


1. Compounding: 

Suppose that you invest 500 TL in a bank account for a 3-year period 

a. For the first year you keep your saving with a yearly interest rate of 10% calculated monthly?

b. For the second year you go on to keep your saving with a yearly interest rate of 10% but calculated quarterly?

c. For the third year you go on to keep your saving with a yearly interest rate of 10% but calculated semi-annually?


What is the value of your accumulation at the end of third year?
2. Loan Payments: If you take out  an $ 50.000 car loan that calls for 24 monthly payments starting after 1 month at an effective annual interest rate of 19,56%;

What is your monthly payment? (Expand two digits)
3. Growth of Funds: You think to double your money in 10 years with a simple interest rate; however 
  How long would it take if you prefer compounding method?

4. Perpetuities: An apartment flat provides $900 monthly rent for a year. If market interest rate is 10,8% yearly  what may be the probable price of the property? 
5. Annuity Value: Your landscaping company can lease a truck for following years (paid at year end)
	Years
	Lease Payments

	1
	12.000

	2
	18.000

	3
	30.000

	4
	50.000


If the company can earn 7% on its funds. What is the present value of lease payments?
6. Interest Amount: Suppose the interest rate is 10% per year, compounded monthly. What is the minimum amount of money that have to be invested for a two year period in order to earn 400, - TL in interest?
7. Calculating Initiation Fee: You borrow $ 8,000 from a bank and agree to repay the loan over the next year in 12 equal monthly payments of $ 720. However, the bank also charges you a loan initiation fee, which is taken out of the initial proceeds of the loan. If the effective annual interest rate on the loan is 19,95% 
What is the value of initiation fee?
8. Compound Interest: Investments in stock market have increased at an average compound rate of about 5% since 1900. It is now 2013. 
If you invested $1.000 in stock market in 1900, how much would that investment be worth today?
9. Fill the blanks with appropriate phrases!.

a. .............................................: Used to produce goods & services such as Tangible: Machinery, factory, offices and Intangible:Trade mark,patents,technical expertise

b. ………………………………………: Claims to the income generated by real assets. Also called securities.

c. ................................................ is the interest earned on interest.;  
d. …………………………………….. is interest earned only on the original investment; no interest is earned on interest.
e. .............................................. is The PRICE of the MONEY.

f.   ................................... ........ the difference between Future and Present Value.
g. ..................................................... is an amount to which an investment will grow after earning interest.
h. ...................................................... is value today of a future cash flow.
10. Real Rates:  Investors receive a real interest rate 5,66% on their bank deposits, If the yearly APR “Annual Percentage Rate” is 12% what may be the inflation rate over the year? 
Hint: ”real interest rate=(APR-Inflation Rate)/(1+Inflation Rate)”
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