September 18, 2019

Paying the National Debt
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Public Accounts of Canada; Statistics Canada

Canada's national debt fluctuates. It is affected by financial markets

(such as the stock, bond, currency, and commodity markets), the gross
domestic product (the gross value of all goods and services produced in

the country), and the federal budget (the federal government’s income and
expenditures for the fiscal year). The national debt exceeded $100 billion in
1981, $200 billion in 1985, and $300 billion in 1988. The size of the
national debt is continually changing and is available on the national debt clock.

¢ Estimate the most recent value for the national debt. «ﬂ(go B

e |f the debt were shared equally by all Canadians, what would be the debt
per person? AR n dﬁ 2o OO0 /
* Suppose that no increase to the debt occurred from this moment on,

and no payments were made to reduce it. How much interest would
accumulate each year at 2.5%, compounded monthly? a,\m,gﬁ’ %%ﬁ

* How much accumulation is this per day?  syon g Mi‘/w
* Suppose that the federal government paid $4 billion each month

toward the debt. How long would it take to pay off the debt at 2.5%,
compounded monthly? —= 242 ments = o 20 % r<
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2.4 Buy, Rent or Lease?

1. lease:a contract for purchasing the use ofa property such as a vehicle
or building from another (the lessor ) for a specific period of time
2. equity: the difference between the value of anitem and the amount still
owing on it; also know as the portion you own
3. appreciation: increase in the value of an asset over time
4. depreciation: decrease in the value of an asset oyer tlme
Discussion: Would you buy or rent for the followmg situations? Why7
1.  Youneed a pencil —= dvpjuz,o\ﬂ\, A permas e
2. Youneed a computer —s== > i
3.  Youneed a car—=

4.  You need a place to live —= &/MA ({-\MAAM ‘(‘LW W}

5. Youneed furniture _5 \A/_\,\mﬂ,a \ lou A Q
LEARN ABOUT the Math oleppndo

Amanda is a civil engineer. She needs a vehicle for work, on average,
12 days each month. She has been renting a vehicle when she needs it.
The advantage to renting is that she

simply fills the gas tank and drops

. off the vehicle when she is done

- with it. The disadvantage is that

. she has to spend time arranging for
the rental, picking up the vehicle,
and getting home after dropping it
off. She is wondering if renting is
the most economical choice and is G e ths
considering her options:

Q $0 (Us
@ She could /lease a vchicle, which requires a down payment of $4000 and
lease payments of $380 per month plus tax. She would need insurance at
$1220 each year (which could be paid monthly) and would have to pay

for repairs and some maintenance, which would average $50 each month. q, 7 £ :

For the 4-year lease she is looking at, she would have no jequity in the o é(’ %

vehicle at the end of the term, since the car would belong to the leasing K) Qo - 1

company. WM\ Y‘i 6512)
* She could buy a vehicle for $32 800 and finance it for a 4-year term ( <

at'4.5% intérest; compounded monthly: She would have the same
insurance, repair, and maintenance costs that she would have with leasing. (\\
However, the@qiity of the vehicle would be considered an - 3
@ She could continue to rent at($49.99 perday; plusitax; with unlimited ) BL®
kilometres. v o Bq},
7wy -
© Which option would you recommend for Amanda, and why? N -

Nomt fer 12 MS/MM \()Mg‘//ﬁ
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Reflecting - %wa

A. Mitchell made his decision based on the monthly costs of all three \’\ﬁ%
options. Are there other benefits that should be taken into account E

when comparing the three options?

B. How many more days a month would Amanda have to rent before

leasing was the best option? ——> en ! w9 M

C. Suppose that Amanda hired an employee who needed a car from time
to time. What might you recommend for her? Explain. —s> vQ . (\WM
D. When considering only monthly costs, leasing was better than buying
N

for Amanda’s situation. Why might this change if you looked at JV )
overall costs, as well asézt the end of 4 years? o o GANL

E. Suppose that Amanda had $15 000 for a down payment on a new cat ﬁ @
Would this change which option is best? Explain. ~ ( Yoo OZ

F.  Property can ;appreciate or/depw How does this apply to M QU\

@IC]CS How mlght this af?ect‘f:i decision about buying a new car_ &
versus aused car? \NQ’“”@& cann AP A Ve AR

slovo Hooo nans 6nto
EXAMPLE 2 Solving a problem that involves vehicle depreciation

A luxury vehicle rental company depreciates the value of its vehicles each year
over 5 years. At the end of the fifth year, the company writes off a vehicle for its
scrap value. The company uses a depreciation rate of 40% a year.

a) What is the scrap value of each car below?
i) Car A, which is currently 2 years old and has a value of $43 200
ii) Car B, which is currently 1 year old and has a value of $75 600

b) What was the original purchase price of each car? ‘ %/ NUNARNA
ﬂ(_@d&\w\m: W \ </ - OW> Lpesr?
(:3VCY Vo yake
3
W) B SReP 100 (12 040) B = F5m0 (0.4)
5 -
= Y2200 (0-6) < QM HE
= 92320 b

\03 Y2200 = % < 0. (DB /?6 U)O = 0. (9)
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Homework: pg. 130 #3,4, 7,8




