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Suppose that a local benefactor wants to offer college scholarships
10 every child entering first grade at an elementary school in her
community. For each student, the benefactor puts $5,000 in a separate
savings fund that earns 5% interest compounded annually.

a. Make a table and a graph to show growth in the value of each
account over the 12 years leading up to college entry.

b. Compare the pattern of growth of the account in Part a to one in
which the initial deposit is $10,000. Compare values of each
account after 12 years.

¢. Compare the pattern of growth of the account in Part a to one in
which the interest rate is 10% and the initial deposit is $5,000.
Compare values of each account aiter 12 years.

d. Compare values of the accounts in Parts b and c after 12 years.
‘What does this suggest about the relative importance of interest
rate and initial balance in producing growth of an investment
eaming compound interest?
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In 1958, Walter O’Malley paid about $700,000 to buy the Brooklyn
Dodgers baseball team. He moved the team to Los Angeles, and in
1998 his son and daughter sold the team for $350,000,000. Assume
that the team’s value increased exponentially in annual increments
according to a rule like v = a(b), where ¢ = 0 represents the

year 1958.

a. What value of  is suggested by the given information?

b. Experiment to find a value of b that seems to give a rule that
matches growth in team value prescribed by the given information.

¢. What annual percent growth rate does your answer to Part b
suggest for the value of the Dodgers team business?

d. According to the model derived in Parts a and b, when did the
value of the Dodgers team first reach $1,000,0002 $10,000,0002
$100,000,0002




