ASSESSMENT ACTIVITY: §8-6 How much does a loan cost?

20 Assessment points!!                             USE TI-NSPIRE STUDENT SOFTWARE OR EXCEL!!

Look on the Internet or in the newspaper for the latest rates on auto loans. Identify the rate and the source of your information (name of institution & website or newspaper).

Pick a vehicle that you would like to have, new or used. (Maximum price $100,000 before sales tax.) Again, newspapers or sites like AutoTrader.com are good sources. Give the make, model and year of the vehicle along with the price. Identify where you are purchasing from. Include a picture if you would like. 

Suppose you have enough saved to make a 20% down payment and will need to finance the remaining 80%.  (For simplicity, the total price of the car = price + 6% sales tax.)

If you allowed yourself 5 years to pay back the loan, what would be your monthly payment and how much would you have paid for the car by the end of the loan?


a) Use the formula 
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 to determine the monthly payment. Show formula, substitution and final answer. Confirm your answer using the tvmPmt() function on your calculator.(Record what you entered into your calculator.) Write your answer in a sentence that includes the context of the problem.


b) Create a brand new spreadsheet that shows the loan amount, interest and payment. Include a screen shot of your spreadsheet and tell me the recursive/explicit formulas for each column. Use your spreadsheet to determine the total amount that you paid for the car. Write your answer in a sentence that includes the context of the problem.


c) Find 10% of your calculated payment. What if you added this amount to each payment you made starting with your first payment?  How long would it take to pay back the loan? How much interest would you save?  


d)  You decide that five years is too long.  What would your payment be if you took out a 3-year loan?  (It is not uncommon for loan rates to change when you take out the loan for different time periods.  Check with your same source to see if a 3-year loan has the same interest rate as the 5-year loan.) How much would you pay in total for the loan (principle + interest)? How does that compare to the total for the 5-year loan?  

Format:

This activity should be typed and in paragraph form with all calculations (using equation editor) shown as figures and spreadsheets selections identified as tables. Divide the paper into sections: Introduction (where you explain your what car you choose, price & source, loan rate & source, picture, and reason why you choose this particular car), Part A, Part B, Part C, and Part D (where you answer each of the questions and show your work) and Conclusion.  For the spreadsheets Parts B, C, and D, include the first four rows and the last four (or so) rows. Make sure that you identify what formulas were used to create the spreadsheet. Be sure to include any calculations you conducted to get your answers – I should be able to follow your work easily and not do any separate calculations on my own. In the Conclusion, identify which loan you would choose and why as well as what you learned from doing this activity.  BEWARE:  Don’t make this overly – wordy!  Be concise and avoid repeating yourself!
Have fun!
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