
Business Pre Calculus – M140      Sp09 – Quiz #8 Math of Finance 

 
 
 

Use this formula for problems 1 to 4   
   
 

1. (Multiple Choice) The formula above is used for 
A.  Simple Interest Calculations 
B.  Annuity calculations 
C.  Finite Compounding Calculations 
D.  Continuous Compounding Calculations 
 

2. Which letter corresponds to the principal? 
 

3. Which letter corresponds to the present value? 
 

4. Solve for the interest rate  
 

5. My dad (the real Mr. Kebler) always said any offers to 
earn more than 10% return on your investment were 
scams.   So according to my Dad is it a scam if 
someone offers to give you $1100 back in six months 
if you give him $1000 today?  
 

6. Find the amount that must be invested today to have 
a future value of $30,000 in 7 years if compounded 
monthly at 5%. 

 

7.  Jim hopes to make his money grow from $5,000 to 
$10,000 in 10 years.  If the best interest rate he can 
hope for is 7% can he reach the goal?  A  Yes or No 
answer will get no credit.   It depends!...on what? 
  

For 9-11 

8. You are thinking about buying a house.  The price is 
$200,000.  You will put down $20,000 and finance the 
rest.  What will be your monthly payment for a 5% 
loan for 30 years?    
 

9. How much interest will you have paid over 30 years? 
 

10. If you could get them to knock off $10,000 from the 
price how much would save in just interest over that 
30 years. 
 

11. Bonus 

Sue is considering retiring.  She currently has 
$105,234 in her IRA (individual retirement account)  
Her IRA would become an annuity upon retirement.  
Her current bank will pay 2.5% on that annuity, but 
Bernie Madoff Investments will pay a whopping 15%.  
Her monthly budget requires $2000.  How many 
extra months can she expect to live on her 
retirement annuity if she “goes with Bernie”? 
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NAME____________________________________________ 

 

1   _____ 

2   _____ 

3   _____ 

4   _____=___________ 
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7   _________________ 
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9  __________ 

10__________ 
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