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Math-1100 Finite Mathematics Quiz 4

Please put away all papers and electronic devices except for a calculator. Show enough work that it is clear
how you arrived at your answer. Put a box/circle around your final answer to each question, rounded to 4
decimal places. Good luck!

1. (8 points) Find the simple interest earned on an investment of $2,200 deposited into an account earning

6% annual interest for 8 months.
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2. (10 points) Find the compound amount (i.e. final account balance) for an investment of $8,000 deposited
into an account earning 3% annual interest compounded monthly for 15 years.
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3. (8 points) How much money should you invest today into an account earning 3.12% annual interest
compounded monthly in order for it grow to a compound amount of $30,000 in 10 years?
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4. (8 points) Bank A offers savings accounts that earn 2% annual interest compounded quarterly, and
Bank B offers savings accounts that earn 1.9% annual interest compounded monthly. Which bank offers
savings accounts with a higher effective rate? That is, which bank should you invest in?
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5. (8 points) Consider the following geometric sequence.

Find the sum of the first 8 terms.

a-\
Tae A e F THe Serde s owen  BY a, : af
3 |
VHeA e oz - AND 2 =
q 4
o H-ar™Y L
fe s & Tue Fl( A Teans 18 Guers Y $n= - o ( \
V- F € -
b
2 L
S = ‘;\(l-("\ \
8 7 T 9999 8u3 4 xi;\_!

&
' >y

6. (12 points) Suppose you deposit $40 at the end of every month into an account earning 4.8% annual
interest compounded monthly. This is an ordinary annuity. Find the future value of this ordinary

annuity after 4 years.
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7. (a) (10 points) What size periodic payments must you make at the end of each month into an account
earning 3.6% annual interest compounded monthly in order to have $40,000 in the account after 18

years?
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(b) (8 points) How much money would you need to depoisit today into an account earning 3.6% interest
compounded monthly in order to have $40,000 in the account after 18 years. That is, find the present
value of the annuity in part (a).
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8. (a) (10 points) Find the payment necessary to amortize a 24% APR! loan of $200 compounded monthly
with 12 monthly payments.
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(b) (8 points) Based on your answer to part (a), what is the total amount of all payments made, and
what is the total interest paid?
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LAPR stands for Annual Percentage Rate, and is simply an industry term for annual interest rate, frequently used in the
context of credit cards.
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9. (10 points) Suppose you have just purchased your first home. Congratulations! In order to pay for it,
you have taken out a loan of $300,000 at 8.4% annual interest compounded monthly, amortized with 120
equal monthly payments of $3,703.55 over the next 10 years. Complete the amortization table below for

the first four monthly payments.

Payment # | Payment | Interest Payment | Applied to Principal | Principal (Balance)
0 - - - $300,000
1 $3,703.55 | 2100.00 103.55 198296 . 45
: $3,703.55 | 1080.318 1014.3% '
3 $3,703.55 | 203%F.4% 1626.068 295,155.60
1| 33,7035 | 2066 .09 163t 46 293 ,518. 14
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