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TIME IS MONEY
Financial Variables

�   for present value (or principal)
�  for present value (or principal)
�   for interest
�  for annual percentage rate
�  for time (in years)
� for amount of periodic payment
�  for the number of times compounded per year

Compound Interest
Find the future value for $1 invested at 100% interest
for 1 year;   Find  for i.e., � � � 	
� � 	
� � 	�

Number of Periods Formula Amount

Annual, $2.00

Semiannual, $2.25

Quarterly, $2.44

Monthly, $
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ARE YOU A GENIUS?
Problem 1

Problem 2

Problem 3

Problem 4

Problem 5

Pr

A, D, G, J,

1, 3, 6, 10, 

1, 1, 2, 3, 5, 

21, 20, 18, 15, 11, 

8, 6, 7, 5, 6, 4,

(

(

(

(

(

oblem 6

40, 35, 34, 29, 28, 23, (
From test.  Reprinted by permission by Mensa, 50 E. 42 St., New York, NY 10017Mensa 
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ELEVEN PUZZLE

Pick any two integers between  and 5.) �
Add these two numbers to fill in space #3.
Add #2 and #3 to fill in #4.
Continue until you have filled in 10 numbers.
What is the sum of these 10 numbers?
Pick any two numbers: (1) _________

(2) _________
Add to obtain a third: (3) _________
Continue: (4) _________

( ) _________

%
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%�$

%� �$

� �%� 
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� �
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��%� 
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( ) _________
( ) _________
( ) _________
( ) _________
(10) _________

_______Add the entire column: __ ��%� 		$

Fibonacci's Delight
Notice:  ��%� 		$ � ����%� 	$��

This is 11(7th number).
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WARNING!!
The wrong answer to this question could

cost you $4,000/mo for the rest of your life!
From the Chapter Overview:

The stated goal of this book is to strengthen your ability
to solve problems  not the classroom type of"
problems, but those problems that you may encounter as
an employee, a manager, or in everyday living.  You can
apply your problem-solving ability to your financial life.
A goal of this chapter might well be to put
some money into your bank account that you
would not have had if you had not read this
chapter.

 As a preview to this chapter, consider the question asked in Example 2 of Section 11.5

Suppose you are 21 years old and will make
monthly deposits to a bank account paying
10% annual interest compounded monthly.
Which is the better option?
Option I:  Pay yourself $200 per month for 5 years and then leave the
balance in the bank until age 65.  (Total amount of deposits is
$200 5 12 = $12,000.)� �
Option II:  Wait until you are 40 years old (the age most of us start
thinking seriously about retirement) and then deposit $200 per month
until age 65.  (Total amount of deposits is $200 25 12 = $60,000.)� �
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Obtaining a Home Loan
Home loans are quoted by giving RATE
(APR), POINTS, and FEES.
Here is a sample:

Bank of America: 6.23%, 2 pts, $400
Central Bank: 6.8%, 0 pts, $200
River City: 6.3%, 1.5 pts, no fee
City Bank: 5.5%, 4 pts, $300
First Interstate: 6.28%, 1 pt, $150

Which is the best offer?  To compare different
loan offers, you can use the following formula:

COMPARISON RATE = APR + 0.125 POINTS + 
FEES

AMOUNT OF THE LOAN� �

You can also write a spreadsheet program to
do this calculation.

City Bank is the best offer.




