FIN 332
Activity 5.4
Please use MS Excel to answer the following questions. Please upload the excel file onto Canvas.
Question 1:
Use table 5.4-1 below to report effective annual interest rate corresponding to APR of 7.4% with different compounding periods.
	Compounding Period
	APR
	Compounding periods per Year
	Periodic Rate
	Effective Annual Rate (formula)
	Effective Annual Rate (function)

	Semi-annual
	7.40%
	
	
	
	

	Quarterly
	7.40%
	
	
	
	

	Monthly
	7.40%
	
	
	
	

	Daily
	7.40%
	
	
	
	


Table 5.4-1
Which rate would be appropriate for:
a.	Borrower?
b.	Lender?
Question 2
Please fill in the blank cells using appropriate formulae/ intuition.
Mr. Kimani Peterson is trying to purchase a Chevy Bolt. Currently the list price is $ 26,000, but the dealer Mr. Liam Lord is offering several options including those with a loan as listed in table 5.4-2 below.
	option
	payment frequency
	down payt
	loan
	term/ tenor (years)
	pmt
	payment frequency (nperpy)
	Periodic
rate
	APR
	EAR

	1
	monthly
	2000
	22000
	7
	$325.00 
	
	
	
	

	2
	monthly
	4000
	20000
	8
	$265.00 
	
	
	
	

	3
	monthly
	0
	26000
	5
	$500.00 
	
	
	
	

	4
	annual
	0
	26000
	5
	$6,000.00 
	
	
	
	

	5
	semiannual
	0
	24500
	5
	$3,000.00 
	
	
	
	

	6
	quarterly
	0
	23500
	5
	$1,400.00 
	
	
	
	


Table 5.4-2
Which loan is the best for Mr. Peterson from the perspective of 
a)	Lower monthly payment
b)	lowest effective interest rate?
Which loan do you recommend ideally?
