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2. Interest Earned
Lisa is depositing $2,500 in a six-month CD that pays 1.75% interest. How much interest will she accrue if she holds the CD until maturity?
Amount (A) = $2500
Interest = 1.75%
Time = 6months
Interest accrues =?
Interest accrue = A*I*t
                         = 2500*1.75*6/12 = 2187.5/100 = 21.875

4. Interest Earned
Claire has invested $10,000 in an eighteen-month CD that pays 2.25%. How much interest will Claire receive at maturity?
Amount for n years (A) =?
Time n (18/12) = 1.5
Amount invested P = 10,000
Rate r (2.25%/100%)= 0.0225
Therefore, A = P(1 + r)n
A = 10000(1 + 0.0225)1.5
A = 10000(1.095) = $10950
Interest Earned = A – P
                         = $10000 - $10950 = $950
Therefore at maturity Claire will receive $950




6. MMF Value
MMF Value. Bart is a college student who has never invested his funds. He has saved $1,000 and has decided to invest it in a money market fund with an expected return of 2.0%. Bart will need the money in one year. The MMF imposes fees that will cost Bart $20 at the time he withdraws his funds. How much money will Bart have in one year as a result of this investment? 
Bart invested $1000, return 2.0%
Therefore, 2.0/100*1000 = $20
Total amount in 1 year = $1000 + $20 = $1020
But fee imposed is $20
In 1 year = $1020 + $20 = $1000

8. Return on T-bills
Return on T-bills. Lauren purchased a $40,000 T-bill for $39,200. A few months later, Lauren sold the T-bill for $39,700. What was Lauren’s return on the T-bill?
Return on T-bills = selling price – purchase price
                             = $39700 - $39200 = $500
Therefore, Lauren’s return on the T-bill = return/purchase cost * 100%
[bookmark: _GoBack]                             = $500/$39200*100% = 1.28%
