Student Number: LA0SEISD

[8 marks] 1. Sonny borrowed $1200 today at a simple interest rate of » = 11%. He will pay it back
with payments of $17 in 45 days (from today), $17 in 100 days (from today), $112 in
400 days (from today) and a final payment of $1220 in 477 days (from today).

Suppose the Declining Balance Method is in effect, what is the balance of the loan im-
mediately after any payments have been made 400 days from the day Sunny borrowed
the money (today)? Be sure to include a time diagram in your solution.
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6 marks] 2. You borrow $5000 now and agree to pay $X in 6 months from now and $3X in
11 months from now. Determine X if interest is at 9% compounded continuously
for the first 8 months followed by 8% compounded monthly for the remainder of the
term. Be sure to include a time diagram with all the appropriate information.
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[6 marks] 3. Consider the following time diagram:
$1 81 $1 $1 $1 $1 81 %1 81
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Assume the interest per payment period is i. Provide a simplified expression, using
only the symbols i, sy, or @z, for a single payment X that is eguivalent to all 9
payments of $1 ai times:

(a) i=2
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L= 05K =~ A= 4 )

(h) t=11
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[6 marks] 3. Consider the following time diagram:
$1 %1 $1 %1 $1 $1 $1 $1 81
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Assume the interest per payment period is i. Provide a simplified expression, using
only the symbols i, Sm, OF am;, for a single payment X that is equivalent to all 9
payments of $1 at times:

(a) t=2

XY= G5t + QAT (14q)

| ‘\ 4‘; !'
ia\'f/ I
(b) =11 !/ Va)

ly e « gt B
A= 350 (1It0) T AF



MA170 Midterm Test

Page 3 of 6

[13 marks] 4. Mr. Kabbes, won $100 000 in a drumming contest. He will receive
and regular payments at the end of every 3 months thereafter. I
interest will be paid at j; = 6% for the first 3 years and js = 7% thereafter.

$20 000 immediately
t is determined that

(a) If Mr. Kabbes recieves regular payments of $1800 how many full payments will

he receive? Be sure to include a time diagram in your solution.
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(b) Rather than taking regular quarterly payments of $1800, Mr. Kabbes detertiines
that he can get 138 regular quarterly payments of $1500. What payment 3 months
after the last full payment of $1500 will exhaust his winnings? Be sure to include
a time diagram in your solution.
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