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CHAPTER 9 REVIEW

9.1 - SAVINGS ALTERNATIVES

1. Jason deposits $500 into a bank account with 10.95% interest per year,
compounded daily. Use the future value formula to determine the final amounts for
each term. An example has been provided for you

Future value formula: A =P(1 +i)", wherei=r/Nand n=yN
(a) After 2 days

i=r/N A=P(1+i)"
=0.1095/ 365 =500(1 + 0.0003)?
= 0.0003 = $500.30

n=yN

(2/365)(365)

2

(b) After 5 days

(c) After 2 weeks (= days)

(d) After 1 year
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2. Jennifer’'s bank charges $4.95 per month for up to 10 transactions. Each additional
transaction costs $0.85. Complete the table below by calculating Jennifer’s total

transaction fee for each month. An example has been provided

Month Number Transaction fee Total
of transactions

(a) January 18 (10 $4.95 + (8 x 0.85) $11.75
transactions
included + 8
additional)

(b) February 14

(c) March 8

(d) April 21

(e) May 5

3. Monarchy Bank offers three account options

Option 1: $11.25 per month which includes 10 transactions plus $1.25 for each
additional transaction

Option 2: $16.75 per month which includes 15 transactions plus $0.85 for each
additional transaction

Option 3: $21.50 per month with unlimited transactions

(a) In a typical month, Suzanne uses an ATM to withdraw cash four times per week.
Her hydro and cell phone bill payments are automatically withdrawn from her bank

account. Which option would be best for Suzanne?

. Explain

(b) In a typical month, Jonah usually makes weekly cash withdrawals from an ATM
and pays 8 of his bills using the same bank account. Which option would be best for

Jonah?
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(c) Heather never carries cash and uses her debit card to pay for everything. Which
option would be best for Heather? . Explain

4. Michael deposits $1500 into an account with 7.3% interest per year, compounded
daily. Use the future value formula to determine how much money Michael will have
after

(a) 1 year (b) 5 years (c) 10 years

5. Nicki deposits $1000 into a bank account with 12% interest per year for 5 years

(a) Calculate the future value if the interest rate is compounded monthly

(b) Calculate the future value if the interest rate is compounded semi-annually

(c) Which bank account had the higher future value?
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9.2 - INVESTMENT ALTERNATIVE

1. Complete the table below. An example has been provided

r (yearly interest Compounding i (interest rate per i (in decimal)
rate) frequency compounding
period)
i=r/N
(a) 20% Quarterly i=20/4 0.05
=5%

(b) —12% Monthly

(c)—0.6% Semi-annually

(d) 14.6% Daily

2. Calculate the future value of each investment. All investments are compounded
annually and each investment has a 2% management fee paid to the broker

Future value formula: A=P(1 +i)", wherei=r/Nand n=yN

(a) $2000 in a fund that averages 6.7% growth over 4 years

(b) $8000 in a fund that average 2.8% growth over 8 years

(c) $2000 in a fund with a yearly rate of return of — 2.6% after 3 years

(d) $1100 in a fund with a yearly rate of return of — 1.1% after 5 years
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3. On her 16" birthday, Ramona invested $1000 into a fund with a yearly rate of return
of 3%, compounded monthly. How much money will Ramona have when she retires
at the age of 56 years old?

9.3 - MANAGE CREDIT CARDS

1. Calculate the daily interest rate for each credit card annual interest rate. Express
each answer as a-decimal. An example has been provided for you

(a) 18.25% = 0.1825 / 365 = 0,0005 (b) 25.55% =

(c) 10.95% = (d) 7.3% =

2. Sam has a credit card with an overdue balance of $1862. Interest is charged daily (ie.
compounded daily) at an annual rate of 29.2%

(a) (i) Calculate how much Sam has to pay if his balance is overdue for 11 days.

(i) How much interest did he pay?

CABILAN
HATH ONLINE.COM




Name: Date: MBF 3C1

(b) (ii) Calculate how much Sam has to pay if his balance is overdue for 20 days.

(i) How much interest did he pay?

3. On a certain credit card, the minimum monthly payment is 5% of the balance.
Calculate the minimum payment for each balance. An example has been provided

(a) $350.85 (b) $4106.82 (c) $1163.25
= $350.85 x 0.05
= $17.54

9.4 — OBTAINING A VEHICLE

1. Complete the table below for each vehicle

CAR WITH BASE PRICE TOTAL WITH 13% TAX TAX PAID
(a) Ford SUV, $34599 $34599 x 1.13 $39096.87 — 34599
= $39096.87 = $4497.87

(b) Mercedes Benz C300,
$60320

(c) BMW 7 series, $87532

2. Mark purchases a brand new Honda Civic at $41960 (taxes in). Mark makes a
downpayment of $1960 towards the value of the vehicle and finances the remaining
balance. The remaining balance is financed at an interest rate of 4.8% per year,
compounded monthly for 4 years.

(a) Calculate the balance remaining after the down payment is made

(b) Calculate the total payment of the financing with the annual interest rate of 4.8%,
compounded monthly for 4 years

(c) If Mark makes equal monthly payments for 4 years, determine the amount of each
2yment
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3. Determine the total cost of each new car lease

(a) $1500 down payment plus 48 payments of $347

(b) $3000 down payment plus 60 payments of $277

(c) 60 payments of $614

9.5 - OPERATE A VEHICLE

1. Each insurance policy can be paid annually (yearly) or monthly. In each case, which
option costs more for one year? Calculate the difference in price for each question.

(a) Drake’s insurance costs $3800 per year or $342 per month. Which option costs
more and by how much?

(b) Kelly’s insurance costs $2450 per year or $233 per month. Which option costs
more and by how much?
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2. Jocelyn’s compact car has a fuel efficiency rating of 13.8L/100 km. The capacity of
the gas tank is 60 L

(a) How far can Jocelyn travel on one tank of fuel?

(b) If Jocelyn wants to travel 148 km, how much gas would she need?

(c) Using your answer from (b), determine how much it will cost Jocelyn if gas costs
$1.13/litre

3. A compact car has a 35 L gas tank and a fuel efficiency rating of 8.1 L/100 km. A
minivan has a 70 L tank and a fuel efficiency rating of 12.9 L/100 km. Which vehicle will
travel further on a tank of gas? By how much?

4. Ricardo purchased a new vehicle for $32500. It is expected to depreciate at a rate of
23% per year. *** 23% depreciation means that a car will keep % of its value
per year

Calculate the value of the vehicle at the end of its

(a) First year (b) Second year
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5. Ali purchased a new luxury vehicle for $94000. Below is chart indicating the price at
the end of the first four years

AGE OF VEHICLE (in YEARS) VALUE OF VEHICLE
1 $70500
2 $52875
3 $39656.25
4 $29742.19

Priceof newcar —Priceof car after X Years y

Formula: Percent depreciation = 100

Priceofnewcar

(a) Calculate the percent depreciation between the new price and the price of the car
after 1 year

(b) Calculate the percent depreciation between the new price and the price of the car
after 4 years
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9.1

1. (b) $500.75 (c) $502.10
2. (b) $8.35 (c) $4.95

3. (a) #1, less than 10 transactions

(c) #3, unlimited transactions

4. (a)$1613.58 (b) $2160.69
5. (a)$1816.70 (b) $1790.85
9.2

1. (b)=1%,—0.01

2. (a)$2403.35 (b) $8526.57
3. $3315.15

9.3

1. (b)0.0007 (c)0.0003

2. (a)$1878.45, Interest = $16.45
3. (b)$205.34 (c) $58.16
9.4

1. (b) $68161.60, Tax $7841.60

2 (a)$40000 (b) $48448.26
3. (a)$18156 (b) $19620
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(d) $557.85
(d) $14.30 (e) $4.95

(b) #2, less than 15 transactions

(c) $3112.39

(c) Account with monthly compounding

(d) 0.04, 0.0004

(c) $1736.50 (d) $939.75

(d) 0.0002

(b) $1892.02, Interest = $30.02

(c) $98911.16, Tax $11379.16
(¢) $1009.34

(c) $36840
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9.5

1. (@) $342/month, $304 more (b) $233/month, $346 more

2. (a) 434.8 km (b) 20.424 L (c) $23.08

3. Compact car = 432.1 km, Minivan = 542.6 km, Minivan can travel 110.5 km more
4. (a) $25025 (b) $19269.25

5. (@) 25% (b) 68.4%
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