Workplace & Apprenticeship Math 20
Unit 6 - Financial Services 
Lesson 2 - Simple & Compound Interest
Assignment
/4	1. George’s $1300 investment earns 3.75% interest for 4 years.  
a) How much simple interest was earned?


Interest = $195

b) What is the future value of the investment?




/4	2. Gino borrows $4000 at 6.5% interest for 5 years.
a) How much simple interest is earned?


Interest = $1,300

b) What is the total amount to be paid back?




/2	3. A $50 000 loan at 3% interest earned $10 500 interest.  For how long was the money borrowed? 




/4	4. $7600 is borrowed at 2.25% interest per month for 8 months. 
a) How much simple interest is earned?


Interest = $1,368

b) What is the total amount to be paid back?




/2	5. Mr. Green’s $198 000 mortgage accrues $13 068 interest in 2 years.  What was the interest rate?




/2	6. Gwen invests $50 000 at 9% interest compounded monthly for 8 years.  What is the future value of the investment?

Principal=$50,000
R=0.09/12=0.0075 per month
N=8*12=96 months




/2	7. Garrison’s credit card has a balance of $250.00 with an interest rate of 19.5% interest compounded daily.  If Garrison does not make a payment for 1 year, what will the balance of his credit card be?

Principal=$250
R=0.195/365=0.0005342 per day
N=1*365=365days




/4 	8. A small business loan of $2000 at 8% interest compounds monthly for 2 years.
a) How much must be repaid at the end of the 2 years?
Principal=$2000
R=0.08/12=0.006667 per month
N=2*12=24 months




b) How much interest was accrued?



/5 	9. What is the difference between the simple interest and the compound interest on $3000 for 4 years at 12% interest per year?
Simple Interest


Interest = $1,440
Compound Interest

Principal=$3,000
R = 0.12 per year
N=4 years







Difference in Interest = 1,720.5-1,440
Compound interest is more by $ 280.5

/12 	10. $2500 is invested for 5 years at 7% interest.  Calculate the future value for each of the following compounding periods.
a) Annually

Principal=$2,500
R = 0.07 per year
N=5 years




b) Semi-annually

Principal=$2,500
R = 0.07/2 = 0.035 per period
N=5*2 = 10 half years




c) Quarterly

Principal=$2,500
R = 0.07/4 = 0.0175 per period
N=5*4 = 20 quarter years




d) Monthly

Principal=$2,500
R = 0.07/12 = 0.0058 per month
N=5*12 = 60 months




e) Weekly

Principal=$2,500
R = 0.07/52 = 0.001346 per week
N=5*52 = 260 weeks




f) Daily

Principal=$2,500
R = 0.07/365 = 0.0001918 per day
N=5*365 = 1,825 days




/2	11. From question 10, what observations can you make about the interest earned at different compounding periods?
The more the compounding periods per year, the more the future value of the investment

/1	12. Most credit card companies charge interest that is compounded daily.  Why?
To increase the future amount to be paid from the credit facility

/5	13.  Guido wants to invest $12 000.
a) What is the future value of the investment at each bank?
Bank A 

Principal=$12,000
R = 0.06/4 = 0.015 per quarter
N=5*4 = 20 periods




	Bank B

Principal=$12,000
R = 0.055/12 = 0.00458 per month
N=5*12 = 60 periods




b) Which investment should Guido make?  Explain.
Guido should invest in Bank A because it leads to a better future value hence a better investment

/1	14.  Keith invests $5000 at 8% interest compounded annually.  How many years will it take for Keith to double his investment?

Principal=$5,000
R = 0.08 per year



N = 9 years

/18	15.  At age 21, Harvey invests $4000 in a GIC with an interest rate of 3.0% interest compounded monthly. Calculate the future value of the investment when Harvey is each of the following ages:  26, 31, 41, 46, 51, and 61.  Graph your findings.
At age of 26 (5 years investment period)

Principal=$4,000
R = 0.03/12 = 0.0025 per month
N=5*12 = 60 periods




At age of 31 (10 years investment period)

Principal=$4,000
R = 0.03/12 = 0.0025 per month
N=10*12 = 120 periods




At age of 41 (20 years investment period)

Principal=$4,000
R = 0.03/12 = 0.0025 per month
N=20*12 = 240 periods



At age of 46 (25 years investment period)

Principal=$4,000
R = 0.03/12 = 0.0025 per month
N=25*12 = 300 periods




At age of 51 (30 years investment period)

Principal=$4,000
R = 0.03/12 = 0.0025 per month
N=30*12 = 360 periods




At age of 61 (40 years investment period)

Principal=$4,000
R = 0.03/12 = 0.0025 per month
N=40*12 = 480 periods




/3	16.  Morris, Kent, and Jack are married to Elaine, Tanya, and Sonia, but not necessarily in that order.  Each weekend, they play doubles tennis together, but the wives and husbands are not partners.  Tanya and Jack were partners and Kent was with Morris’ wife.  If Kent and Sonia were partners, who is married to whom?
Kent was with Morris wife, Kent and Sonia were partners – This means Morris was married to Sonia
Since Tanya and Jack were partners, they are not married to each other – So Jack was married to Elaine and Kent was married to Tanya

Assignment Grade:  /71


