FINANCE AND GROWTH

Hire Purchase Agreements

Population Growth



ltgrest is vasecd only on ine originz
[ of rnorey

meiplel value of interest rarmeins corsteigl
Formula: A=P(1 +ni)

. int erest _ rate

100



ample 1: R1500 is invested for 2 years at 18% pet
um (p.a.) simple interest.

Valueg of invesirnent afier °l year:
A =TRISOONICYONOTIRES 0

= R1500)+"R270

= R177O + R2 )
= R2040
Therefore value of Interest remains constant.

Using the Simpleinterestformula:
A=P(+1i.n)

A = R1500(1 + 0,18 x 2)

A = R2040



ample 2: R50 000 is invested for 18 years at 16% p.
nple interest. Determine:

1€ value of the investment after 18 years

1€ simple interest earned after 18 years

P=R350 000 ; |1=0,16p.2 ;n=18 yzars

50 000 g'l +0,16.18)
)4:000

0) Interestiecenea
= A-P
= R194 000 — R50 000
= R144 000.



ple 3: How much was invested 4 years ago if t
2 of the investment is currently worth R7 0002
est rate was 7% p.a. simple interest.

R7000 = P(1,28)

P = R5468,75



ple 4: R1 600 accumlates to R3 000 after 4 yeat
l the interest rate if the investment earned simpl

A )0 3 P=RI1600 ; n=4years

R3000 = R1600(L t4)
R3000 = R1600'
R3000 — R1600 =4800
R1500 = 4800i
R1500 H 4800 =
1 =0,3125
r=1x 100

= 0,3125 x 100

= 31,25%

Simple Interest Calculator
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S Selraf invesis R5000 for § years ai 2 sirmole inieres
clLE] Qf J% 0.2, Deisrmine:

(a) the fltireVval e e tnennvestment:
(b) the simpleinterestieceIved anterns 16years



8 1) 9 Vezrs’ tme Jonn warnts to nave savad 129 DU s
orcler io visii nis cousin whno lives in Englaned. K2
ez es to receive an interesi raie of 12% oar 2nn
sirnole inierest, flow rmuch rmusit ne invest now i
oreler io achizve nis goal?

5. Calculate hewiengiwoeulditake animyestment of
R3900 to grow teravalue o R5500the simple
Interest rate receivea s 12% perannum.



@, Calculaie now long it would take for an invesirneni ¢
R3800 io clouble if the sirnple inieresi raie is 14% 0.zl

7. In orcler for R5000 to grow to R10000 over 2 oerioc oj
) yYezars, whai simoleinieresit raie would you neeel ie

Rzl fzis R5000 io invesi znc wishies io inerezise

order to achievet }

9. An amount ol R2Z0001 ST invested atid4% p.a. simple
Interest. A further R1400s invested at 12% p.a.
simple interest. By when will'both investments have
the same accumulated values?



A rlire Purchase Agreermenti (KfP) is 2 snori-

tarrn lozin, Furniiure, cars ancd noussnold

oolizineces, suchn as refrigeraiors, are
nerally oougni on KP.

SIghrantagreementwithithe se
pay a speciiied amountipersmonth.:

The ihterestpait O eIpUTCHas el 0an s
simplefnterestianuitiSIcal cllated onttne full
value ofitheloanioVeERtherepaymentiperiod.

Normally a deposit is paid initially and the
balance is paid over a short time period
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ample 1:

mzile buys a DVD player for R7 800 .She talke
2 hire-purchase loan involving equal rmontt

nents over 2 years. The interest rate charc
5% per annum simple interest. She alsc
Ut an insurance prermiurn of RI0, 35
) cover the cosi of darnage or ihs

Calculates
a) the actual amoun o)zlje
D) the Interest paia:

C) how much mustibe paldieach montn.

thelDVDIplayer.
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) P = R7 800; n=2years (24 rnonins); | = 14.5% 0.2,

A = REESE)
NS R 000 [ -5 (0, 1435)2)]
A = R10062

9) Iniigresi ozicl = A — P
= R10/062~ R7 800

c) The monthVACEnWenay,
R10 062 24 months
= R419,25
Add'in the menthlyansurance premium,
the total'amountiterbe paid each month Is:
R419,25 + R10,35
= R429,60 p. m
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ample 2:

Ann buys a laptop priced at R13 495. She
5 out a 12-month hire purchase agreeme
ays a deposit of 20% and the interesi

l on the balance is 15% per annurm s

actually pay for the

13



Degoosii :
=0 2 XeR4BHMYS

z2lanece on AP
= R13 495 =" R2699
() 796

J6(L + 0 15X
A = RI2 415,40
8oy Arie) wrill zteiuzlly oy :
R2 699 + R12 415
= R15 114 for. the laptop.

Her monthly repaymentsiwillihe:

R15114 12
= R1 259,50 p. m
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ample 3:

ar radio costs R960. Megan buys her car
lio on HP and agrees to pay a deposit of

) and 24 rnonthly repayrenis of R45 p.m.
late:

toial sirmple interest paid.
e of simple interest.

a) Total amount pé
= RIOO0 + 24 x R45
= R1 180
Total interest paid:
= R1 180 — R960
= R220
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0) The 24 arnounts of R45 that rmmust be oaicd will 2l
uo to R°1 032, which is A, the final value,
Tne cdeoosit of RIV0 is paid at the start of the HP, se
ines ozlance (P) to be paid is itherefore R0,

« A=R’ 0305
1l = 24 monins = 2 years - 1=7

R1 080 R860 =1 + 2I°
1,255813953 = 1 + 2i
1,255813953 — 1 = 2i
0.255813953 = 2i
0,2558139532 2 =|
r=12,8 %
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‘L Vlorno ou ys @ furniture suite for RIS, Hle taes out c
flirs-purchnase lozn mvolva ecjuzl moninly gz
Var five years,  The interest raie Crlrler‘d is ‘15, 2=
S annurn glm,)le m!:erers; nle al)o !!s!:(?-‘fi th

(C) NOWATI DCHINT ST ENI I 0 RECIGHINTI OT T4

2. Greg buysralapioppHCEd RaiTRIZE85HE [akes out a
24-month hire purchaseagreements: He pays a deposit
of 10% and the Interesticharged onithe balance Is
16,125% per annum simple iterest. What will he

actually pay for the laptop and what will his monthly
payments be? 1



S A olay siaiion ‘'l cosis R4593, Daniel buys a | SclliON
ofl rlP ancd agrees io pay a deposii of R450 arncl

moninly oayrenis of R150, Calculaie the total sirmols
flisrest gzaicl ane the raie of sir interesi,

AR A flIfe ourenase ¢ ontrac; for 2 souned sysisrmn reejuire
O)) o) 921y 2 cde0osit of RES0 and then malke § mominly
PAYMENISROINR I85 If ine orice of ine sound sysismis
R, Callgulaie ine totzl sirmole intsresi ozlel zigleligls
i of sl ol inisresi,

5. Mr: Sibanda boughtiacomputercostingR22 253 on hire
purchase. He tradedinraniold'computerfor R2000 and
paid a deposit 6ff R1IS00-hehalance was paid by means
of monthly installments off RI'120,50 oVver two years.
Calculate the total simple interest paid and the rate of
simple interest. 18



