIONS OF
THE PRESENT VALUE TABLE

The present  value  of  a  single  amount
table  is  used  across  many  financial

contexts.  Here  are  three  common
scenarios:

Investment
Decision Making
Suppose  a  company  is  considering
purchasing  a  piece  of  equipment  that
will  generate  a  one-time  cash  inflow  of
$100,000 in 7 years. The company’s cost
of capital is 10%. The present value of
that  future  inflow  helps  determine
whether  the  investment  today  is
worthwhile. Using the table: at 10% for 7
periods, factor = 0.5132. PV = $100,000
× 0.5132 = $51,320. If  the equipment
costs less than $51,320, the investment
has a positive net present value.
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Bond and Note
Valuation
Zero-coupon  bonds  pay  no  periodic
interest;  instead,  they  are  sold  at  a
discount  and  pay  the  face  value  at
maturity.  The  present  value  table  can
quickly price such a bond. For a $1,000
zero-coupon bond maturing in  5  years
with a market yield of 4%, use factor at
4%, 5 periods = 0.8219. Bond price =
$1,000 × 0.8219 = $821.90.

Retirement

Planning and
Lump Sums
If  you  expect  to  receive  a  retirement
lump  sum,  inheritance,  or  insurance
payout in the future, you can discount it
to  today’s  value  to  understand  its
current buying power. For example, an
inheritance  of  $200,000  in  20  years
discounted at 7% yields a present value
of  $200,000  ×  0.2584  (from table)  =
$51,680.  This  helps  you  compare  that
future  windfa l l  against  current
opportunities.

ADVANTAGES AND LIMITATIONS
OF USING A PRE-COMPUTED
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TABLE

While the present value table is a classic
and  convenient  tool ,  i t  has  both
s t r e n g t h s  a n d  w e a k n e s s e s .
Understanding these will help you use it
more effectively.

Advantages
Speed and Simplicity: For
common rates and periods, you
can instantly get the factor without
performing exponentiation.
No Calculation Errors: The table
eliminates arithmetic mistakes,
especially when dealing with
multiple scenarios.
Educational Value: It reinforces
the inverse relationship between

discount rates and present values,
and between time and present
value.
Accessibility: Printed tables are
found in textbooks and financial
workbooks, and many online
versions are freely available.

Limitations
Limited Precision: Most tables
show only 2–4 decimal places,
which may cause rounding errors
in large sums.
Fixed Intervals: Tables typically
list integer discount rates and
periods. Interpolating between
values is possible but cumbersome
and less accurate.
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Single Amount Only: This table
is designed for a single future sum.
For multiple cash flows (annuities,
uneven streams), you need a
different table or method.
Assumes Constant Discount
Rate: The table assumes the
same rate applies every period,
which may not reflect real-world
fluctuations.

PRESENT VALUE TABLE VS.
EXCEL AND FINANCIAL
CALCULATORS

In today’s digital  world,  many analysts
use  spreadsheet  functions  or  financial
calculators instead of printed tables. In
Excel, the PV function computes present
value given rate, nper, pmt (0 for single
amount),  and  fv.  Similarly,  a  financial

calculator like the HP 12C or TI BA II can
compute  PV  instantly.  These  tools
provide  more  flexibility  and  precision.
However, the present value of a single
amount table still serves as an excellent
conceptual  scaffold.  It  visually
demonstrates how factors decay as time
and  rate  increase.  For  teaching
fundamental finance concepts,  the table
is often preferable because it makes the
underlying  mathematics  explicit.
Moreover,  in  exam  settings  where
calculators are restricted, printed tables
are the only option. Therefore, mastering
the table remains a valuable skill.
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When to Use
Each Tool

Use the table for quick
approximations, classroom
examples, or when you need a
broad overview of present values
across various rates and periods.
Use Excel or a calculator when
you need precision, non-standard
rates (e.g., 6.5%), fractional
periods, or when working with
complex cash flow series.

SEMANTIC VARIATIONS AND
RELATED CONCEPTS

The present value of a single amount is

closely  linked  to  several  other  financial
concepts.  Understanding  these  will
deepen your grasp of the time value of
money:

Future Value of a Single
Amount: The opposite of present
value—what a sum today will grow
to at a given rate. The future value
factor is (1+r)^n.
Present Value of an Annuity:
For a series of equal periodic
payments, the present value factor
is a sum of single-amount factors.
A separate table exists for
annuities.
Net Present Value (NPV): The
sum of present values of all cash
flows (both inflows and outflows)
of a project. This uses the single-
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amount concept for each cash
flow.
Discount Factor: Another term
for the present value factor, often
used in discounted cash flow (DCF)
analysis.

When  searching  for  information,  you
may  encounter  terms  like  “discount
factor  table,”  “present  value  factor
table,” or “PV factor table.” All refer to
the  same  resource,  though  the  most
precise name is the present value of a
single amount table.

STEP-BY-STEP EXAMPLE: REAL
ESTATE INVESTMENT ANALYSIS

Let’s walk through a detailed scenario to
solidify your understanding. Imagine you
are evaluating a plot  of  land that you

believe  will  appreciate  in  value  to
$500,000  in  12  years.  You  expect  to
earn a 9% annual return on alternative
investments.  What  is  the  most  you
should pay for the land today?

Find the discount rate: 9% →1.
column labeled 9% in the table.
Find the number of periods: 122.
years → row 12.
Look up the factor: At 9% and3.
12 periods, the factor is 0.3555
(note: this may vary slightly
depending on rounding in different
tables; a common printed version
shows 0.3555).
Multiply: $500,000 × 0.3555 =4.
$177,750.

Thus,  you  should  pay  no  more  than
$177,750 today for the land. If the seller
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asks  $200,000,  the  investment  would
yield  less  than  9%  annually.  This
straightforward calculation helps you set
a  maximum  purchase  price  without

complex  spreadsheet  modeling.

Checking with


