
Investing & Borrowing Money Practice Test 

Answer Section 

 
MULTIPLE CHOICE  

 

 1. D 

 

 2. B 

 

 3. B 

 

 4. C 

 

 5. D 

 

 6. C 

 

 7. B 

 

 8. D 

 
SHORT ANSWER 

 

 1. $28 011.82 

 

 2. 23.3% 

 

 3. $1528.04 

 

 4. $2247.16 

 

 5. $461.53 

 

 6. $2536.19 

   

 
PROBLEM  

 

 1. a) The principal is $2500. 

The annual interest rate is 3.5%. 

The compounding period is quarterly, or 4 times per year. 

The term (in years) is 8. 

The future value is unknown. 

The value of the investment after eight years is $3303.80. 

b) The principal is $4303.80 ($1000 more than in part a). 

The annual interest rate is unknown. 

The compounding period is annual, or 1 time per year. 

The term (in years) is 10. 

The future value is $8000. 

The annual interest rate is unknown. 

The interest rate needs to be at least 6.4%.  

 

 2. a) Lump sum investment: The principal is $15 000. 

The annual interest rate is 6.65%. 

The compounding period is quarterly, or 4 times per year. 

The term (in years) is 19 years. 

The future value is unknown. 



The investment is worth $52 518.33. 

Regular payment investment: The regular payment amount is $250. 

The payment frequency is monthly, or 12 per year. 

The number of payments is 228. 

The payments are made at the end of each payment period. 

The annual interest rate is 2.75%. 

The compounding frequency is monthly, or 12 per year. 

The future value is unknown. 

The investment is worth $74 752.39. 

52 518.33 + 74 752.39 = 127 270.72 

The portfolio is worth $127 270.72. 

b) Principal: 15 000 + (250)(12)(19) = 72 000 

Interest: 127 270.72 – 72 000 = 55 270.72 

Rate of return =  

Rate of return = 76.76%  

 

 3. a) Principal of the loan: 

275 000 – (0.15)(275 000) or $233 750. 

The present value is $233 750. 

The regular payment amount is unknown. 

The payments are made 12 times per year. 

The number of payments is 12(25) or 300. 

The payments are made at the end of the payment periods. 

The annual interest rate is 2.9%. 

The compounding frequency is 2 times per year. 

The future value is $0. 

Using the financial application on a graphing calculator, the regular monthly payment amount will 

be 1094.252..., or $1094.25. 

 

b)  I = A – P 

I = (1094.252...)(300) – 233 750 

I = 94 525.723... 

Danielle will pay $94 525.72 in interest. 

 

c) The total payment is the purchase price of the house plus the interest charged. 

275 000 + 94 525.723... = 369 525.723... 

Danielle will pay $369 525.72 altogether for the house.  

 

 4. a) Store: 

The present value is $2200. 

The regular payment amount is unknown. 

The payments are made 12 times per year. 

The number of payments is 12(2) or 24. 

The payments are made at the end of the payment periods. 

The annual interest rate is 6.2%. 

The compounding frequency is 12 times per year. 

The future value is $0. 



Using the financial application on a graphing calculator, the regular monthly payment amount will 

be 97.703..., or $97.70. 

If Rajon finances the purchase through the store, each monthly payment will be $97.70. 

 

Bank: 

The present value is $2200. 

The regular payment amount is unknown. 

The payments are made 12 times per year. 

The number of payments is 12(4) or 48. 

The payments are made at the end of the payment periods. 

The annual interest rate is 5.4%. 

The compounding frequency is 12 times per year. 

The future value is $0. 

Using the financial application on a graphing calculator, the regular monthly payment amount will 

be 51.064..., or $51.06. 

If Rajon finances the purchase with the bank loan, each monthly payment will be $51.06. 

 

b) Store: 

I = A – P 

I = (24)(97.703...) – 2200 

I = 144.889... 

If Rajon finances the purchase through the store, he will have to pay $144.89 in interest. 

 

Bank: 

I = A – P 

I = (48)(51.064...) – 2200 

I = 251.074... 

If Rajon finances the purchase with the bank loan, he will have to pay $251.07 in interest.  

 

 5. Card 1: 

The present value is $1023.41. 

The regular payment amount is unknown. 

The payments are made 12 times per year. 

The number of payments is 12(3), or 36. 

The payments are made at the end of the payment periods. 

The annual interest rate is 18.2%. 

The compounding frequency is 365 times per year. 

The future value is $0. 

Using the financial application on a graphing calculator, the regular monthly payment amount is 

37.170..., or $37.17, and the total interest paid is 314.727..., or $314.73. 

 

Card 2: 

The present value is $1622.96. 

The regular payment amount is unknown. 

The payments are made 12 times per year. 

The number of payments is 12(3), or 36. 

The payments are made at the end of the payment periods. 



The annual interest rate is 17.1%. 

The compounding frequency is 365 times per year. 

The future value is $0. 

Using the financial application on a graphing calculator, the regular monthly payment amount is 

58.039..., or $58.04, and the total interest paid is 466.461..., or $466.46. 

 

Line of Credit: 

The present value is 1023.41 + 1622.96, or $2646.37. 

The regular payment amount is unknown. 

The payments are made 12 times per year. 

The number of payments is 12(3), or 36. 

The payments are made at the end of the payment periods. 

The annual interest rate is 8.7%. 

The compounding frequency is 12 times per year. 

The future value is $0. 

Using the financial application on a graphing calculator, the regular monthly payment amount is 

83.784..., or $83.78, and the total interest paid is 369.884..., or $369.88. 

 

Difference = (314.727... + 466.461...) – 369.884... 

Difference = 411.303... 

Rashid will save $411.30 in interest if he consolidates his debts.  

 

 6. a)  Total cost = (250)(12)(4) + 3600 

     Total cost = 15 600 

It would cost Daisuke $15 600 to lease a car. 

 

b) The present value is $22 500 – $5000, or $17 500. 

The regular payment amount is unknown. 

The payment frequency is 12 times a year. 

The number of payments is 4(12), or 48. 

The payments are made at the end of the payment periods. 

The annual interest rate is 4.5%. 

The compounding frequency is 12 times a year. 

The future value is $0. 

Using the financial application on a graphing calculator, the regular payment amount is 399.061..., 

or $399.06. 

 

Total cost = (399.061...)(48) + 5000 

Total cost = 24 154.928... 

It would cost Daisuke $24 154.93 to purchase a car. 

 

c)  Total cost = (60)(365)(4) 

     Total cost = 87 600 

It would cost Daisuke $87 600 to rent a car for 4 years. 
 


