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Year 

  2006 

  2001                                                                                                 

  1996 

  1991 

  1981                                                                                    Finance       

                  30  000         60 000        90 000      120 000 

                        Population of Barrie 

 
 
 
        To excel in this topic, a thorough grasp of the following is essential: 

    ●  The various formulas used  in Financial Maths. 

    ●  The relationship between nominal interest rate (𝑖nom) and effective interest rate  (𝑖eff). 

    ●  The ability to recognize what is asked and which formula(s) to use for submitting the correct  

        answer. 

   ●  The application of logs in determining the period  n,  for any of the various situations when 

        this is asked. 

   ●  The difference between the reduced balance method and the linear (or straight line) method  

        in determining book values or scrap values for various items. 

 
 
 
 
 
1.   Which of the following investments is the best if  R15 000 is to be invested for a period of 

      5 years? 

 

           A.   10,5 %  p. a. simple interest.                            

           B.    9,75 %  p. a. interest compounded annually  

           C.    9,5 %  p. a. interest compounded quarterly        

           D.    9,4 %  p.a.  interest compounded monthly        

 

 
2.1  Tintin invests R120 000. He is quoted a nominal interest rate of 7.2%  p.a. compounded  

       monthly.  Calculate the effective interest rate per annum correct to three decimal places. 

2.2   Calculate the nominal interest rate if interest on an investment is compounded quarterly, using  

        an effective interest rate of  9,25 %  per annum. 

 

 

3.   Determine the effective interest rate if an investment of  R25 000, compounded half-yearly,  

      grows to  R40 722,37  after  5 years? 



4.   Calculate, to the nearest month, how long it will take for an investment of  R24 500 to reach a     

      value of  R48 817,79  if interest on the investment remains constant at  9% per annum for the  

      whole period. 

 

 

5.   Keenan is terribly excited that he managed to save R1 000 000 within a period of  10 years. 

     The interest rate during the first 4 years was 18% p.a. compounded monthly. For the remaining  

      6 years, the interest rate had changed to 20%  p.a. compounded quarterly. Determine the amount 

      that Keenan had to invest at the start of his savings plan. 

 

 

6.   Finn deposits R2 500 into a bank account and for 8 years makes no withdrawals. At the end of  

      the  5th year he makes an additional  deposit of R1 200. If the interest rate for the first  4 years  

      was  8%  p.a.  compounded monthly, and for the remaining 4 years, the interest rate was set at   

      9.5%  per annum compounded half-yearly, how much will Finn have accumulated in this  

      account at the end of the eighth year?  

 

 

7.1   A small truck depreciates from  R78 000  to  R24 500  in 3 years. Determine the annual rate of  

        depreciation.  

7.2   The population of certain country increased by an average of  2%  per year from year  2000  

        to year  2003.  If the population was 2 000 000  on December 31 in  2003, what was the  

        population of this country (to the nearest thousand) in the year  2000 on January 1? 

 

 

8.   Which  of the following investments would you choose if you wanted to double your money in  

      the shortest period of time? 

             A.  8% interest, compounded half yearly              

             B.  7,9% interest, compounded monthly  

             C.  8,5% interest, compounded yearly                          

             D.  11,5% simple interest   

 

 

9.   An ice-cream machine currently costs  R 200 000. 

      Its value depreciates at  15% p.a. on the reducing- 

      balance method. A new ice-cream machine will be  

      needed in 15 years time. The annual rate of inflation  

      is  10%. Calculate the value of the sinking fund that 

      is needed to purchase a new machine, assuming that 

      the old machine is disposed of for its book value at 

      the time when it needs to be replaced. 

 



10.1   Giuseppe took out a loan from the Bank for  R157 000. They charged him interest at  20%  

          p.a.  compounded monthly. The repayment started one month after the loan was drawn. The 

          official document states that his loan will carry an effective annual rate of 21,94%.  

10.1   Verify that the 20% interest rate charged by the bank is correct. 

10.2   What is his monthly repayment if the loan is repaid over five years? 

10.3   Giuseppe inherits a lump sum from a relative’s estate that enables him to settle the balance of  

          the loan at the end of two years, immediately after the  24th payment. Determine this balance.   

 

 

 

11.   You are considering purchasing a flat for R200 000 and the bank’s mortgage rate is currently   

        9% p.a.  payable monthly. You have savings of R10 000 which you intend to use for a  

        deposit. How much would your monthly mortgage payment be if you were considering a  

        mortgage of  20 years? 

 

 

12.   When Mr Matanzima retires, he will have available from annuities and other policies exactly  

        R2,5 million. Determine for how long will he be able to draw an amount of R25 000 every  

        month from a fund that he could set up with the R2,5 million and that would earn 10% interest  

        p.a.  compounded monthly.  (Give answer to the nearest whole month). 

 

 

 

13.   A school issued new laptops to each of its 110 pupils 

        at the beginning of the year. The school was advised  

        to set up a sinking fund to ensure that there would be   

        enough money to replace them at the end of the 5th  

        year. The following applies:  

             ●  They paid R6 000 for each laptop.  

             ●  The laptops depreciate at 15% per annum on a 

                 reducing balance basis. 

             ●  The supplier will buy back all 110 laptops at the 

                 end of 5 years at the depreciated value. 

             ●  inflation is estimated to be worked out at 6% per 

                 annum over the five-year period. 

             ● The sinking fund is set up so that all payments will receive 12% interest per annum  

                compounded monthly.   

13.1   Determine the amount of money required at the end of 5 years to replace the laptops.   

13.2   Determine the monthly payments that should be made into the sinking fund to ensure that all  

          110 laptops can be replaced at the end of 5 years.  

 

 



14.   Nomsa wants to start a bakery so she takes out a loan 

        of R301 964 from a bank, repayable over 10 years.  

        The bank calculates the monthly repayments at an  

        interest rate of 11% per annum compounded monthly. 

        Payments start one month after the loan is received.   

14.1   Calculate the monthly payment.   

14.2   What is the balance outstanding at the end of 7 years?      

 

 

 

 

15.   Peter buys a new car for R160 000. Once he takes 

        delivery of the car, it starts to depreciate in value. 

        If the car depreciates on a straight line balance  

        method or on the reducing balance method it will 

        reach the same value of R110 000 after 4 full years.  

 15.1   What is the percentage rate of depreciation, r %,  

           according to the straight line method of depreciation? 

           Give your answer correct to 1 decimal digit.    

15.2    What is the percentage rate of depreciation, r %, according to the reducing balance method?   

           Give your answer correct to 1 decimal digit. 

 

 

16.   Jaco decides to start saving for an overseas trip to be taken to celebrate his 60th birthday.  

        Exactly one month after his 45th birthday he starts to save a constant monthly amount, up to  

        and including a payment made on the day of his 60th birthday.  Determine the amount he  

        needs to save each month in order to be able to withdraw R50 000  on his 60th birthday if the  

        interest rate is 8,25% per annum compounded monthly.  

 

 

 

17.   In order to buy furniture for her new apartment, 

        Noma takes out a loan of R45 000 from the bank.  

       The bank charges an annual interest rate of 10,25% 

       p.a. compounded monthly. The instalment of  

       R839,35 starts one month after she has received 

       the money from the bank.   

17.1   Calculate the duration period of the loan, to the 

          closest number of months.   

17.2   Calculate the outstanding balance of her loan after three years (immediately after the 36th  

          instalment).  

 



18.   A loan of R42 000 is paid back in equal monthly payments of R3 300 and a final payment, F 

        of less than R3 300. Payments started one month after the loan was granted, and interest was 

        calculated at  11%  p.a.  compounded monthly. Determine: 

18.1   how many payments of  R3 300 were made, and 

18.2   the amount of the final payment,  F. 

 

 

19.   ‘Clever’ Clive takes out a bank loan for R250 000. The interest rate charged by the bank is  

        18,5%  per annum compounded monthly. What will his monthly repayments be if he pays the  

        loan back over five years, starting FOUR months after the granting of the loan? 

 

 

 

20.   An earth-moving company start a sinking fund in  

        order to replace some of its older equipment in 8 

        years time for an estimated cost of R9,5 million.  

        They immediately invest R800 000, and start 

        making quarterly deposits of  Rx in the sinking  

        fund nine months later. The last payment is made 

        six months before the new equipment is bought. 

       Determine the value of the quarterly deposits that 

       need to be sunk into the fund if the interest rate in  

       the above-mentioned transactions is calculated at  

       8% per annum, compounded quarterly. 

 

 

 

 

 

        

OOOOOOOOOOOOOO   END OF QUESTIONS ON FINANCIAL MATHS   OOOOOOOOOOOOOO 

 

Space for some notes 
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