Math 400 - Theory of Interest

NAME:__________________________________
Homework #1
1. An investment at simple interest has an effective interest of 3% during the 21st year.  What is the stated annual rate of interest?

2. The effective rate of interest during year n for a certain investment is 0.24/n.  If the accumulated value at the end of year 3 is $89,994.24, what was the original investment?

3. Suppose that $500 invested at compound interest accumulates to $864 in 3 years.  How much would $1000 invested at the same rate accumulate to in 5 years?

4. Suppose that $500 invested at simple interest accumulates to $864 in 3 years.  How much would $1000 invested at the same rate accumulate to in 5 years?

5. a. Suppose that $500 invested at compound interest accumulates to $750 in 3 


    years.  How much would $1000 invested at the same rate accumulate to in 5 


    years?


b. Suppose that $500 invested at simple interest accumulates to $750 in 3 years.  


    How much would $1000 invested at the same rate accumulate to in 5 years?

6.   a. Find the amount which must be invested at a rate of simple interest of 12% per 

  
    annum in order to accumulate $1000 at the end of 4 years.


b. Find the amount which must be invested at a rate of compound interest of 12% 


    per annum in order to accumulate $1000 at the end of 4 years.

Note that the text uses a-1(t) to mean [a(t)]-1.  In other words, a-1(t) is understood to mean the reciprocal of a(t) and not the inverse function of the function a(t).
