ADM 2350A 				  Quiz #1		Name: __________________________
September 23, 2015	           	Version #1 Solutions		Student ID #: _____________________ 

	Statement of Academic Integrity
The Telfer School of Management does NOT condone academic fraud, an act by a student that may result in a false academic evaluation of that student or of another student. Without limiting the generality of this definition, academic fraud occurs when a student commits any of the following offences: plagiarism or cheating of any kind, use of books, notes, mathematical tables, dictionaries or other study aid unless an explicit written note to the contrary appears on this quiz, to have in his/her possession cameras, radios (radios with head sets), tape recorders, pagers, cell phones, or any other communication device that has NOT been previously authorized in writing. 

Statement to be signed by the student:
I have read the text on academic integrity and I pledge NOT to have committed or attempted to commit academic fraud in this quiz.

Signed:______________________________________  

Note: A quiz without this signed statement will NOT be graded and will receive a quiz grade of ZERO. 
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There are 4 questions on this quiz. Each question counts 1½ marks. Question 1 is on this page and questions 2, 3, and 4 are on the back side of this page. 

1. You want to accumulate at least $1,000,000.00 in 45 years to fund your retirement. If you can invest at a 3% effective annual interest rate, how much money to the nearest penny would you need to invest today to achieve your goal?


Scientific Calculator: 

½ mark for correct formula
½ mark for correctly substituting into the formula
½ mark for correct PV

Financial Calc: P/Y = 1, N = 45, I/Y = 3, PMT = 0, FV = 1,000,000, CPT PV = - 264,438.62

½ mark for recognizing that this is a PV calculation
½ mark total for entering N, I/Y, and FV all correctly 
½ mark for correct PV

 2.	You have $95,060.40 to invest today at an effective annual interest rate of 4%. To the nearest 1/10 of a year, how many years will it take you to accumulate $1,000,000.00? 


Scientific Calculator: 

Financial Calc: P/Y = 1, I/Y = 4, PV = - 95,060.40, PMT = 0, FV = 1,000,000, CPT N = 60.00

Marking analogous to ½, ½, and ½ scheme of Problem 1.

3. To the nearest 1/100th of a percent, what effective annual interest rate would you require to triple your money (i.e. accumulate an amount that is 3 times your original investment) in 10 years?


Scientific Calculator: 

Financial Calc: P/Y = 1, N = 10, PV = - 1, PMT = 0, FV = 3, CPT I/Y = 11.61

Marking analogous to ½, ½, and ½ scheme of Problem 1.

4. Your uncle wants to invest $10,000 in four-year Guaranteed Investment Certificates (GICs). Best Bank offers him semiannual compounding at an effective semiannual rate of 2.1% on its GICs. Glover Bank offers him weekly compounding at an effective weekly rate of 0.08% on its GICs. From which bank would you recommend that he buy his GICs? (Hints: Assume that there are EXACTLY 52 weeks per year. Which bank’s GICs will yield him the most money in 4 years? Remember when compounding that there are 4 x 2 = 8 semiannual periods in 4 years and 4 x 52 = 208 weeks in 4 years.)


Best Scientific: 


Glover Scientific: 

Best Financial: P/Y = 1, N = 8, I/Y = 2.1, PV = - 10,000, PMT = 0, CPT FV = 11,808.80

Glover Financial: P/Y = 1, N = 208, I/Y = .08, PV = - 10,000, PMT = 0, CPT FV = 11,809.67

Advise your uncle to buy the Glover GICs to maximize his future wealth.

½ mark for recognizing that this is a FV calculation*
½ mark for the both FVs correctly calculated
½ mark for correct recommendation GIVEN student’s calculated FVs

*Alternatively, students could compare EARs to see which is higher
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  FVN = PV0 1+ I( )N
= $10,000×1.0218 = $11,808.80
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  FVN = PV0 1+ I( )N
= $10,000×1.0008208 = $11,809.67
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EARBest = 1.0212 −1= 1.042441−1= 0.042441or 4.2441%



EARBest = 1.000852 −1= 1.042460−1= 0.042460 or 4.2460%
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