Future Value and Present Value Assignment

STEP 1: 
Underline the word AFTER compounded

STEP 2: 
Divide i by the correct amount (monthly ÷ 12, quarterly ÷ 4,
 
semi-annually  ÷ 2)

STEP 3: 
Determine the n – the number of times interest is applied

STEP 4:  
Is the question asking for a present value or a future value?  

STEP 5: 
Write down the correct formula 




A = P (1+i) n


P = A(1+i)-n

STEP 5:  
Sub in the correct numbers 
STEP 6:  
Solve and write a concluding sentence
1. How much should Sarah invest now to have $10 000 in 3 years’ time?  The money will be invested at 5%/a compounded monthly.

2. Addison invests $500 in an account that earns 6%/a compounded monthly.  How much will he have after 4.5 years?

3. Hua’s parents decide invest money in an account that pays 5%/a compounded semi-annually when she turns 13 to save for a gift of $20 000 when she turns 20, how much should they invest to make this possible?
4. A donor gives $50 000 to the high school he graduated from.  The amount must be invested for 3 years, and the accumulated interest will be used to buy books for the library.  If the money earns 7.75%/a compounded quarterly, how much will be available for books?
5. Kayla neglected to pay credit card bill of $1550 at 17%/a, compounded daily, for two weeks after it was due.  What is the amount she must pay to settle the bill at the end of two weeks?
6. Natalina is purchasing a used car.  Her bank has offered a loan of $5000 at 5%/a compounded monthly.  The used-car dealership has offered a loan of 5.25%/a compounded semi-annually.

a) What is the amount of each loan after 1 year?
b) Which loan should Natalina take and why?

7. On Erin’s 21st birthday, she receives gift of $10 000, the accumulated amount of an investment her grandparents made for her when she was born. 

a) Determine the amount of their investment if the interest rate was 8.75%/a compounded semi-annually.

b) Determine the interest they earned.
8. Taylor has $3000 in his savings account.  Taylor intends to buy a laptop computer and printer and invest the remainder for 2 years, compounding monthly at an annual interest rate of 3%.  He wants to have $2000 in his account 2 years from now. How much can he spend on the laptop and printer?

