
  D Gale 2020 

Mixed AER questions (more difficult) 
 

1) I want to save money to build a conservatory that has been quoted as costing £16 000 

I invest the £12 000 I currently have saved into an account with an AER of 8.1% 

a) Work out how much interest is added at the end of the first year of saving. 

b) Will I have enough in the account in 4 years’ time if I do not add or withdraw any money 

it?  

 

2) The following bank statement shows information about an investment Dan has made: 

Date Details Paid in Paid out Balance 

01/09/2020 Account opened £5 000.00  £5 000.00 

30/09/2020 Interest £20.00  £5 020.00 

31/10/2020 Interest £20.08  £5 040.08 

01/11/2020 Withdrawal  £3 000 £2 040.08 

30/11/2020 Interest £8.16  £2 048.24 

 

a) What percentage interest is added at the end of September? 

b) Use your answer to a) to help work out the nominal annual interest rate on the account. 

c) Calculate the AER of this account. 

d) Assuming no further withdrawals or payments (except interest) are made, how much would 

be in Dan’s account by the start of August 2021? 

 

3) Patricia is due to retire and is considering investing in an account offering an AER of 3.1% as 

long as the investment is left in for 10 years. 

She has £13 000 to invest and thinks it is very unlikely she will need that money for anything 

else over the next 10 years so invests in the account. 

After 6 years, an unexpected event means that she could do with access to the money in the 

account. 

The terms of the investment meant that if she withdraws any money, she pays a fixed fee of 

£100. 

Having no choice but to withdraw the money, she takes out all of the funds that are in the 

account after 6 years. 

 

Calculate the total percentage profit she has made on her initial investment of £13 000, once 

the fee has been taken. 

 

 


