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[bookmark: _GoBack]Choice #1
1. Calculate the monthly payment required on the original loan.
Loan payment = Amount/ Discount factor	also needed are N, Payment per year times number of years.
Interest (I) = Yearly rate divided by number of payment periods. 
Discount factor (D) 
And then loan amount.  N = 30 years×12= 360months 
I= 9×2, 18 or 18/100= 0.18/12= 0.015
D= [((1+0.015)360)-1)/ [0.015(1+0.015)360)] = $66.35
P= A/D= 145000/66.35= $1285.27 Monthly
2. The Balance after 2 years
= 2185.27×24= 54,447. The balance = 145,000- 54,447= $92,553
3. Balance after five years
 = 12×5 = 60 months. 1285×60= 77,100
145,000-77100= $67,900
4. Calculate the penalty using Interest rate of 7%
Penalty = the money the company will lose in 3 years. 
In 3 years the company would lose; 3×12=36 months. Monthly payment is 1285.27×60= $77,100
5. Should the company refinance the Loan?
No, it would not be economical since refinancing will require more money. The company might run into financial troubles. 
6. Should Knapp’s refinance the loan if 5 years after original loan they can refinance at 6 % compounded semiannually for the rest term of the loan (25 years)
At 6% of interest compounded semiannually the interest will shoot down the Discount factor hence it is economical to. 


Choice #5
College education and saving for children. 

The amount invested is first guided by Stephen’s age. He is 12 and it’s supposed to mature when he turns 18. This means it will have to go for 6 years. Plus the four years he will be in college. He is supposed to receive $1000 monthly. 
Using the formula
A= P (1-interest (I)) N
Where N is the number of years, Amount is A, and P is the principal amount in question. We can calculate for the amount the couple will invest on June 1st.
1000= P (1-0.04)10
P is for Stephen is 1504 while for Jack is 1080= P (1-0.04)12 = 1763
The third kid is Jack who is 7 now. By the time he turn 18 and the four years in college it will change his N from 10 to 15, thus, 1188= P (1-0.04)15 =2192
The amount invested will be the sum of all P for the three kids, therefore, 1504+1763+2192= $5,459






