MAT151 – Nature of Mathematics

Project #2

This project is a little different from the last one.  You have a series of questions to answer in regards to the financial mathematics we have been discussing.  This project is meant to make you dream about your future (the good and the bad).  What I expect you to turn in are the answers (with appropriate authentication) along with the necessary explanation of how you attained those answers.  Your final grade for this project will be determined as follows:

· Appropriate data – printouts, copies, etc. 
20%

· Appropriate explanations



20%

· Appropriate answers



20%

· Appropriate conclusions



20%


· Presentation of material



20%

1. After your stellar performance for the accounts of the Totally Tubular Twisty Tie Company, you were awarded many stock options as you were Salesperson of the Month for 12 straight months.  You now feel secure in the knowledge that you have made some extra money, but what to do with that mound of money?  (I’ll help you with that ()

a. Pick one or two (extra points for 2) vehicles (cars, trucks, RVs, motorcycles, boats, etc) and find the prices they will run you.  You MUST give proof that those prices are reasonable (i.e. give a printout of the price, or get a quote from a dealer).  Then find out the going interest rates (also giving proof of authenticity).  Compute what the monthly payments would be for 4 years, 5 years or 6 years.  Also, compare how much you have paid on the vehicle over those 4-, 5-, and 6-year spans.  Make any statements you can about the result of these computations.
b. Now that you have the wheels (or your other toys to be transported in), we need a place to put them.  Again, go shopping and find a house that you would like to have.  Find appropriate interest rates for a 15-year and 30-year mortgage.  Calculate how much the monthly payments would be and also compare how much the home would cost you in those 15- or 30-year spans.  Make any statements you can about the result of these computations.
2. We now wake up violently to realize that our money was all a dream.  We look over to our desk and see our credit card bills.  One in particular: CountryBank on which we have spent $5000 on McD’s, gas and video games.  The interest rate is a whopping 7.99% per year.  If you make payments of $50 a month (the minimum payment), how long will it take you to pay off the $5000 if you make no further purchases on the account?  NOTE:  You will have to do some thinking on this one, not only are you getting interest charged to the account, but you are also deducting $50 a month after the interest is added.  Also, figure out how much you have really paid on the account?  Give appropriate information to back up your claims of a solution.  Make any statements you can about the result of these computations.  The information from this problem was obtained through a study by Fannie Mae Foundation, in which there recently has been an increase of the number of graduating students whose balance was between $3000 and $7000 at graduation. 
3. Last question.  The same study from #2 said that the average undergraduate student has an outstanding student loan balance of around $20,000.  Find the rates for a 15-year repayment period and for 25-year repayment period.  What would the respective monthly payments be?   What is the difference in the total amount repaid?  Make any statements you can about the result of these computations.
