GP Unit 4

Name:

Jailyn Guzman-Almonte
Section Number:
GAlmonte-groupunit4
Instructions:

· Identify the document by typing your full name and section number next to the yellow text. 
· Rename the file by adding your last names to current file name (e.g., "u4gp_lastnames.doc").

· Type your answers next to the yellow text.  
· Unless otherwise stated, answers requiring decimal places should be rounded to two decimals. This includes rounding dollar and cent amounts to the nearest cent.
· To show your work, you will need to include

· the algebra used to compute the solution to any equations
· The formula with substituted values.
· The final calculated answer with units.

· To utilize the scientific calculator on your computer, do the following:

· Open the calculator (if it is not in the accessories folder, then select Run from the Start menu)

· Select View from the drop down menu

· Select Scientific to utilize the calculator. 
· Note that xy computes any number to any power (integer, fraction, decimal).

Please add your file.

3) 
The formula for calculating the amount of money returned for an initial deposit money into a bank account or CD (Certificate of Deposit) is given by
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A is the amount of returned.
P is the principal amount initially deposited.
r is the annual interest rate (expressed as a decimal).
n is the compound period.
t is the number of years.
Carry all calculations to 6 decimals on all assignments then round the answer to the nearest cent.

Suppose you deposit $10,000 for 2 years at a rate of 10%.

a) 
Calculate the return (A) if the bank compounds annually (n = 1). Round your answer to the hundredth's place.


Answer:
$12100.00

Show work in this space. Use ^ to indicate the power.
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So the return at the end of the second year is $12100.00.

b) 
Calculate the return (A) if the bank compounds quarterly (n = 4).  Round your answer to the hundredth's place.

Answer:
$12184.03

Show work in this space
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The return is $12184.03 if you round it to the hundredth’s place.

c) 
Calculate the return (A) if the bank compounds monthly (n = 12). Round your answer to the hundredth's place.

Answer:
$12203.91

Show work in this space
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The return is $12203.91 if you round it to the hundredth’s place.

d) 
Calculate the return (A) if the bank compounds daily (n = 365). Round your answer to the hundredth's place.

Answer:
$12213.69


Show work in this space
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The return is $12213.69 if you round it to the hundredth’s place.

e)
What observation can you make about the size of the increase in your return as your compounding increases more frequently? 
Answer:

The return is increasing as the compounding increases more frequently. It is easy to understand since the interest generated from the previous compound will be added to the primary as the base to calculate the interest. 

f) 
If a bank compounds continuously, then the formula takes a simpler, that is 
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where e is a constant and equals approximately 2.7183.
Calculate A with continuous compounding. Round your answer to the hundredth's place.


Answer:
$12214.04

Show work in this space
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The return is $12214.04



g) 
Now suppose, instead of knowing t, we know that the bank returned to us $15,000 with the bank compounding continuously. Using natural logarithms, find how long we left the money in the bank (find t). Round your answer to the hundredth's place.


Answer: 
4.06 years


Show work in this space
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So we need to deposit the money in the bank for 4.06 years.



h) 
A commonly asked question is, “How long will it take to double my money?” At 10% interest rate and continuous compounding, what is the answer? Round your answer to the hundredth's place.


Answer:
6.93 years


Show work in this space




[image: image9.wmf]10%

0.1

0.1

100002000

2

ln()ln2

0.1lnln2

0.1ln2

0.10.6931

t=6.931

rtt

t

t

APee

e

e

te

t

t

´

´

´

==´=

=

=

´=

´=

´=



So it takes 6.93 years to double the primary amount.
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