
Scholarship Example 1 (Capitalized Cost) 

 

A wealthy donor wants to create an endowment to 

provide scholarships to first-generation engineering 

students. She wants to fund five $10,000 scholarships 

each year beginning two years from now.  

Assuming an interest rate of 5% per year (a 

commonly used value for such endowments) how 

much must she donate today? 

 


