Economics 220

Some ideas for the quiz on Tuesday March 7, 2006 (Updated March 6, 2006)
Most of the quiz will be problems. None comes from the book. There will be some multiple choice or fill in the blank in the quiz.  Look at the practice problems. 

These are some terms or concepts that may show up a multiple choice question in addition to the ones expected.  No information solely from the book will be included.  There will be some questions about material covered only in class including personal utility functions, the marginal utility of income, time and other factors related to personal utility function,  organization of your income and especially your expenditures into useful categories for making decisions, portfolio of assets, the basics of calculating taxable income (only from class)

Definitions and formulas you should know.  Also remand the need for “pulling” a written problem apart, specifying the various values in each part (maybe using a time line) or at least a sentence. 

1- future value factor = FVF

2- present value of one payment in the future factor = PVF

3- the present value of an annuity.  An annuity in this case is a stream of fixed payments at the end of the period for a specified number of periods: .PVAF

4- the present value of an annuity due, when the first of a stream of payments is made now today and n-1 more payment are then made as a regular annuity (lotto)

5- The amortization factor or the capital recovery factor:  PMTF or AMORTF 

 In its pure form, it is a level amount (the same amount each period), which will repay a loan of $1 with interest on the unpaid balance of the specified interest rate%.  The amortization factor times a loan will give you the annual amount required to repay the loan with interest on the unpaid balance. 


 The amortization payments that you make on the loan are just like an annuity received by the company or person that made the loan. It is the other side of an annuity and in fact is used to determine the dollar amount of an annuity that a (insurance) company can pay you on retirement from your accumulated retirement funds at a guaranteed interest rate and periods of payments. 

Some other terms:


Bonds, Zero coupon bonds, Bond Coupons


Principal (face value) of a bond, Maturity Date of a bond, coupon interest rate


Treasury bills, notes and bonds


CD’s, Money market funds and commercial paper


Interest rate risk


Taxable status of state and federal bonds


Points and other costs associated with purchasing a house.  


Remainder value and a charitable gift


APR, Impact of more frequent payment of interest on your APR


Absolute versus relative reference in Excel equations.


Defined benefit annuity (policemen, many  others public employees, pilots, automobile workers)


Defined contribution pension (college professors using TIAA and CREF, contribution to your own IRA)

