
Sweepstakes Example 1 (Capitalized Cost) 

 

 

A direct marketing company recently advertised a 

sweepstakes with a grand prize of $5000 per week 

“FOREVER”. 

Assuming a nominal annual interest rate of about 5% 

per year (let’s say 0.1% per week to make the math 

easy) how much would the company have to set 

aside in order to actually pay out $5000 per week 

forever? 
 


