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HOMEWORK...

p. 530: #4,6#7-10,13,15,16,17

I %=interest rate [[enter as a %]
PW=loan amount

HT—payment amount [negative

f =number of payments per year
CrY= compoundmg period per year

PMT:|23ld BEGIN

N=total # of payments [compounded x term]
subtract down payment if given]

= set equal to zero...pay loan t:~f.}l after end of term
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Question 77?7
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Problem Solving 101...

If you are not getting the
correct answer - TRY to

figure why in order to arrive

at the correct answer!

d)
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I forgot the
negative...
$ out of my

pocket!

8 years
37 weeks
6 days !l
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17. Connor is negotiating the purchase of a new car and has two options:

Option A: Borrow $21 000 at 1.8%, compounded monthly, with
a term of 4 years, and pay off the loan by making regular
monthly payments.

Option B: Pay $5000 at the time of purchase. Borrow $16 000 at
1.8%, compounded monthly, for a term of 3 years, and
pay off the loan with regular monthly payments.

a) For each option, what is the regular monthly payment?

b) For each option, what is the total amount of interest?

¢)  What would you advise Connor to do? Justify your

recommendarion. %
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9.2

PAGE 536

Exploring Credit Card Use

Compare credit options that are available to consumers.

EXPLORE the Math

Jayden saw the new sound system he wanted on sale for $2623.95,
including taxes. He had to buy it on credit and had two options:

¢ Use his new bank credit card, which has an interest rate of 14.5%,
compounded daily. (Because this credit card is new, he has no
outstanding balance from the previous month.)

* Apply for the store credit card, which offers an immediate rebate of $100

on the price but has an interest rate of 19.3%, compounded daily.

As with most credit cards, Jayden would not pay any interest if he paid off
the balance before the due date on his first statement. However, Jayden
cannot afford to do this. Both cards require a minimum monthly payment
of 2.1% on the outstanding balance, but Jayden is confident that he can

@ Which credit card is the better option for Jayden, and why?

make regular monthly payments of $110.

Solution is given below...
With TVM-Solver...

By hand...

A) N=SOLVE...28.34
[%=145
Pl)=2623.95
PMT=-110

FW=0

P-Y=12

=365
PMT:|3RE BEGIN

He pays...
28.34 x 110 = $3117.40 BETTER OPTION

B ) N=SOLVE...28.02
[%=19.3

PW=2523.95

PMT=-110

FMT:|23 BEGIN

He pays...
28.92 x 110 = $3181.20

OVE MonTHh
@ L\“F(H[’\yt M},%Z @

-6 ( 1*2@ -

2523, 9501+, 1933
B CIER-12)

G, SEASZ4
Ans-2523,92
48. 91882353

2635,
Ans—Z2623. 93
A1.892A2121

Interest paid
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" N=2E, 3411992 \0\'
[=<=14.2
Pli=2623, 95
FMT=-118&

Prii=17
CAY=383

FMT:|3RC BESIH

| ok

28.341+118
2117.51

Ans—28235. 95
493.32
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N=2%, 92467 TEE

T5=10. %

Fii=2553, o5

EMT=-116

Fli=

Pi=1

=355

FMT:30E BEGIM

28.923+118
2181.73

Ans—2323. 9555? 5
> '
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reflecting DO together & discuss...  Solutions...

A.

Share your solution and the strategy you used to solve the problem with A. Discuss amongst the class, any other
Clﬂssmﬂtﬁ‘s. WHS thﬂl'e maore rhﬂll one Wﬂy to ﬂPPrOﬂCh [he P[’Dblem.’ AI'E Comparisons that Can be done?
B. Min Payment: 2.1 % of balance is $55.10. By

paying more than the minimum, he will pay it off

there adva_nmges to llSng one strategy 1':1ther [hﬂI] ?{I]D[hE!I'?

Jayden could make smaller payments each month or he could pay a
different amount each month, as long as each paymenc is at least 2.1%
of the outstanding balance. Why would he choose to make regular

payments of $110 instead? Use the TVM Solver for part (c) faster and pay less interest.

With a partner, decide which credit card, his new bank card or the C. * Calculations done with TVM-Solver
store card, would be the better option if the conditions were changed ’

as described below. Provide your reasoning. |) Store Credit Card___pays $3022.80
i)  The store credit card offers an immediate rebate of $200, instead . .
of $100. ii) Store Credit Card...pays $3065.70

ii) The store credir card offers an immediate rebate of $200, instead

of $100, and has an interest rate of 20.3%, compounded daily. "I) Store Credit Card...still pays $306570
iii) The store credit card offers an immediate rebate of $200 and [Bank Credit Card would be paying back $307560]

has an interest rate of 20.3%, compounded daily. Jayden’s new
bank credit card has an interest rate of 13.5%, instead of 14.5%, D. Not right away since the one that has a higher
compounded daily. .
In loan or credit situations, the interest charged is the cost of interest rate also has a cash rebate [lowers the
.borrowing. In Jayden’s sitL!ation, can you decide which ctedit card present value]. As well, some cards have
is better simply by comparing the interest charged? Explain.
incentives like Air Miles which may make the
card more favourable. Annual fees must also
be considered since this is added onto the

yearly cost of the credit card.
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In Summary A CISESRI Copy highlighted information into

Key Ideas your notes titled 'Credit Cards'

¢ Incentives or promotions are sometimes offered to entice people S—
to use credit cards. For example, an immediate cash rebate may be
offered on the first purchase using a credit card. Low interest rates,
rewards, or no annual fees may also be offered.

e The full cost of borrowing should be considered before making a
decision about using a credit card. This includes the total interest
charged, as well as the total payments and the time it will take to pay

off the balance.
[Oye [ fh

Need to Know / Ld v ‘7

e Credit cards usually have a amount that must be paid each
month, based on a percent of the outstanding balance. If there is no
outstanding balance from the previous month and the new balance is
paid off in full by the payment due date, no interest is charged.

e [If a credit card does not have an outstanding balance and it is used
for a single purchase, it can be treated as a loan. The purchase price is
the principal borrowed, and regular payments can be made until the
balance is paid off.

* The cost of using credit is not just the amount of interest charged.
There are incentives, such as cash rebates, that reduce the principal.
This may end up costing more in interest but result in a lower total loan
payment amount.
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HOMEWORK...
Use the TVM-Solver for each of the following...
p. 538: #1-4

NOTE: Have screenshots ready if not done!
Cash Rebate - $ given back at the end

of fixed amount of time...can be used

towards paying off a purchase
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