1.  If you invest $500 today at 9% interest, how much time is required for the investment to be worth $1200?
Solution-  Here P = $500, F = $1200, i = 9% and n is the unknown, so:

F = P(1 + i)n     or     F/P = (1 + i)n  

ln F/P = n ln(1 + I)

or:     n = [ln F/P]/[ln(1 + i)]

n = [ln 1200/500]/[ln(1 + 0.09)] = 10.2 yr
2. If a savings bond with a yield of 6% matures with a value of $1000 in 8 years, what does it cost now?

Solution-  This is equivalent to asking what is the present value P of F = $1000 received n = 8 years in the future at an interest rate of i = 6%, so 
P =   F/(1 + i)n = $1000/(1 +0.06)8 = $627.41

A savings bond with these terms would cost this amount today.
3. If $500 were deposited in a bank savings account, how much would be in the account three years hence if the bank paid 6% interest compounded annually?
Solution- Given P = 500, i = 6%, n = 3, use F = FV(6%,3,500) = -595.91

4. If you wished to have $800 in a savings account at the end of four years, and 5% interest we paid annually, how much should you put into the savings account?

Solution- n = 4, F = $800, i = 5%, P = ?

P = PV(5%,4,8000) = $658.16

You should use P = $658.16
5. Solve the Diagram below for unknown Q assuming a 10% interest
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Solution Q= $136.60
6. 
A $5000 loan was to be repaid with 8% simple interest. A total of $5350 was repaid. How long was the loan outstanding?

7.
A sum of money invested at 4% interest compounded semi-annually, will double in amount approximately how much time? (Assume 1 year=360 days;1 month=30days)

Solution: 17.5 years

8.
In 1626 Willem Verhulst bought Manhattan Island from the Canarsie Indians for $24 worth of merchandise (a price of about 0.5 cents per hectare [0.2 cents per acre]). If he had deposited this money in a bank, at an interest rate of 6 percent what would the present value in the year (2008) of the $24 be?

   Solution:


 

F= P(1+i)n


  = 24(1.06)382


  = $11.14 x 1010
One Hundred & Eleven billion dollars is a reasonable approximation of the present land value of the island of Manhattan.  
9.
Credit cards usually charge interest at a rate of 1.5 percent per month. What is the effective interest rate?

Solution: 
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