Math 400 - Theory of Interest

NAME:__________________________________

Homework #17
1. Construct an amortization schedule for repaying a loan of $1000 in 4 quarterly payments if the interest is 12% compounded monthly.  If necessary, adjust the final payment appropriately.
2. Construct an amortization schedule for repaying a loan of $1000 in 12 monthly payments if the interest is 12% compounded quarterly.  If necessary, adjust the final appropriately.

3. Person X wants to borrow $10,000 for 10 years at 9% compounded annually, repaying in 10 equal annual payments.  You can borrow the $10,000 to lend him at 10% annual interest, paying only the interest each year and repaying the entire principal at the end of the tenth year.  You plan to use part of his annual payment to you to pay your interest, and use the rest to buy stock in company Y.  What effective annual yield will you have to receive at the end of 10 years for your accumulated stock in company Y in order to turn a profit of $1000?

