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Saving and Borrowing
An application of exponential functions

1. You want to start saving for college and decide to put all your summer earnings in a savings
account. If you earn $1200 each summer for the next three summers and earn 6.5% interest
compounded WLPOW much will you have before starting college?
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Using the Finance Function on the TI-83 graphing calculator
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The value we are solving for will be left blank. Hit the “ALPHA” (green) key and "ENTER" to solve.
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How much to make a million?

2. Assume an interest rate of 8% compounded monthly. How much would you have to save each
month in order to have one million dollars by the time you are:

a. 30 years old ‘V\D,NJQ’ }\‘ b. 50 years old c. 65 years old
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When people buy a house, they usually take out a loan called a mortgage.

3. How much would an individual pay
back after 30 years if they borrowed
$300,000 at 6% interest compounded monthly?

(Find monthly payment first)
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Credit cards

3
Credit cards are convenient, but if you don't pay off your balance eacr{ %gﬁth,

high rates of interest.

5. You go on a spending spree and put $1000 on a credit card.
The card charges 18% interest which is compounded monthly.
You make the minimum payment of $20 each month.

a. How many payments will you make before you pay off the balance?
b. How long will it take you to pay off your balance?

c. How much money do you end up paying back?
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4. How much money would they pay

back (with same interest rate) over
the course of 15 years?
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6. Britany puts $2000 worth of purchases on her credit card. Her card charges 19% interest
compounded monthly. She can afford to make a monthly payment of $35.

a. How many payments will Britany make to pay off her balance?

b. How much money does she end up paying back?
149,68 x 35 = @5&582 %0
If Britany can only afford a $25 monthly payment how long will it take?
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