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NAME:

INSTRUCTIONS:

Show all your work. Answers alone will receive little or no credit. Be neat and
| careful with your calculations. A mistake early on could be costly. Don’t forget to write
| in English sentences. You may include mathematical notation but it should read as an
English sentence. Give your reasons. This is a course in quantitative reasoning. It is your
reasoning which you must demonstrate.

SCORES
2.
3.
4.
| 5.

TOTAL




1. (20 p’ts.) Population A is growing at a constant rate of 1.5%. Right now population
A is four times the size of population B. In 40 years, population A will be only twice that
of population B. What is the constant rate of growth of population B over this 40 year

period?

Ans.




2. (20 p’ts.) You are a professional money lender. You have a substantial pool
of money out on loan and whenever a loan is paid off, you immediately lend the money
received out again. Which of the terms below, over the long term

a) makes you the most money?
b) ranks second in making you money?

c) ranks last in making you money?

Why?

1) Lend $100 for one year, at the end of which you are paid back $120.
2) Lend $100 for 3 years, at the end of which you are paid back $170.
3) Lend $100 for 1 month, at the end of which you are paid back $101.60.




3. (20 p’ts.) You're considering investing in a mutual fund which historically has earned
15% per year. You intend to invest a fixed amount today and have the earnings be
reinvested each year. After 20 years, you’d like your investment to be worth one million
dollars. How much should you invest today?

Ans.




4. (20 p’ts.) Refer back to problem 3. Suppose your tax rate is 25% and that rather
than reinvesting your 15% gain per year each year, you withdraw from the fund exactly
what you need to pay the taxes on your gain. What will your fund be worth in 20 years?

Ans.







