Chapter 2 Review Test, page 203 (b) Sy = R(1.0135)* + R(1.0135)-? + R(1.0135) 3 + ... +
R(1.0135)-% + R(1.0135)-%

1. (a) 1026 (b) 29526
2. (a) 30 rows (b) 15.7% () $8559
3 yes 6. (a) $387566.74 (b) $7575.56
4 (@ 7. (a) 20 years, each divided into 4 segments. Present value of each
Pav.# A tPaid  Int.Paid Princ. Paid  Out. Bal payment, proceeding from most recent to first: 1250(1.02) 8,
an' mount Faid - Int. Paid - Frine. Fal $1l;,60 : 1250(1.02)7, 1250(1.02) 78, ..., 1250(1.02)~
1 $110 $1820  $9180 $1308.20 (b) S = 1250(1.02)-8 + 1250(1.02)-7 + 1250(1.02) 7 + ...
2 $110 $1701  $92.99 $1215.21 + 1250(1.02) * = $49 680. 64
3 $110 $15.80 $94.20 $1121.01 (c) Choose $50 000 cash today.
" . . 8. (a) $432.97 (b) $108 344.40
4 $110 $14.57 $95.43 $1025.58 | .
(c) Example: negotiate a lower rate, make weekly payments,
5 $110 $13.33 $96.67 $928.91 shorten term of mortgage, make extra payments, increase size
6 $110 $12.08 $97.92 $830.99 '
of payment
(b) $95.43

5. (a) 2.5 years, each year divided into 12 segments. Present value of
each payment (R) proceeding from most recent to first:
R(1.0135)~%, R(1.0135)~%, R(1.0135)" %, ..., R(1.0135) 1

ANSWERS




