Question 1 Future value 
R = $500
Rate = 2.5%
Time = 10 years
FV = 500 {((1+0.025)10 – 1)/0.025)
= 500 {((1.025)10 – 1)/0.25)
= 500{(1.28009) – 1)/0.025)
= 500 {(0.28009)/0.025)
= 500(11.20338)
= $5,601.69
Question 2
a. [bookmark: _GoBack]Account A is the best choice because of the high interest rate as compared to the second account. 
b. Account A
Let the principle be P
A = 10,000
Rate = 3.5%
Periods = 10
10,000 = P (1 + 0.035/2) ^10
10,000 = P (1.189444)
P = 10,000 / 1.189444
P = $ 8407.29

Option 2 
A = 10,000
Rate = 3.2%
Periods = 60
10,000 = P (1 + 0.032/12) ^60
10,000 = P (1.17326)
P = 10,000 / 1.17326
P = $8,523.25
  Therefore, account A is the best choice since it has higher returns. 
Question 3
Compound interest calculation 
Option 1 investment of $3000 for 5 years 
P = 3000
Rate = 4%
Time = 5yrs 
Periods = 60
Amount = 3000 (1+0.04/12) ^5*12
= 3000 (1.003333) ^60
= 3000 (1.2209966)
= 3,662.99
= $ 3,663
After 5 years, a top up of a lump sum of $4000. The amount after 10 years will be 
P = 3663 + 4000 = 7663
Rate = 4%
Time = 5years 
Periods = 60
= 7663 (1+0.04/12) ^5*12 
= 7663 (1.003333) ^60 
= 7663 (1.2209966) 
= $9,356.50
Therefore, the amount in the account after 10 years = $9,356.50
Part a. 
Monthly payments required to be made 
FV = R (({1+i) ^n-1)/ i 
= 9356.50 = R (({1+0.04/12) ^120-1) / 0.04
= 9356.50 = R (({1.00333) ^120} -1) / 0.04
= 9356.50 = R ((0.49083) / 0.04)
= 9356.50 = 12.2708 R
R = 9356.50 / 12.27082
R = $ 762.50
Part B. Decision on which investment option to adopt. 
Since both options would end up with the same amount after ten years, the second option would be convenient since small monthly contribution amounts would be required each month as compared to option one where one has to make lump sum payments after certain duration that can prove to be a challenge. 
Question 4. 
Total amount to be withdrawn for the four years in campus = 12*4*300 = $ 14, 400
Payment = $14,400
Rate = 5.4% 
Periods = 48
R = ?
= 14400 = R ((1+0.054/12) ^48-1) / 0.054
= 14 400= R ((1.2405011 – 1) /0.054)
= 14,400 = 4.45373 R
R = $3, 233.25
 Part B. How many of the $300 payments are actually covered by the interest earned on the annuity? 
14400 = 105.4%
? = 100%
= (14400 * 100%) / 105.4% = 13, 662.24
Interest = 14400 – 13 662.24 = $737
Therefore, two complete payments of $300 were paid out of the interest earned on the annuity. 



