FINANCIAL MATHEMATICS - CHAPTER REVIEW

1 Are the following either arithmetic or geometric sequences? Explain.
(@ 2,-6,10,-14,... (b) 4++/3, 1+33, =2+53, =5+7/3, ... (©) 1.6,2.4,36,54, ...

2 For the arithmetic sequence 22, 15, 8, 1, ... find:
(@) the 10th term (b) the value of k if T, ==90.

3 For the geometric sequence 36, 126, 441, 1543.5, ... find:
(a) the 7th term (b) the smallest value of k for which T, > 1000 000.
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4 IfT,=600and T =75 are two terms of a sequence. Find the first three terms if:

(@) the sequence is arithmetic (b) the sequence is geometric.

6 Evaluate6+3+15+...
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7 A ball is dropped from a height of 20m and rebounds to a height of 18 m. If every time it rebounds it rises to
nine-tenths of its previous height, calculate the total number of metres it could travel.

8 Three numbers whose sum is 15 are successive terms of an arithmetic series. If 1, 1 and 4 are added to

these three numbers respectively, the resulting numbers are successive terms of a geometric series. Find
the numbers.
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11 The first, third and ninth terms of an arithmetic series are also the first three terms of a geometric series. Find
the common ratio of the geometric series.
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18 This table gives the future value of an annuity of $1 at the given interest rate for the given period.

Future value interest factors
§1 Interest rate per period
N 1% 2% 3% 4% 5%
1 1.0000 1.0000 1.0000 1.0000 1.0000

2.0100 2.0200 2.0300 2.0400 2.0500
3.0301 3.0604 3.0909 3.1216 3.1525
4.0604 4.1216 4.1836 4.2465 4.3101
5.0101 5.2040 5.3091 5.4163 5.5256
6.1520 6.3081 6.4684 6.6330 6.8019

(= 0 LV I - BV I N

Use the table of future value interest factors to find:

(@) the future value of an annuity of $4500 per year for 6 years at 4% per annum
(b) the future value of an annuity of $700 per year for 5 years at 2% per annum.
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20 The table gives the present value interest factors for an annuity of $1 per period, for various interest rates, r,
and number of periods, N.

Present value interest factors
r Interest rate per period (as a decimal)
N 0.0025 0.005 0.0075 0.008 0.009
71 6498140 | 59.64121 | 54.89293 | 54.00754 | 52.29657

72 65.81686 | 60.33951 | 55.47685 | 54.57097 | 52.82118
73 66.65023 | 61.03434 | 56.05643 | 55.12993 | 53.34111
74 67.48153 | 61.72571 | 56.63169 | 55.68446 | 53.85641
75 68.31075 | 6241365 | 57.20267 | 56.23458 | 54.36710
76 69.13791 | 63.09815 | 57.76940 | 56.78034 | 54.87324

(@) Randall plans to invest $200 each month for 74 months. Her investment will earn interest at a rate of
0.005 (as a decimal) per month. Use the information in the table to calculate the present value of this
annuity.

(b) Rosa uses the same table to calculate the loan repayments for her car loan. Her loan is for $19000 and
will be repaid in equal monthly repayments over 5 years and 11 months. The interest rate on her loan is
9% per annum. Calculate the amount of each monthly repayment, rounded to the next dollar.
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21 Malcolm deposits $3000 in an investment account that is paying a monthly interest rate of 0.4%, with the
interest compounded monthly. Calculate the value of the investment after 24 months.

22 Tanya and Alan plan to have $20 000 in an investment account in 5 years time to pay for a holiday. The
interest rate for the account will be fixed at 3.6% per annum, compounded monthly. How much do they need
to deposit into the account to achieve this goal? Round your answer to the next dollar.
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23 Sanjay borrows $5000 at an interest rate of 1.5% per month and pays it off in equal monthly instalments. What
should the instalment be in order to pay off the loan at the end of 3 years?
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24 (a) Atthe beginning of each year, $100 is placed in an investment fund. Calculate the accumulated value at
the end of 12 years if the interest is 6% p.a. compounded yearly.
(b) If the $100 due at the beginning of the fifth year was not placed in the fund, what would be the
accumulated value at the end of 12 years?
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25 A family borrows $300 000 from a bank. Interest is charged at 6% p.a.
(@) How much must be repaid each year, rounded to the next dollar, if the loan is to be repaid over 30 years?
(b) How much of the loan will remain after the 18th payment?
(c) If repayments are made at $40 000 per year, how long will it take to repay the loan? What will be the last
repayment?
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