Math 400 - Theory of Interest

NAME:__________________________________
Homework #15
1. A borrower is paying off a loan at 8% effective with payments at the end of each year for 10 years.  The first payment is $200, the second payment is $220, the third payment is $240, and so on (each payment being $20 larger than the previous one), until the final payment in the 10th year is $380.  Find the amount of the loan.

2. A borrower is paying off a loan at 10% effective with payments at the end of each year for 10 years.  The first payment is $200, the second payment is $220, the third payment is $240, and so on (each payment being $20 larger than the previous one), until the final payment in the 10th year is $380.  If the borrower is paying off the loan using the sinking fund method, paying the 10% effective on the interest each year and accumulating a sinking fund to replace the amount of the loan at 6% effective, find the amount of the loan.

3. A borrower is paying off a loan at 8% effective with payments at the end of each year for 10 years.  The first payment is $200, the second payment is $220, the third payment is $242, and so on (each payment being 10% larger than the previous one), until the final payment in the 10th year is $471.59.  Find the amount of the loan.

