Math 400 - Theory of Interest

NAME:__________________________________

Homework #4

1. Suppose δt = 
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a)  Find the accumulated value of $100 at the end of 9 years.


b)  Find the simple rate of interest required to produce this accumulated value.


c)  Find the nominal rate of interest compounded yearly required to produce this


      accumulated value.


d)  Find the nominal rate of interest compounded monthly required to produce this


      accumulated value.


e)  Find the nominal rate of interest compounded continuously required to


      produce this accumulated value.

2. Jane knows that she will need $5000 in two years.  For each of the plans described, find the requested information.


a)  To receive the $5000 in 2 years, she agrees to pay $500 now, $2000 in 5 years,


      and the final payment in 8 years.  If the interest is 8% compounded quarterly,


      find the final payment.


b)  To receive the $5000 in 2 years, she agrees to pay $500 now, $2000 in 5 years,


      and the final payment in 8 years.  If the discount is 8% compounded quarterly,


      find the final payment.

c)  To receive the $5000 in 2 years, she agrees to pay $500 now, $2000 in 5 years,


     and $4000 at some future date.  If the interest is 8% compounded quarterly,


     find the number of years from now until that future date.


d)  To receive the $5000 in 2 years, she agrees to pay $500 now, $2000 in 5 years,

     and $4000 in 8 years.  If the interest is compounded quarterly, find the nominal 
     rate of interest and the effective rate of interest; you will need to use the

     Interest_Solver Excel spreadsheet.
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