CMM Subject Support Strand: FINANCE Unit 3 Loans and Morigages

Unit 3 Loans and Mortgages Text Answers

3.1 Annual Percentage Rate (APR)

1. 26.8%

2 14 104%
3 0.72%
4. 12.73%
5 15.02%

3.2 APR for Repayment of Loans
1. (2 10% (b) 8.8% (c) 4.3% (d) 1.8%
2. (a) n~13315 and APR ~33.31%

(b) n=~2.7488 and APR ~ 6.86%

(c) n=23342 and APR = 11.9%

3.3 Credit Purchases

1. (i) 3years (i) £591.89
2. (i) S5years (i) £1746.96
3. (i) 5 years (i) £353.79
4. (i) 6 months (i) £261.88

3.4 Mortgage Repayments
1 27.3 years

314 months (26.2 years)

£381.43 per month (£4577.17 per year)
£377.67 per month

A

£11.48, assuming payments are made at the end of each month. If they are made at the
beginning of the month instead, then each payment should be only £11.35. (Did you realise
that the question was ambiguous in this way?)

6. The calculaton is correct; any minor variations are easily explained by rounding errors.

7. This slightly unusual question leads to a quadratic equation in 7 the half-yearly interest rate.
r =11.5% and the APR is 24.3%




