Using the TVM Solver to 

Solve Compound Interest and Present Value Problems

On your TI-83+/84+ you have a very power full tool called the TVM Solver.    To access the TVM Solver press APPS, FINANCE, then TVM Solver.
The following screen appears.  The variables in the screen represent;
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N: total number of payment (compounding) periods

I%: annual interest rate as a percent

PV: present value

PMT: payment each period

FV: future value or accumulated amount

P/Y: number of payments per year

C/Y: number of compounding periods per year.

When you enter data for the PV it must be entered as a negative value.  This is because you are investing or paying out that money.

To solve for any single variable move the cursor to that line and press ALPHA, ENTER.

Here are some examples using the TVM Solver.

Example 1 Compound Interest
Curtis deposited $3000 into an account earning 4.75% interest, compounded semi-annually.  Determine the accumulated amount after 8 years.
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Curtis enters the following information

into the TVM Solver and determined that he

has $4367.41 after 8 years.

Try the following question on your own to see if you can use the TVM Solver.

Problem 1
A donor gave $100,000 to a college.  It is used to help pay for the expansion of the student centre.  So, the board of governors invested the money at 8.75% interest compounded monthly.  How much money will they have when construction starts in 5 years?

Answer:  $154,637.37

Example 2 Present Value
Joe wants to have $6000 in 4 years to take a trip to Europe.  How much will he need to invest today at 4.6% compounded quarterly to have this amount?
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Joe enters the following information

into the TVM Solver and determined that he

must invest $4996.86 now.

Try the following question on your own to see if you can use the TVM Solver.

Problem 2
Megan's grandparents want to invest money to accumulate to $10,000 in 6 years when she starts university.  If interest is compounded semi-annually at 5.5%, what amount should be invested today?

Answer: $7221.34

Example 3 Loan
Jenna borrows $2800 from the bank to buy a motorcycle.  The terms offered by the bank are an annual interest rate of 4% compounded monthly, with monthly payments for 3 years.

a) How much will Jenna's monthly payments be?

b) What is the total cost of the loan? 

c) What is the finance charge?
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Jenna enters the following into the TVM Solver

and determines that her monthly payment will

be $82.67.

b) The total cost of the loan is $82.67 * 36 = $2976.12

c) The finance charge is 
total cost of loan - loan amount

$2976.12 - 2800 = $176.12

Problem 3
Adele takes out a loan of $5000 at 9% interest compounded monthly for 4 years.  Determine the monthly payment on this loan.

Answer: $124.43

Example 4 Calculating Interest Rate
Ravi borrows $12,200 to buy a car. He can afford monthly payments of $450.  If he wants to pay off the loan in 3 years, what will be the interest rate he is charged? 
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Ravi enters the following information

into the TVM Solver and determined that the

interest rate is 19.45%.

Assignment: Pg. 29 1-3, 5 and handout.
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