
Math 106
Test 1, Chapter 8
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l. Suppose that you have $10,000 in a rather risky investment recommended by your
financial advisor. During the first year, your investment increased by 35% of its
original value. During the second year, your investment decreased by 30% of its
first-year value. Your advisor tells you that there must have been a 5Yo overall
increase in your original $10,000 investment. Is your advisor using percentages
properly? No If not, what is your actual percent gain or loss on your original
$10,000 investment? - s,sta t,', S.S'1, tots) Clearly show all steps of your reasoning.
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2. According to the 2005 Forbes Billionaire list, Bill Gates' net worth was $46.5 billion.

Express his net worth in scientific notation, where 1 billion: 1,000,000,000.
t{t.Sr t\.} " ,(,L."yrtzltO9,tq,b|* lyr*

According to the same list, Warren Buffett's net worth was $44.0 billion. By how
much did Bill Gates' net worth exceed that of Warren Buffett? Express your answer
in scientific notation. s J .f .- /a q
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At the time of her grandson's birth, a grandmother wished to deposit $5,000 in a
savings account, to be given to her grandson on his 2l't birthday (that is, after 2l
years). . -, .ft t' a) which investment should she choose for her $5,000? 4.otro ,*rrf\utculate

Show all work neatly. You may use a calculator on this test. Put your answers on the
lines provided or in l-,^^::^-l Unless otherwise specified, round final answers to two
decimal places. I noYes 
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the future value of each after 27

D 4.lo/o compounded annually
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iii) 4.08% compounded continuously fZ

b) What is the Effective Annual Yield of the best investment above? I_!h3,
o'olot -t !'t, o.llb+ =, oqtb.l i q,ilo?o

1rb 4. How much money should be deposited today in an account that pays2.3Yo
pp,sl,fulL + compounded monthly so that it will accumulate to $12,000 in three years? $ll,zao.6b' How much interest will the account have earned in three years? t-rgt s*
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1 r*' 5. How much money should be deposited in an account at the end of every month if the
account pays2.3Yo compounded monthly so that it will accumulate to $12,000 in
threeyears? t lt't., i1 How much interest will the account have earned in
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6. At age 25,to save for retirement, you decide to deposit $40 at the end of each month
in an IRA that pays 3.5o/o compounded monthly.
a) How much will you have in the IRA account yhen you retire at age 65?
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b) Find the to,tal interest amount in the account. izz,se L. Lt
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7. A credit card has an annual interest ,ur" ol rtir: 
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l-November 30
lo (tl itemized billing, the November 1 unpaid balance is $2300. A payment of $250 was

made on November 13. There are no purchases or cash advances in the billing
period. If the credit card company uses the average daily balance method of
computing interest, calculate the interest owed on the credit card for the month of
November.._ -,,\. Ua.lo*tr. AID:' ?)ooLt>l+ zoSo(tg) = 
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{ ,ruo r*,,-n*t* = ZtSo*,..,t" ,1,, -_ F.":_t,8. The price of a condominium is $220,000. The bank requires a 5Yo down paymerit. 
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tn{ The cost of the condominium is financed with a3}-year fixed-rate mortgage at 6.3%o.
a) Find the required down payment. | | | , ooo

b) Find the amount of the mortgage. I zo7 004
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c) Find the monthly mortgage payment. I t z I l, t L
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d) Find the total cost of interest over 30 years. rlrt".1tl,bo
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t?ftu 9. You borrow $18,000 for fouilears atT.SYotoward the purchase of a car. Your' 
monthly payment to amortize the debt is $435.23
a) Find the total cost ofinterest over the four years. I ztl t,o*q?:'Jtr,';'-a ?.)li r"i ;:::'- e''-ffib) Prepare a loan amortization schedule for the first tiaro montlis of the car loan.

Round entries to the nearest cent.

Pavment Number Interest Princinal Loan Balance
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a) Which investment should she choose

the future value of each after 2l years

b) What is the Effective Annual Yield of the best
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for her $7,000? L osZo,n*p,'Ffilculate
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4. How much money should be depositeodio?)if6ff#r['.ifiirn atpays2.BYo
compounded monthly so that it will accimulate to $18,000 in tkee years? I /6, s>/.31
How much interest will the account have earned in three years? ' , . t, b I
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Show all work neatly. You may use a calculator on this test. Put your answers on the
lines provided or in f"^__-^--- l Unless otherwise specified, round final answers to two
decimal places. I noxes 
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Suppose that you have $15,000 in a rather risky investment recommended by your
financial advisor. During the first year, your investment increased by 40Yo of its
original value. During the second year, your investment decreased by 35% of its
first-year value. Your advisor tells you that there must have been a 5Yo overall
increase in your original $15,000 investment. Is your advisor using percentages
properly? N o t. If not, what is your actual percent gain or loss on your original
$15,000 investment? '17o (r' i;," lrst ) Clearly show all steps of your reasoning.
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According to the 2005 Forbes Billionaire list,Paul Allen's net worth was $21.0
billion. Express his net worth in scientific notation, where I billion: 1,000,000,000. : to7

2l,otto 1l= Z,lex lot lo'l t {2,10, l0'o

According to the same list, S. Robson Walton's net worth was $18.3 billion. By how
much did Paul Allen's net worth exceed that of S. Robson Walton? Express your
answer in scientific notation. 17, , , ,oq
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3. At the time of her grandson's birth, a grandmother wished to deposit $7,000 in a
savings account, to be given to her grandson on his 21't birthday (that is, after 21
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How much money should be deposited in an account .dtr end lf every month if the
account pays2.8o/o compounded monthly so that it will aicumulate to $18,000 in
three years? q 11 q , Eg How much interest will the account have earned in
threeyears? t17,t.lz t?,t9..94-e ,L
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6. At age 25,to save for retirement, you decide to deposit $60 at the end of eu{nmonthl anlu^tr1

\ f* in an IRA that pays 3.3Yo compounded monthly.
a) How much will you have in the IRA account when you retire at age 65?
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b) Find the total interest amount in the aicount. | !lct, lot .bzll
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7. A credit card has an annual interest rate of 18%. h the November l-November 30
itemized billing, the November 1 unpaid balance is $1300. A payment of $150 was
made on November 14. There are no purchases or cash advances in the billing
period. If the credit card company uses the average daily balance method of
computing interest, calculate the interest owed on the credit card for the month of
November. A,lorl l- /'.'., 1 f ;3"'-' i3 AuP
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8. The price of a condominium is $210,000. The bank requires a 5Yo down payment.
The cost of the condominium is financed with a 3O-year fixed-rate mortgage at 6.4yo.

a) Find the required downpayment. {t o, 5a o

b) Find the amount of the mortgage. I l11,5oo lmr-- l11,5oo ('"9;\
c) Find the monthly mortgage payment. 4 tz*l, t'l
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d) Find the total cost of interest over 30 years. { z,+1,74o,1o
q L+,i, z*O,{O ' t ?q1,81 x Ir} 30
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9. You borrow $2 I ,000 for four years at 7 .5Yo toward the purchase of a car. Your

monthly payment to amortize the debt is $507.76.

_ (,to a) Findthe total cost ofinterest overthe four years. f ae ll. *8r7\

b) Prepare a loan amortization schedule for the first two months of the car loan.
Round entries to the nearest cent.

Pavment Number Interest Principal Loan Balance
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