Math115a

Compound Interest #1

Name:________________________

Marrero

Round dollar amounts to the nearest dollar.  Round rates and yields to three decimal places.  Show all work.  Do not round until the very end of the problem. 

Formulas:
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1.
a.
What is the value of $56,500 after 4.5 years compounded monthly at a rate of 8%?

b. What is the effective annual yield?

2.
a.
What is the value of $450,000 after 7 years compounded quarterly at a rate of 2.1%?


b.
What is the effective annual yield?

3. What rate, r, compounded monthly will yield, 6.9%

4.
What rate, r, compounded quarterly, will yield 4.12%

5.
a.
Find the value of $2,000,500 after 4 years and 3 months, if it is invested at a rate of 7.2% 

compounded continuously?


b. What is the yield on this investment?

6.
What annual rate, r, compounded quarterly would have the same yield as an annual rate of 5.2% compounded continuously?

7.
Find the annual rate, r, that produces an effective annual yield of 4.4% when compounded continuously.

8.
How long, to the nearest month, will it take for $67,000 to grow to $99,000 when compounded continuously at 7.8%?

9. 
How long, to the nearest month, will it take for $67,000 to grow to $99,000 when compounded daily at 7.8%?

10.
What is the present value of a $340,000 payment 8 years from now, if the money earns at an annual rate of 5.25% compounded quarterly?

11.
What is the future value of a $340,000 after 8 years, if the money earns at an annual rate of 5.65% compounded continuously?

12.  
Which is better, compounding continuously or compounding monthly?  Explain your reasoning.

13.
a.
Compute the weekly risk free rate for your teams data. Leave answer exact. 


b.
Find the weekly ration corresponding to the weekly rate for your data. Leave answer exact.
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