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Show all work for Partial Credit

Draw a cash flow diagram for each problem when one is not given (20% of the score is assigned to it)

Round all financial numbers to the nearest two decimal places
	Question #
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	Total

	Possible Points
	5
	5
	10
	10
	15
	10
	10
	10
	10
	5
	10
	15
	5
	120

	Earned Points
	
	
	
	
	
	
	
	
	
	
	
	
	
	


1.
$4,000 were deposited at time 0 in an account that pays an interest of 10%.  How much should be withdrawn at the end of period 2  to have $4,000 at the end of period 4 available in the account? [5]

	


2. If a smoker wises up, quits smoking at the age of 20, and invests the annual savings of LE 3,000 in an account that pays 10%, how much would he save by the time he is 60?  Assume that he adds the LE 3,000 every year to his investment (a total of 40 payments).  [5]

	


3.
What is the future value at the end of year 4 of 4 annual beginning-of-period deposits that start at $50 and increase by $100 every period?  Assume i = 10%. [10]

	


4. If you deposit 100, 200, and 500 at the end of periods 2, 4, 6, respectively in an account that pays 10% during the first two periods, 8% in periods 3, 4, and 5, and 12% in every period thereafter, how much would you have in the account at the end of period 8? [10]

	


5.
At i = 10%, which is better: a reward of 100 at the end of year one that increases by 50 every year for 5 years (Final reward is at the end of year 5), or five equal rewards of 240 every two years starting at the end of year one? [15]

	


6. An air condition unit that has a cash price of LE 4,000 is offered for a down payment of LE 600 and 36 monthly installments of LE 120 each.  

The effective annual interest rate for this offer is closer to (circle one): [10]

a. 14%

b.15%

c. 16%

d. 17%

	

	


	7. In the recent ‘Automac Akhbar ElYom’ exhibition, a car is offered for a cash price of LE 68,000, or for a down payment of LE 17,000 and 60 montly instalments of LE 1,000 each.  What is the effective annual interest being charged in the latter case? [10]


	


8. An individual who is 55 today decided to make 5 equal end-of-year deposits starting a year from now in an account that pays an interest of 10% in order to start withdrawing $24,000 every year forever starting 6 years from now (at age 61). Find the appropriate value of each of the 5 deposits? [10]

	


9. If the person in ‘8’above wants the withdrawals to start at 24,000 (at the age of 61) and increase by 5% every year thereafter (forever), how much should the 5 deposits starting at age 56 be? [15]

	


10. What is the effective quarterly interest rate for a nominal rate of 12% compounded continuously? [5]

	


11. Assuming that you got a loan for $6,000 today for 5 years at an interest rate of 18% compounded monthly. How much would you still owe at the end of year 3 after you paid your 36th monthly payment? [10]
	


12. Compare the following alternatives for covering your transportation needs over the next 5 years:

Alternative A
Buy a car that costs LE 80,000 now and annual running costs of LE 4,000.  The car will be sold at the end of year 5 at the price of LE 70,000.

Alternative B 
Rent a car for LE 3,600 per year with annual running cost of LE 2,000 .

Assume that any unused money may be invested at 10%. [15]

	Option: Buy / Rent              (circle one)

	Why?


13. At what interest rate would an investment of LE 300 double in 5 years?

	


PAGE  

