Math 400 - Theory of Interest

NAME:__________________________________

Homework #6
1. Suppose $5,000 is deposited May 5, 2000, and redeemed September 11, 2006.
    a. How many days was the money invested on the actual/actual basis?

    b. How many days was the money invested on the 30/360 basis?

    c. How many days was the money invested on the actual/360 basis?
2. Suppose $5,000 is deposited May 5, 2000, and redeemed September 11, 2006.  With a

    rate of simple interest of 8%, find the balance at redemption on each basis listed:

    a. exact simple interest (actual/actual)

    b. ordinary simple interest (30/360)

    c. the Banker’s Rule (actual/360)
3. Suppose $5,000 is deposited May 5, 2000, and redeemed September 11, 2006.  With a

    rate of interest of 8% compounded annually, find each of the following:

    a. the exact balance at redemption

    b. the balance at redemption, if the interest during the final fractional year is computed

        using exact simple interest
    c. the nominal rate of interest payable annually which is equivalent to the interest paid

       in part b.
