
Investing & Borrowing Money Practice Test  

 

 
Multiple Choice 

Identify the choice that best completes the statement or answers the question. 

 

____ 1. Determine the interest earned on a simple interest investment with a 15-year term at 5.7% on a 

deposit of $25 000. 

 

A. $21 250 

B. $22 500 

C. $22 125 

D. $21 375 
 

 

 

____ 2. Principal of $1750 is invested at 2% simple interest, paid semi-annually, for 1.5 years. What is the 

rate of return? 

 

A. 1.5% 

B. 3% 

C. 2.5% 

D. 2% 
 

 

 

____ 3. Patrick invested $4000 for 9 years. At the investment’s maturity, its value was $5476. What was 

the annual simple interest rate? 

 

A. 3.8% 

B. 4.1% 

C. 6.2% 

D. 5.3% 
 

 

 

____ 4. Use the Rule of 72 to estimate the investment’s doubling time and then determine the actual 

doubling time. 

 

Principal (P) 

($) 

Compound 

Interest Rate 

per Annum (%) 

 

Compounding 

Frequency 

 

 

Term 

700 1.7 weekly 3.5 years 

 

A. 42.35 years; 40.62 years 

B. 42.35 years; 42.00 years 

C. 42.35 years; 40.78 years 

D. 42.35 years; 41.12 years 
 

 

 



____ 5. Determine the present value of a 3-year CSB with an interest rate of 3.9%, compounded 

semi-annually, if the future value is $2000. 

 

A. $1786.43 

B. $1814.49 

C. $1779.51 

D. $1781.18 
 

 

____ 6. Determine the future value of weekly payments of $30 into an account that pays 1.75% interest, 

compounded weekly, for 1 year. 

 

A. $1570.98 

B. $1568.20 

C. $1573.46 

D. $1572.33 
 

 

____ 7. Regular quarterly payments of $6000 are deposited into an account paying 3.19% interest, 

compounded quarterly. If the final value of the account is $75 000, how long was the money 

invested? 

 

A. 3.12 years 

B. 2.99 years 

C. 2.85 years 

D. 3.27 years 
 

 

____ 8. Gila took out a loan from the bank to buy a new car that costs $22 500. The bank offered her a 

simple interest rate of 4.3%. The loan is to be repaid in 5 years. How much interest did Gila need 

to pay? 

 

A. $4837.50 

B. $967.50 

C. $5386.17 

D. $5271.80 
 

 
Short Answer 

 

 1. This portfolio was started 20 years ago. How much interest has the portfolio earned? 

• Annually investments of $1500 into GICs earning 3.5%, compounded annually 

• A $6000 investment averaging 6.42%, compounded monthly 

 

 2. Carmen was laid off after 15 years of service and received $10 000 in severance pay. She invested 

it in a bond that earned 5.4%, compounded quarterly. She also started making monthly deposits of 

$80 into an account earning 3%, compounded monthly. What is her rate of return after 5 years?  

 



 3. Vladimir is buying a house that costs $375 000. He has negotiated a mortgage with the bank that 

requires a down payment of 12% of the cost of the house. He will pay off the mortgage with 

regular monthly payments over 25 years at an interest rate of 2.8%, compounded semi-annually. 

How much will each monthly payment be?  

 

 4. How much interest will be paid on a loan of $4000 at an interest rate of 7.5%, compounded 

quarterly, with a term of 6 years?  

 

 5. Arianna needs to buy supplies for her business. The supplies cost $3900 and she intends to pay for 

the cost by using a credit card and by making regular monthly payments of $225. She has two 

different credit cards: 

• Card A charges 15.7%, compounded daily, but Arianna gets 2% off of all purchases. 

• Card B charges 13.4%, compounded daily. 

What is the least amount of interest that she can pay?  

 

 6. A company replaces its trucks after the trucks have been used for 12 years. The company uses a 

depreciation rate of 25%. If after 5 years of use a truck is worth $19 000, what will it be worth 

when the company replaces it?  

   

 
Problem 

 

 1. When Natasha was born, her grandparents invested $2500 for her education in an account that 

earns 3.5%, compounded quarterly.  

a) Determine the value of the account on Natasha’s 8th birthday. 

b) At Natasha’s 8th birthday, her grandparents add another $1000 to the education fund.  What 

interest rate, compounded annually, do her grandparents need to find to ensure there is at least 

$8000 in the education fund by Natasha’s 18th birthday.  

 

 2. Victor started his portfolio at the age of 28. He chose the following investments:  

• A $15 000 GIC that earns 6.65%, compounded quarterly 

• Monthly deposits of $250 into an account earning 2.75%, compounded monthly 

a) What will be the portfolio’s value when Victor turns 47? Show your work. 

b) What will be the portfolio’s rate of return? Show your work.  

 

 3. Danielle is buying a house that costs $275 000. She will finance the purchase with a 25 year 

mortgage with an interest rate of 2.9%, compounded semi-annually. She must make a down 

payment of 15% of the purchase price. 

a) How much will each payment be? Show your work. 

b) How much interest will Danielle end up paying by the time she has paid off the loan? Show 

your work. 

c) How much will she pay altogether for the house? Show your work. 

 

 
 

 



 4. Rajon is buying a new couch that costs $2200. He plans to pay off the debt by making regular 

monthly payments and he is considering the following two credit options: 

• Finance the purchase through the store at an interest rate of 6.2%, compounded monthly, for a 

term of 2 years. 

• Finance the purchase with a bank loan that charges an interest rate of 5.4%, compounded 

monthly, for a term of 4 years. 

a) What are the monthly payments for both options? Show your work. 

b) How much interest will each option charge? Show your work.  

 

 5. Rashid wants to become debt-free in 3 years. He has two credit cards on which he makes monthly 

payments: 

• Card 1 has a balance of $1023.41 and charges an interest rate of 18.2%, compounded daily. 

• Card 2 has a balance of $1622.96 and charges an interest rate of 17.1%, compounded daily. 

He wants to consolidate his debts with his line of credit that charges 8.7%, compounded monthly, 

which he will pay off with regular monthly payments. How much interest will he save by 

consolidating his debts? Show your work.  

 

 6. Daisuke needs a car. He can lease a car for 4 years for $250 per month and a down payment of 

$3600. He can purchase a new car for $22 500, which would be financed with a bank loan at an 

interest rate of 4.5%, compounded monthly, and a down payment of $5000. He would pay off this 

loan in 4 years with regular monthly payments. The car will be worthless after 4 years. He can also 

rent a car at $60 per day. 

a) What is the total cost of leasing a car? Show your work. 

b) What is the total cost of purchasing a car? Show your work. 

c) What is the total cost of renting a car for 4 years? Show your work.



 


