Math 1050 Credit Card Debt Assignment Name \h(dUﬂ Zalpns

You have received your monthly credit card statement and must now deal with the financial realities of last month’s
birthday celebration. While your milestone in years was deserving of a celebration, dealing with the $1900 in credit card

charges will require some planning.

Your credit card statement lists the APR (Annual Percentage Rate) for your balance to be 13.5%. This is the yearly
interest rate the credit card company uses in calculating interest due on your balance. The credit card company
compounds interest monthly. Your monthly interest rate on credit card charges will be:

i=ﬂ=%z0.01125

12

The minimum payment required by your credit card company is $25/month. Assuming that you do not make any new
charges to your account, answer the following questions to help you determine the best plan for paying off this credit

card debt.

1. To begin with, let’s check out the plan of only paying the minimum amount due each month. To get a feel for how
this will affect the balance, finish filling in the following table using the minimum monthly payment of $25.

Month 0ld Balance Interest Payment New Balance
1 $1900.00 $21.38 $25.00 $1896.38
2 $1896.38 1A /) §25.00 £18020\
3 $1842.4) £ $15.00 B ARRA.00
4 §13%4.00 N1H £25.00 1\§&515
5 $\R86.15 4N $15. b AR\ Uy
6 £ 122\ Uw A WARN! $26.00 8% 0»
7 tlEn.ub $20 1125.00 1Y .19
8 AU $21.08 $£15.00 $ BUYA D
9 Liad.25 §91-0 115.00 MRES . 3N
10 £ \05. &1 1154 41%.00 T\’
1 LAWK 310.05 ¥15.00 AR5 &\
12 T Le%) 8 £10.00 £15.00 2\ R\

What is the total amount that has been paid to the credit card company at the end of the first year?

500 has beeny pond 10 e Cradt v company , ud oaly - el has opne to
ppng the volonce o

How much of the original balance has been paid off at the end of the first year?

w14

From looking at the new balances over the first year, how many years do you think it will take to pay off the $1900?
(This is a guess so there is no wrong answer. Before going on to step 2, write down your best estimate.)

0 qQ&\ﬁ
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2. A formula for calculating the payment, P, required to pay off a debt of amount Din M months with monthly

interest rate i is
D-i

P=—"—r
1-(1+i)™

Using this formula, solve for M to determine the number of months it will take to pay off the $1900 credit card debt
with minimum monthly payments of $25. Round the number of months to two decimal places. (Attach all work for this
assignment to the end.)

N2l monting

How long is this in years, rounded to the nearest tenth of a year?

ALy ylovs

What is the total amount paid to the credit card company, rounded to the nearest dollar?

S umis

3. How many months will be required to pay off the debt if you pay $50 each month? Round to two decimal places.

UA. B0 montns

How long is this in years, rounded to the nearest tenth of a year?

W ulaxs

What is the total amount paid to the credit card company, rounded to the nearest dollar?
U4

4, How many months will be required to pay off the debt if you pay $75 each month? Round to two decimal places.

2049 rontng

How long is this in years, rounded to the nearest tenth of a year?

1% yaars

What is the total amount paid to the credit card company, rounded to the nearest dollar?

5210
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5. How large would your monthly payment have to be in order to pay off your debt in 12 months? Round up to the next
nearest cent.

ARAVAD)

What is the total amount paid to the credit card company, rounded to the nearest dollar?

ALR\RAY

6. What is the best plan for paying off the $1900? Why?

Pouy g bl off - 0 fast as possible. Tha facker W5 pand of, the  Less 4ne
el pvatunt. =

What is the worst plan? Why?

V) Obd poy te ill - debt Goleckors/ vumed  Cradit .
D Move only fhe  ounimum pagmant = W Up powing WAy mprg i total .

What should you do if you cannot afford to make the payments required by the best plan?

Pw 0s much s ybu ton,

7. What are two things that the average consumer can learn by completing this assignment?

bOud vl 0 credd cad. I you cand Al o, dont biu

i Py o deot a5 fact a5 possible.

Created with Scanner Pro



=5 s b = Sy - Rl = W —
. FUENLAIVCN T
) 257 - Teonsy™ o
Fise
25 £ \- (14, 0\\1&\\ = \Q00% .0\25 51 et
" LI EEINFE) =
- (Lo — 25— e
A 100 Y- DWi5 i
- (L4, onaey™: T - o
- {05 X OIS Latugs
= f (e buasi™ s F—mae W) =
V00 % 0I5 R
SRS o\nﬁ\m\ g g ) ahsieE
— Y0 X D115
E - * e (Lows) = dm (Tas 1)
T ¥ D5
@ ; = It 2 1)
' | “In l\.o\ns)
WD =
- M= =T (LAY =
| m= 12.01 =
= ——
o RLLLERNED) 1000 ¥ 0N ppe
ah o I T e — + 1) #0) = [T5s 4 ) sl“,
= ~don (10W25) “Lon (1.0112) e
= TG BTI5) m( R\ e .t‘ =
M= - T (1.01125) LA (L0W6) S
‘lm‘ ha.3 | [w= 20.40) s
= s
e =TI ey St

Created with Scanner Pro



