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• credit ­ an agreement in which a borrower receives something of value, 
               and agrees to pay for it later.
ex:  Leon's ­ "Don't Pay a Cent Until 2017!"   

PAYMENT PLANS...

•  finance charge ­ the total amount of interest paid to borrow a sum of 
                                 money or use a payment plan.

•  credit cards ­ issued by banks, department stores and gas stations.
    ­ if balance is not paid by due date, interest is charged on
       the remaining balance AND any new purchases made 
       before the next statement date.
    ­ how the interest is calculated varies (read the fine print!)
    ­ must be 18 years of age in order to apply.

Notes ­ Credit Cards.pdf
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CASH ADVANCES FROM CREDIT CARDS
•  cash advance ­ withdrawal of cash from an ATM or bank teller 
                              charged to a credit card.
­  interest is calculated from the day of withdrawal.

www.easycalculation.com/simple­interest.php

http://www.easycalculation.com/simple-interest.php
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Activity ­ Credit Card Statement.pdf
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DID YOU KNOW???
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HOMEWORK...  

Page 124 Questions #1 ­ 7, 9

3.3 Build Your Skills Detailed Solutions

Worksheet ­ Credit Cards and Store Promotions.pdf
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Section 3.2 Simple and Compound Interest, Build Your Skills, p163–165 


Student Resource p112–114 


 


Build Your Skills 


 


1. a) I = Prt 


I = $2000.00 × 0.03 × 2 


I = $120.00 


b) Calculate the sum of Gerard’s principal and the interest earned. 


A = $2000.00 + $120.00 


A = $2120.00 


 


2. a) I = Prt 


$50.00 = P × 0.03 × 2 


50.00 = P × 0.06 


50.00 ÷ 0.06 = P 


P = $833.33 


b) Use the simple interest formula, with t in years. 


I = Prt 


$180.00 = $5000.00 × 0.02 × t 


180.00 = 100.00t 


180.00 ÷ 100.00 = t 


1.8 = t 


Multiply by 12 to convert years to months. 


t = 1.8 years × 12 months 


t = 21.6 months 


c) I = Prt 


$120.00 = $4000.00 × r × 3 


120.00 = 12 000.00r 


120.00 ÷ 12 000.00 = r 


0.01 = r 


1.0% = r 


 


3. a) I = Prt 


I = $1500.00 × 0.065 × 0.5 


I =$48.75 


b) Calculate Mei Lin’s total payment by adding the principal plus the interest. 


A = $1500.00 + $48.75 


A = $1548.75 


c) Divide Mei Lin’s total payment by 6 months. 


$1548.75 ÷ 6 = $258.13 


She will pay $258.13 a month. 


 


4. y = 72 ÷ r 


18 = 72 ÷ r 


18r = 72 


r = 72 ÷ 18 


r = 4 


To double your investment in 18 years, you would need an interest rate of 4% per annum. 







 


5. a) There are 4 interest periods because the loan is semi-annual, which means interest is 


calculated twice a year for 2 years. 


b) 
Interest period  Investment value at 


beginning of period ($) 


Interest earned ($) 


(I = Prt) 


Investment value at end 


of period ($) 


1  $1200.00  $1200.00 × 0.026 × 0.5 


= $15.60 


$1200.00 + $15.60 = 


$1215.60 


2  $1215.60  $1215.60 × 0.026 × 0.5 


= $15.80 


$1215.60 + $15.80 = 


$1231.40 


3  $1231.40  $1231.40 × 0.026 × 0.5 


= $16.01 


$1231.40 + $16.01 = 


$1247.41 


4  $1247.41  $1247.41 × 0.026 × 0.5 


= $16.22 


$1247.41 + $16.22 = 


$1263.63 


 


c) The value of the investment at the end of 2 years is $1263.63. 


Alternative Solution 


Part c) can also be solved using the compound interest formula. 


A      
 


 
 
  


 


             
     


 
 
     


 


A = $1263.63 


The value at the end of the investment period is $1263.63. The interest earned is $63.63. 
d) Calculate the interest earned over 2 years by subtracting the principal from the investment 


value. 


$1263.63 – $1200.00 = $63.63 


The interest earned is $63.63. 


 


6. a)       
 


 
 
  


 


             
      


 
       


A   $2325.00 


I = A – P 


I = $2325.00 – $2000.00 


I = $325.00 


b)        
 


 
    


             
      


 
       


A   $1621.27 


I = A – P 


I = $1621.27 – $1500.00 


I = $121.27 


c)        
 


 
    


             
      


   
        


A   $6269.64 







I = A – P 


I = $6269.64 – $6000.00 


I = $269.64 


d)        
 


 
    


             
     


  
     


 
  


 
 


A   $3570.69 


I = A – P 


I = $3570.69 – $3560.00 


I = $10.69 


 


7. Option 1: 


       
 


 
    


             
     


 
   


A   $2601.00 


Option 2: 


       
 


 
    


             
     


 
       


A   $2601.00 


$2601.51 – $2601.00 = $0.51 


The second option is the better investment by $0.51. 


 


Extend Your Thinking 


 


8. a) Answers will vary. Sample solutions are for a typical interest rate of 3.00% per annum, 


compounded semi-annually with a principal of $4 000 000.00. 


i)        
 


 
    


                  
    


 
       


A   $4 120 900.00 


I = A – P 


I = $4 120 900.00 – $4 000 000.00 


I = $120 900.00 


ii)        
 


 
    


                  
    


 
    


 
  


 
 


A   $4 009 938.07 


I = A – P 


I = $4 009 938.07 – $4 000 000.00 


I = $9938.07 


iii)        
 


 
    


                  
    


 
    


 
   


 
 







A   $4 000 326.34 


I = A – P 


I = $4 000 326.34 – $4 000 000.00 


I = $326.34 


b) i)        
 


 
    


                  
    


 
       


A   $4 161 600.00 


I = A – P 


I = $4 161 600.00 – $4 000 000.00 


I = $161 600.00 


Calculate the change from part a). 


$161 600.00 – $120 900.00 = $40 700.00 


ii)        
 


 
    


                  
    


 
    


 
  


 
 


A   $4 013 223.56 


I = A – P 


I = $4 013 223.56 – $4 000 000.00 


I = $13 223.56 


Calculate the change from part a). 


$13 223.56 – $9938.07 = $3285.49 


iii) 


A       
 


 
    


                  
    


 
    


 
   


 
 


A   $4 000 434.05 


I = A – P 


I = $4 000 434.05 – $4 000 000.00 


I = $434.05 


Calculate the change from part a). 


$434.05 – $326.34 = $107.71 


c) Change compound period to monthly. 


A       
 


 
    


                  
    


  
        


A   $4 121 663.83 


I = A – P 


I = $4 121 663.83 – $4 000 000.00 


I = $121 663.83 


If the interest is compounded more frequently, the amount of interest earned increases. 


d) Increasing the rate by 1.00% increases the interest for 1 year from $120 900.00 to $161 


600.00, a difference of $40 700.00. 


Increasing the compound period to monthly increases the interest for 1 year from $120 


900.00 to $121 663.88, a difference of $763.88. 


Increasing the interest rate has the largest effect on interest. 
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ACTIVITY:  Credit Card Statement 
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Section 3.3 Credits Cards and Store Promotions, Build Your Skills, p171–173 


Student Resource p124–126 


 


Build Your New Skills 


1. a) Calculate the interest on the unpaid balance. 


I = Prt 


I = $345.67 × 0.20 × (30 ÷ 365) 


I = $5.68 


Calculate 5% of the unpaid balance plus interest. 


($345.67 + $5.68) × 0.05 = $17.57 


This is more than $10.00, so the minimum payment is $17.57. 


b) Calculate the interest on the unpaid balance. 


I = Prt 


I = $55.75 × 0.18 × (31 ÷ 365) 


I = $0.85 


Calculate 5% of the unpaid balance plus interest. 


($55.75 + $0.85) × 0.05 = $2.83 


This is less than $10.00, so the minimum payment is $10.00. 


 


2. I = Prt 


$16.22 = $1032.05 × r × (31 ÷ 365) 


16.22 = 87.65r 


16.22 ÷ 87.65 = r 


0.185 ≈ r 


Convert the interest rate to a percentage. 


0.185 × 100 = 18.5 


The interest rate is 18.5% per annum. 


 


3. I = Prt 


$7.75 = P × 0.2150 × (19 ÷ 365) 


7.75 = 0.01119P 


7.75 ÷ 0.01119 = P 


692.58 ≈ P 


The unpaid balance on Sanaa’s credit card was $692.58. 


 


4. a) Unpaid balance = $505.50 – $100.00 


Unpaid balance = $405.50 


I = Prt 


I = $405.50 × 0.1890 × (21 ÷ 365) 


I = $4.41 


b) Phil will owe the interest on the unpaid balance plus the interest on the new purchase plus 


the unpaid balance.  


Calculate the interest on the new purchase (daily interest over 6 days). 


I = Prt 


I = $160.40 × 0.1890 × (6 ÷ 365) 


I = $0.50 


Add the two interest amounts plus the unpaid balance. 


$4.41 + $0.50 + $405.50 = $410.41 


As of August 21, Phil will owe $410.40. 







 


5. a) Days in August = 31 – 10 


Days in August = 21 days 


Days in September = 28 days 


Total days = 49 days 


b) I = Prt 


I = $300.00 × 0.255 × (49 ÷ 365) 


I = $10.27 


c) A = P + I 


A = $300.00 + $10.27 


A = $310.27 


 


6. Calculate the total cost of the refrigerator on the deferred payment plan: 


$1099.99 + $40.00 + $60.00 = $1199.99 


Subtract the cash price plus delivery from the total deferred payment plan price. 


$1199.99 – ($729.99 + $40.00) = $430.00 


Brian will pay $430.00 in interest if he pays using the deferred payment plan. 


 


7. Calculate the cost of each payment option. 


Option 1: 


$895.99 × 1.12 = $1003.51 


Option 2: 


6 × $190.00 = $1140.00 


Option 3: 


I = Prt 


I = $1003.51 × 0.195 × (15 ÷ 365) 


I = $8.04 


total cost = $1003.51 + $8.04 


total cost = $1011.55 


Option 1 is the least expensive, so if Jack can afford it, he should pay cash. If he does not 


have the cash on hand, he should use his credit card and pay off the balance as soon as 


possible. 


 


8. a) Students will need to find an online credit card minimum payment calculator. They can 


use the one they found for Activity 3.8 (p. 121 of this resource). 


Students can use the calculator to find that it will take Guy 1 year and 3 months (15 months) 


to pay off his debt. 


b) Students will need to use the online credit card minimum payment calculator to enter the 


information for what Guy owes, the annual interest rate, and the fixed payment into the 


appropriate cells. Students should use Option C: fixed payment. The minimum payment is 


not required for this question. The information students enter into the credit card calculator 


should look like this: 


Credit Card Balance: $1533.26 


Annual Interest Rate: 18% 


Option C: Fixed Monthly 


Payment: $120.00 


Guy will pay $181.81 in interest. 


9. a) Calculate Pasha’s purchases. 


$78.85 + $62.34 + $345.55 + $42.50 + $68.76 + $25.00 + $25.00 = $648.00 







b) Interest is calculated over 31 days. 


c) Calculate Pasha’s unpaid balance by subtracting his payment from his previous balance. 


$245.86 – $100.00 = $145.86 


d) Calculate the interest on his unpaid balance. 


I = Prt 


I = $145.86 × 0.195 × (31 ÷ 365) 


I = $2.42 


e) New balance = $145.86 + $648.00 + $2.42 


New balance = $796.28 


f) Calculate 5.0% of the new balance. 


$796.28 × 0.05 = $39.81 


This is greater than $10.00, so Pasha’s minimum payment is $39.81. 


g) Calculate his credit still available by subtracting his new balance from his credit limit. 


$3500.00 – $796.28 = $2703.72 


 


Extend Your Thinking 


 


10. a) Total cost of the bed: 


$675.00 + $35.00 + $50.00 = $760.00 


b) i) Simple interest: 


I = Prt 


I = $675.00 × 0.19 × 1.0 


I = $128.25 


Total paid = $675.00 + $128.25 + $35.00 + $50.00 


Total paid = $888.25 


ii) Compound interest: 


A       
 


 
    


            
    


  
 
  


 


          
Total paid = $815.03 + $35.00 + $50.00 


Total paid = $900.03 
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Chp. 3: Financial Services…Credit Cards & Store Promotions 


 


 


 


 


 


 


  


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 







 


 





SMART Notebook


	Page 1: Oct 14-10:09 PM
	Page 2: Jan 11-9:49 AM
	Page 3: Jan 10-9:03 PM
	Page 4: Jan 10-9:18 PM
	Page 5: Jan 10-9:22 PM
	Page 6: Jan 10-9:28 PM
	Page 7: Jan 10-9:34 PM
	Page 8: Jan 10-9:40 PM
	Page 9: Jan 10-9:53 PM
	Page 10: Jan 10-9:58 PM
	Attachments Page 1

