Math 106 - Name ANSWER ke A
Test 1, Chapter 8 February 17, 2009

Show all work neatly. You may use a calculator on this test. Put your answers on the
lines provided or in Unless otherwise specified, round final answers to two
decimal places.

hoxes

1. Suppose that you have $10,000 in a rather risky investment recommended by your
0 e 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 5% 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? - 5.5% /o 5.5% less) Clearly show all steps of your reasoning.

10,600 %.35 ~ 3500 , 4k pud g ycas I, Vatue was *o,000 « 13500 = jf‘j‘,é‘oa
13500 x.30 = #4050, Ak rud o Yot 2, value wal #13500 — Y050 = 9450,

. A9Se-loooo _ 550
ek eacs * Siosggs —.055 > —5.5%

10
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.

Lias 46.57 0 - 4 b5xior 0¥ Y. Ls X 10"
Acckording 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. ¥2. ¢ = ;p *
Bl Gatew: Y4.5 7007
Vraes Buff - Ye.o v (od
F2.5¥ to?
3. 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 21 birthday (that is, after 21
7 o= years). ks bb
a) Which investment should she choose for her $5,000? % 57 tovp. alculate
the future value of each after 21 years. 2l
. ' s (626, 13K
i) 4.1% compounded annually ¢/{ ¢26. /3 Sevo( L+, o4t) = o ’
: 2
ii) 4.09% compounded semiannually ¢ 705.99 , Soso(l+ ‘0%7 =%1,706.99)
iii) 4.08% compounded continuously f/[) 778,08 5000 .(“w'” :‘”)7'73 o5

" b) What is the Effective Annual Yield of the best investment above? Y.!(%s
8 Ay ~
22 L oY 204106% 7 Y P
A¢™ 4. How much money should be deposited today in an account that pays 2.3%
prosat vadue -» compounded monthly so that it will accumulate to $12,000 in three years? */{ 200. 66
How much interest will the account have earned in three years? #7297 24

¢i2000 A
/2000 . _ (1200 -6C -P
s . e ome————— ——
(042222 = 71l 2006591 F797.39 I
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o ¢’ 5. How much money should be deposited in an account at the end of every month if the
account pays 2.3% compounded monthly so that it will accumulate to $12,000 in

three years? ¥ a3, 29 How much interest will the account have earned in
three years? 7347 s mT = R een - (1247
y b P LS > = 322.284 p

- L0233\ . 3
Totet pemts: 3272,29x12%3= /], LO2.4Y Lot =507
= RA-P = 1eooo - H o244 = ¥397.5¢
6. At age 25, to save for retirement, you decide to deposit $40 at the end of each month
&g in an IRA that pays 3.5% compounded monthly.
a) How much will you have in the IRA account when you retire at age 65?

A=~ 4o 4 a3 e "-J - £ -
by 8L, L8 O ‘-H) 186,615

b) Find the total interest amount in the account. ¥22 sgi. 0¥

s .
Toht pmbs: Yo x12¥90 = 19 200 41,730,068
- 19 200
3 22 55'(, L
7. A credit card has an annual 1nterest rate of 18%. In the November 1-November 30

e 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. Ifthe 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. | “ iyl Batou « ADB = 2300 (I13)+ 2050(iI8)
Moy |- Nov ITL . 1 23500 . -
Nov 13- Nod 30 18 2300-250: Y3050

‘ztso

k= ASov 180 Y, = Vh P
8. The price of a condominium is $220,000. The bank requires a 5% down payment.

124" The cost of the condominium is financed with a 30-year fixed-rate mortgage at 6.3%.
a) Find the required down payment. “// voo
7 ‘ .
b) Find the amount of the mortgage. ¥209,000 = 220,000 - /1,002

¢) Find the monthly mortgage payment. ¥/ 13.4(

Dq 000 ( 1; . te4°1.2% .
?“"JL SR ;»:; 3 e 1293.653 ¢

d) Find the total cost of interest over 30 years. # 5, 16O

129346 ¥izxso = 65, 1760
-"209, ooo

# 9. You borrow $18,000 for féﬁ;yézfs at 7.5% toward the purchase of a car. Your
monthly payment to amortize the debt is $435.23.
a) Find the total cost of interest over the four years. ¥2811.0%

W32 Zzx s = 2221 0% Ctipie JSagn o FoF% /. 0Y
b) Prepare a [oan amortization schedule for the first two months of the car loan.
Round entries to the nearest cent.

1% ¢

Payment Number Interest Principal Loan Balance
1 (5052 0TS x;;; rlz 50 Y35.23-1§2.52 "[3:2./._7 1000 » 52 L. ";3-4:'-3} 2 ij
2 (623 T B /nr 935,23 e 329781747721 33Y.75 ¢

luo.'{gf 13:7332.52




Math 106  Name ANswER. Key B
Test 1, Chapter 8 February 17, 2009

Show all work neatly. You may use a calculator on this test. Put your answers on the
lines provided or in Unless otherwise specified, round final answers to two
decimal places.

hoxes -

1. Suppose that you have $15,000 in a rather risky investment recommended by your
0 & financial advisor. During the first year, your investment increased by 40% 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 5% overall
increase in your original $15,000 investment. Is your advisor using percentages
properly? Ao ! If not, what is your actual percent gain or loss on your original
$15,000 investment? _~7% (v 7% i»ss j Clearly show all steps of your reasoning.

Yearl: 5000 4o = #ep00 . Value @ wnel: $/5,0007 4000 - 721, 00O
"!‘(5“ 2 /z/’ 000,35 97350 . Valwe & axd: 2,000~ 7350 = ’/31 650

ot 13,480 18000 1350 _
Yo LﬁM&( /3, “___3‘73_;.: el 09
v 2. According to the 2005 Forbes Billionaire list, Paul Allen’s net worth was $21.0
3 ¥ billion. Express his net worth in scientific notation, where 1 billion = 1,000,000,000. = 15 ¥

900 % 10"

2loy0 9= 2.0 102101 >

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. 72 /..o

3Cviow wWatfrn: HE3v107 ¢ 1839104107 >‘L337/o"" 210 Mo"’
- 183 1o’

3. At the time of her grandson’s birth, a grandmother wished to deposit $7,000 in a
1% savings account, to be given to her grandson on his 21% birthday (that is, after 21
years). cksly
a) Which investment should she choose for her $7,000? 3.08% W Calculate
the future value of each after 21 years.

i) 3.1% compounded annually ¥ /3 290, /5 9000 » (1 #.031)% = /3, 270,15
) 639} ¥
ii) 3.09% compounded quarterly /3 3¢0. ¢ 9 700 ( 1+ EFY T 3 300, 687

(o308 ) _ /3 365
iii) 3.08% compounded continuously ¥/3 365.95 7000+ € = 15X

'  b) What is the Effective Annual Yield of the best investment above? - /2%
) 1,03127-1¢ 951 27 3 3.03%
4. How much money should be deposited @m an account it that pays 2.8%

A compounded monthly so that it will accumulate to $18,000 in three years? 1/¢, 55437
How much interest will the account have earned in three years? 7 - - 2./

f/&‘ooé’ T A

& (Spoo

. - e 551 3G F
o “‘7,7?’)"-3 = %4551 382 T re, =7
(145 ) (== ~ ¢ 1948, 61°F




Armut ‘H
q o 5. How much money should be deposited in an account at the end of every month if the
account pays 2.8% compounded monthly so that it will accumulate to $18,000 in

three years? *471.89 How much interest will the account have earned in
three years? 172432 10000 - .0'1: 2
44 .§evi2¥3s 17,275 68 —_—_yY79.87¢ 1

o:&
1Roo0 - 917, 2 15,68 » 972,33 “‘+ —)) 0875224 U7

6. At age 25, to save for retirement, you decide to deposit $60 at the end of each month! a'mw*"]
"N ¢”  inanIRA that pays 3.3% compounded monthly. T
a) How much w111 you have in the IRA account when you retlre at age 657

EPTE e L I W S R e
b) Find the total interest amount in the account. Li’jr), Tot b ;’
bovizydo - 7l ico
T: +59,708.63-25 800 ~ 950'10 ¢.L>

\0 p*? 7. A credit card has an annual interest rate of 18%. In the November 1-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. Ifthe 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. ANe |- Ae 3 MEEE i3 dae fooo 13 ¥ 1507 -
N 14 - Ney 30 ¢ 1150 t')Aa.%j 30 1215 - ADB

Stk > 12152, 18% L = 18,225 = 18,23

5 ¢ . The price of a condominium is $210,000. The bank requires a 5% down payment.
e The cost of the condominium is financed with a 30-year fixed-rate mortgage at 6.4%.
a) Find the required down payment. .0, So©

b) Find the amount of the mortgage. ’IQ?: 500 mr= 111,500 (' N "j ) ;oM-
c¢) Find the monthly mortgage payment. % 1247. §9 ot ) nraa)
(t- ('

d) Find the total cost of interest over 30 years. f2 49 740.4o

Yug 240,40 = 128181 x 2% 30

- 199 500

1 q 740, 4z
9. You borrow $21 000 for four years at 7.5% toward the purchase of a car. Your So7. 76127

(247,884 %

. ‘8
monthly payment to amortize the debt is $507.76. :'\( 3:::0
. Y‘\‘_) ~a) Find the total cost of interest over the four years. $33 72, 48 '-;:';", 7.98
b) Prepare a loan amortization schedule for the first two months of the car loan.
Round entries to the nearest cent.
Payment Number Interest . Principal Loan Balance
1 2}.coex 0¥ =19y 5¢ {507 76 43l 25 ?71~,E 2loes - ¥ LiiTg0k:
2 23 4T 0T IAZ?“Q LT e R 00 0 ?8 Skl 20e3 97~ 2782( ¢ 1101‘“' &3!)
R, e Y i
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