Create a new discussion thread, including the following information:
· Assume that you have x dollars saved (you choose a specific dollar amount) and would like to purchase a used car in two years.
· Calculate the interest earned over the two-year span on your chosen dollar amount at the 5.50% interest rate, compounded daily, for a one year CD. Show your work.
[bookmark: _GoBack]Solution 
A = p (1+r/n) ^ (nt)
Let x = $1000 
N = 365 days= 1 year, r = 0.055
A = 1000 (1+0.055/365) ^365
A = 1000 (1.0001506849) ^ 365
A = $1,056.53
Interest earned in 1 year = 1056.53 – 1000 = $56.53
· Calculate how much you will have saved with this account in two years. Show your work.
A = p (1+r/n) ^ (nt)
Let x = $1000 
N = 2 years, r = 0.055
A = 1000 (1+0.055/365) ^2
A = 1000 (1.0001506849) ^ 730
A = $1,116.27
Interest earned in 2 years = 1,116.27 – 1,000 = $116.27
Investigate bank interest rates available in your area for a one year CD.  = 7%
· Calculate how much money you will have in two years if the interest is compounded monthly or continuously. Show your work.
· Monthly compounding 
Let x = $1,000
· A=p (1+r/n) ^ (n*t)
· A= 1000 (1+0.07/12) ^ (12*2)
· A= 1000 (1+0.0058333) ^ 24
· A = 1000 (1.0058333) ^ 24
· A = $1,149.80
How did the change in rates affect your purchasing power? 
The change in interest rates impact the purchasing power. When interest rates are high, people don’t spend much, borrowing money becomes expensive and vice versa.  
