1. Origination Fees. Jack needs to borrow $1,000 for one year. Bank South will give him the loan at 9%. Sun Coast Bank will give him the loan at 7% with a $50 loan origination fee. First National will give him the loan at 6% with a $25 loan origination fee. Determine the total interest and fees Jack will be charged in each case. Which loan should Jack choose? 
Solution;
	Bank 
	Origination fee
	Interest 
	Total interest and fees

	Bank South
	-
	9%*1000 = $90
	$90

	[bookmark: _GoBack]Sun Coast Bank
	$50
	7%*1000 = $70
	$120

	First National
	$25
	6%*1000 = $60
	$85


Jack should therefore choose to borrow from First National as its costs are the lowest in this option.

2. Amortization. Beth has just borrowed $5,000 on a four-year loan at 8% simple interest. Complete the amortization table at the bottom of the page for the first five months of the loan.
Solution;
	Payment number
	Beginning Balance
	Payment Amount
	Applied to interest
	Applied to Principle
	New Balance

	
	A
	B
	C=A*8%/12
	D=B-C
	E=A-D

	1
	$5,000.00
	$122.00
	$33.33
	$88.67
	$4,911.33

	2
	$4,911.33
	$122.00
	$32.74
	$89.26
	$4,822.08

	3
	$4,822.08
	$122.00
	$32.15
	$89.85
	$4,732.22

	4
	$4,732.22
	$122.00
	$31.55
	$90.45
	$4,641.77

	5
	$4,641.77
	$122.00
	$30.95
	$91.05
	$4,550.72



 3. Add-On Interest Loan. If Beth had taken the same loan as an add-on interest loan, how would her payments differ? Why is there a difference? 
Solution;
Simple interest = $5,000 * (8%/100) * 4 = 1600
Amount = P + I = 5000 + 1600 = 6600
To find monthly payment, divide by number of months;
 	6600 ÷ (4*12) 
	= 6600 ÷ 48 = $ 137.50
If add on interest is taken into account, then the payment is more in this case we divide the whole amount by the number of months. Whereas in in the previous method, we get the benefit of paying instalments after every month as payment, there is therefore a reduction in principal. This is one of the reasons why add on interest method is not beneficial for borrower.

4. Loan Payments. Tracy is borrowing $8,000 on a six-year, 11%, add-on interest loan. What will Tracy’s monthly payments be?
Solution;
Interest on loan =8000 * (0.11) * (6) =5280
Total payment 
=8000+5280=13280
Monthly payment 
=13280/72
=184.44

		
