Math 140 - Spring 2022
Week In Review ]12 - April 26, 2022
Section 6.1: Interest and Effective Rates
Pr 1. You invest $600 in an account paying simple interest at a rate of 8% per year.
(a) How much interest does the account earn in two years?

(b) How much money is in the account at the end of the two years?

Pr 2. You borrow $5000 from a payday loan company and when you payback the loan you owe $7500. How
long did you borrow the money for, if the payday loan charges a simple interest rate of 67% per year?

Pr 3. Determine the annual simple interest rate at which $1500 will grow to $1580 in 7 month? Round your
answer to two decimal places?
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Pr 4. You put $2,000 into an account and 5 years later have $8,450.50 in the account. If the account earned
interest compounded monthly, what was the account’s annual interest rate? Round your answer to two
decimal places?
N=
I% =
PV =
PMT =
FV =
P/Y =
C/Y =
PMT: END

Pr 5. You want to take a trip in 3 years that will cost $18,000. How much should you deposit now, making no
additional deposits, into an account that earns 8% per year, compounded daily, so you will have enough
money for the trip?
N=
I% =
PV =
PMT =
FV =
P/Y =
C/Y =
PMT: END

Pr 6. You invest $12000 into an account that pays annual interest at a rate of 5.96%, compounded monthly.
N=
I% =
PV =
PMT =
FV =
P/Y =
C/Y =
PMT: END
(a) How much money will you have in the account at the end of 4 months? Assuming no addition
deposits are made.

(b) How much interest did the account earn in the 4 months?

Pr 7. You invest $12000 into an account that pays annual interest at a rate of 5.96% per year, compounded
continuously. How much money is in the account at the end of 4 months?

Pr 8. What is the annual interest rate, as a percent, on an account that is compounded continuously, if $2000
grows to $3500 in 4 years? Round your answer to two decimal places.

Pr 9. While binge watching Magnum P.I. reruns (that mustache is mesmorizing) you see ads for accounts from
three different banks. Bank A advertises a nominal rate of 7.15% per year, compounded semi-annually.
Bank B advertises a nominal rate of 7% per year, compounded daily. Bank C advertises an APR of 6.95%,
compounded continuously.
(a) What is the effective rate for each account?

(b) Which bank has the best interest rate for an investment?

(c) If you were to borrow money instead, which account would be the best for you?

