ECO 113
In Class Assignment





Name: _______________________









Will not be collected
Annual Percentage Yield (APY) 
A few important formulas:

Compound interest (compounded several times a year)

Finding the accumulated balance:
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where
A:
accumulated balance after Y years


P: 
principal 


APR:
annual percentage rate (as a decimal)


n:
number of times compounded per year


Y: 
time in years

Annual Percentage Yield (APY):
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Convert the resulting decimal to percent.

If different accounts are compounded on different terms (e.g. quarterly versus monthly), you will obtain a different accumulated balance at the end of the year. Since this makes the annual percentage rate, APR, inadequate for comparisons, banks instead advertise an annual percentage yield, APY (also called the effective rate.) To calculate an APY, take the difference of accumulated balance and principal, then divide this difference by the principal. Interpret the resulting decimal as a percent:

a) Account A: $6200 is put into an account at an APR of 4.69% compounded quarterly. What is the accumulated balance after one year? (Round the answer to the closest cent.)

b) Calculate the APY to 5 decimal places and give it as a percent accurate to 3 decimal places. 

c) Account B: $4500 is put into an account at an APR of 4.68% compounded monthly. What is the accumulated balance after one year? (Round the answer to the closest cent.)

d) Calculate the APY to 5 decimal places and give it as a percent accurate to 3 decimal places.

e) Which of the two APYs was higher (i.e. which is the better deal?)




where	  A:  accumulated balance after 1 year


 	  P:   principal
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