
Unit -II

•Growth rate: simple and compound –depreciation –
methods of calculating depreciation- time value of 
money- future and present value- compounding and 
discounting – Annuities. 
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Depreciation 

• Depreciation is an accounting method of allocating the cost of a 
tangible or physical asset over its useful life or life expectancy. 
Depreciation represents how much of an asset's value has been used 
up. 

• Depreciating assets helps companies earn revenue from an asset while 
expensing a portion of its cost each year the asset is in use. If not 
taken into account, it can greatly affect profits.

• Depreciation is used to account for declines in the carrying value over 
time. Carrying value represents the difference between the original 
cost and the accumulated depreciation of the years.

https://www.investopedia.com/terms/u/usefullife.asp
https://www.investopedia.com/ask/answers/032715/what-difference-between-ebitda-margin-and-profit-margin.asp
https://www.investopedia.com/terms/c/carryingvalue.asp


Methods …

•Straight-Line Depreciation.

•Declining Balance Depreciation.

•Sum-of-the-Years' Digits Depreciation.

•Units of Production Depreciation.
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TYPES 
• Fixed annuities,

• variable annuities, 

• fixed-indexed annuities,

• Lifetime Annuities

• immediate annuities 

• Leasehold estate

• Free hold estate 

• Sinking fund and deferred annuities.
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