AMDM – Unit 6 Test Version A
Name ______________________________________  Period ___  Date _____________

Please show values entered. Remember that Present Value and Payments should be entered as negative amounts.  
1.  Mr. Popeye wants to retire in 24 years.  He has savings of $340,000 to invest and has found an opportunity that looks relatively safe and will pay 9% compounded monthly.  If he takes the investment and it pays off as advertised, how much will he have in his retirement account?

N = ​​​____  I% = ____
PV = __________  PMT = ____  FV = __________  P/Y = ____  C/Y = ____


Answer:  ______________________

2. What would you have to invest now to have $145,000 in 17 years at 6% compounded annually (in other words what should new parents invest to have enough for their newborn’s future college expense)?  

N = ​​​____  I% = ____
PV = __________  PMT = ____  FV = __________  P/Y = ____  C/Y = ____

Answer:  ______________________
3. Craig has $1,500 to invest at 4% compounded monthly.  How many years will it take to grow to reach $11,000?

N = ​​​____  I% = ____
PV = __________  PMT = ____  FV = __________  P/Y = ____  C/Y = ____

Answer:  _____________________years
4.  Veronica found two investments, one is 5.64% compounded annually, the other is 5.52% compounded daily.  Which will be a better investment over 30 years?

N = ​​​____  I% = ____
PV = __________  PMT = ____  FV = __________  P/Y = ____  C/Y = ____

N = ​​​____  I% = ____
PV = __________  PMT = ____  FV = __________  P/Y = ____  C/Y = ____

Answer:  ______________________

5.  In your own words, define what an annuity is in at least 2 sentences (write legibly):

6.  You got hit by a MARTA bus while crossing the street.  You and your lawyers reached a settlement with MARTA that will pay you an annuity of $10,000 at the BEGINNING of the year for the next 25 years.  If you believe that the opportunity cost of interest is 7%, how much is the annuity worth today.

N = ​​​____  I% = ____
PV = __________  PMT = ____  FV = __________  P/Y = ____  C/Y = ____

Answer:  ______________________

7.  Would you sell this annuity to JG Wentworth for $115,000 cash right now?  State why or why not in at least 2 sentences (write legibly):
8.  You took out a 30 year, $100,000 mortgage, from the bank to buy a house at a rate of 5% with monthly payments of $536.82 due at the END of each month.  Suppose you decided to make monthly payments of $750 to try to pay off the loan faster.  How much will you save in total out of pocket cash.

What is the total amount of out of pocket cash you will pay for the house with the $536.82 monthly payment?  ________________________

How many months will it take you to pay off the loan making the $750 payments? __________________

N = ​​​____  I% = ____
PV = __________  PMT = ____  FV = __________  P/Y = ____  C/Y = ____

What is the total amount of out of pocket cash you will save by making the $750 payments? 

Answer:  ______________________

9.  In your own words, describe what loan amortization is in at least 2 sentences (write legibly):
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Month / Year Payment Ppri:izi"a' ':f:izes‘ In;‘::'t Balance
Dec. 2011 $2,328.56 $286.89 $2,041.67 $2,041.67 $349,713.11
Jan. 2012 $2,328.56 $288.57 $2,039.99 $4,081.66 $349,424 54
Feb. 2012 $2,328.56 $200.25 $2,038.31 $6,119.97 $349,13429
Mar. 2012 $2,328.56 $201.94 $2,036.62 $8,156.59 $348,842.35
Apiil 2012 $2,328.56 $29365 $2,034.91 $10,191.50 $348,548.71
May 2012 $2,328.56 $295.36 $2,033.20 $12,22470 $348,253.35
June 2012 $2,328.56 $297.08 $2,031.48 $14,256.18 $347,956.27

July 2012 $2,328.56 $298.81 $2,029.74 $16,285.92 $347,657.45




Several Years Later
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9.  Of the May 2012 mortgage payment,  what amount of the payment went to pay for interest?

Answer:  ______________________

10.  Of the July 2025 mortgage payment,  what amount of the payment went to pay for principle?

Answer:  ______________________

11.  If you sold the house in August of 2025 for $375,000, how much money do you get to keep after the bank is paid off? 

Answer:  ______________________

12. Jorge is buying a car for $16,500.  Compare the two loan offers by finding the monthly payments for each and calculating the total amount paid for each.

A) 5% down payment, 4.5% APR for 5 years.

B) 10% down payment, 3.5% APR for 4 years.
13. Mrs. Bradford is buying a new refrigerator for $1,999 at Sears.  There is 8.25% sales tax added to her purchase. She plans to charge this to her Sears credit card, which earns 18.9% APR.  She wants to pay $200 per month to the credit card.  Create an amortization table to calculate how long it will take to pay off the loan.
	Month
	Balance
	Interest
	Amount Applied to Principal
	New Balance

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	



