MaTH 103 WORKSHEET 3 26 SEPTEMBER 2007

Part One: Interest Warmups

1. [GH 3.2.19] Six years ago, a woman made an investment paying 7.5% simple interest.
If her investment is now worth $3245, how much did she originally invest?

2. [GH 3.2.21] A $6000 investment in Intel Corporation stock in 1988 rose in value to
$49, 375 in 1997. What was the rate of return, figured as an annual simple interest rate,
for this investment?

3. [GH 3.3.36] California savings banks paid 15% interest in 1860, not long after the
Gold Rush. If the interest had been compounded quarterly, how long would it have
taken a $4000 deposit to grow to $10,0007

4. [GH 3.3.42] In 1959, the rate for a first-class letter mailed within the United States
was 4¢. In 1999, it was 33¢. Find the annual rate of growth (inflation rate) in the cost
of mailing a letter from 1959 to 1999.



Part Two: The Magic of e = 2.71828182846 . ..

1. Read through A Closer Look 3.1 on page 144 of the text. Verify the APY for
quarterly and monthly compounding.

2. Create a similar table assuming an annual rate of 20% for interest compounded
quarterly, monthly, daily, hourly, minutely, and secondly.

Length of Period | APY (Percent)
Quarter
Month
Day
Hour
Minute
Second

3. What APY do these values seem to be approaching? Does this value have any
relationship with the value of e2°?

Part Three: The Rewards of Systematic Savings

1. Suppose that you deposit $100 into a bank account paying 4% interest, compounded
monthly. How much will the deposit be worth in 24 months (i.e., at the end of the 2
years)?

2. Suppose that a month later you again deposit $100 into a bank account paying 4%
interest, compounded monthly. How much will the deposit be worth in 23 months (i.e.,
at the end of the 2 years)?

3. Suppose that every month of those two years you deposit $100 into a bank account
paying 4% interest, compounded monthly. How much money will be in the account at
the end of the 2 years?



