Week 5 assignment
Question 1
Use both the exact interest method and ordinary interest method to compute the principal amount of interest based on the following loan parameters Principal =$ 2250 rate =10.5% time =58 days Find the exact interest and the ordinary interest 
Solution 
I = Prt (principal x rate x time)
=2250 x 0.105 x 58/365
=2250 x 0.105 x 0.1589
=$ 37.54
Ordinary is calculated using 360 days
I = Prt
= $ 2250 x 0.105 x 58/360
= $ 38.06

Question 2
Using the formula MV = P(1+ RT), determine the maturity value of a loan with the following parameters:
Principal = $ 10,985 Rate 9 ½ % and Time 11 months 
MV= $ 10985 (1+0.095 x 11/12)
Mv = $ 11, 941.61

Question 3
Suppose you borrowed $112,500 at 5 ½ % interest on June 10 for 72 days. Your bank uses the exact interest method. Determine the amount of interest on the loan?
solution  
Amount of interest= prt
=112,500 0.055  72/360
=112,500  0.055  0.2
The amount of interest = $1237.50

Question 4
Using the present value formula find how much you should invest now at 5.9% interest,
compounded annually in order to have $10,000, 25 years from now?
solution 
Rate= 5.9%  1 = 5.9%
Period =25  1 = 25 
From the Table factor= 0.233300  10,000
Present Value = $23.33

Question 5
 Suppose you invest $5,000 at 9% interest, compounded annually, for 10 years. Determine the future value of your investment, using the compound interest formula.
Solution 
5000.00  .09 		= 450.00 5000.00 	= 5450.00
5450.00  .09		 = 490.50 5450.00	 = 5940.50
5940.50  .09 		= 534.65 5940.50	 = 6475.15
6475.15  .09 		= 582.76 6475.15 	= 7057.91
7057.91  .09		 = 635.21 7057.91 	= 7693.12
7693.12  .09		 = 692.38  7693.12 	= 8385.50
8385.50  .09 		= 754.70  8385.50	 = 9140.20
9140.20  .09		 = 822.62  9140.20	 = 9962.82
9962.82  .09		 = 896.65  9962.82	 = 10,858.47
10,858.47  .09 	= 977.35  10,858.47 	= 11, 835.82
The future value for investment is  = $ 11,835.82

Question 6 
Using Table 11-2 from your text, calculate the present value (principal) and the compound interest given: Compound Amount = $1,250 Term of Investment = 6 years Nominal rate = 6% Interest is compounded semiannually
solution 
Rate= 3% (62)
Periods= 12 (6 years  2)
Table factor 0.70138
Present valve 0.70138 1250 = $876.73
Present valve $876.73

