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1. Ontheonehand,Bob hasdoubledhis monegy, so he has$2000. On the otherhand,he hasearnedcompound
interesti for 10 years resultingin theamount$10001 +i)*C. This givesusthe equation

2000=10001+i)* = 2=(141)¥ = 2Y0=14i — i=2Y10_1,
Pressinghe correctsequencef buttonson your calculatorshouldgivei = 0.07177or 7.177%.

2. Thefirst phaseof the problemis an ordinary annuity startingon the month before Alice’s 20th birthday and
endingat her30thbirthday son=10x 12+ 1,i = 0.075/12= 0.00625,R = 100,andwe have

o @+ -1\ 1.0062521— 1\
A—R<(1+i)1 =100( == ooeas | = 1800424

Thatamountthenaccumulatesompoundnterestfor 35yearsson = 35x 12=420,i = 0.075/12= 0.00625,
P = 1800424, giving afinal amountof

A=P(1+i)" = 180041.00625%%° = 24651878.

Whatwould Alice have atretiremenif shehadbeenableto earn10%interestinsteadof 7%?



