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3. Matt is laying new floors in three rooms of his house and needs a loan
that he will not have to pay back for’q@!ﬁ The interest rate for
the loan is 4.9%, compounded quarterly. On the maturity date, Matt
wants to make a single payment of no more th: 1r14$12 009 7

a) What is the most that Matt can ! <
b) How much interest will Matt pay on his loan?
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5. Perry’s bank has approved a personal loan of $14 000 at 7.5%,
compounded quarterly, so that Perry can pave his driveway. Perry

wants to repay the 10211] at the Eﬂd D{:4 years, “’ith d Single P‘dVl"ﬂEllt.

a) How much will Perry need to pay?

- 7

b) For each situation below, predict whether Perry would end up

paying more or less than the amount in part a). Explain your
prediction. Then verify your prediction b}f calculating how much

more or less.

i)

ii) He paid off the loan in half the time.
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He took twice the time to repay the loan.
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N=total # of payments [compounded x term]

1 %= interest rate [enter as a %] .
=loan amount [subtract down payment if given]

PMT=payment amount [negative f!

Fl/= set ecLuaI to zero...pay loan off after end of term

P-%Y=number of payments per year

C~%= compounding period per year

PMT:|33 BEGIN
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EXAMPLE 4 Solving for the payment and interest of a loan

with regular payments

Jose is negotiating with his bank for a mortgage ona house. He has been
told that he needs to make a 10% down payment on the purchase price of
$225 000. Then the bank will offer a mortgage loan for the balance

at 3.75%, compounded semi-annually, with a term of 20 years and with

Ay

a) How much will each@e?
b) How much interest witl§o5¢ end up paying by the time he has paid off
the loan, in 20 years?
¢) How much will he pay altogether?
Oo\dl\ pm')rmn‘l' > {0 /' °€ 2; 5000
0.(0 x 249090
235000 - 4250 ¥ 1d%9
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le'IthI}-' mortgage payments.
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mortgage

A loan usually for the purchase
of real estate, with the real
estate purchased used as
collateral to secure the loan.

collateral

An asset that is held as security
against the repayment of a loan.
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