
 

 
 

BANKING        25 APRIL 2013 

Lesson Description 

In this lesson, we: 

 Learn about the different types of bank accounts 

 Deal with interest; distinguish between ‘interest rate’ values and ‘interest’ values. 

 Perform calculations involving simple and compound interest through manual calculations 
with and without the use of formulae 

 Recognise that inflation is a measure of the change in the purchasing power of money over 
time, and inflation represents the average increase in the prices of a variety of goods and 
services over time and that different items can have different inflation rates 

Key Concepts 

Types of Bank Accounts 

Transactional Accounts 

Certain accounts are useful for everyday transactions, such as buying groceries or paying your cell 
phone bill. These would be accounts such as a current/cheque account or a debit account. 

Savings Accounts 

There are savings accounts that you can put money into whenever you have money available, or 
special savings accounts, such as fixed deposit accounts, where a set amount of  money is put away 
every month. 

Credit Accounts 

This type of account works with a credit card. You use it to pay for things and then need to pay the 
amount you have spent back to the lender. The interest penalties on this account are very high so you 
need to make sure you can pay back the full amount you owe on time. 

Interest 
As a consumer, interest can work in your favour, or against you, depending on whether you are 
paying interest on a borrowed amount, or earning interest on savings. 

Simple Interest 

Simple interest is a percentage of the original amount. This set amount is added each time interest is 
added. 

Compound Interest 

Compound interest is different because the amount added each time depends not only on the original 
amount but also on the amounts of interest already added. 

Inflation 

Inflation is a way to measure how the purchasing power of money changes over time. Inflation 
represents the average increase in the prices of various goods or services over time. The prices of all 
goods and services do not increase by the same amount over a certain time period. This is why 
inflation is an average value. 
 
We all know that things become more expensive over time. If you spend R20 today you cannot buy as 
much as you could five years ago. The value of money decreases over time. 
Inflation is given as a percentage increase per annum. 



 

 
 

Questions 

Question 1 

(Solutions for All Maths Literacy, Macmillan, Grade 11, Topic 5, page 129 Question 1) 

Lucky has just started his first job. He currently does not have a bank account and wants to open one 
now that he will be earning a salary. Lucky lives in an area where the shops do not accept cards and 
so he will need cash to buy things. He does not have access to Internet. Based on Lucky’s salary, he 
qualifies for the following two options at DBSA bank: 
 
Option 1 
The Money Mania Account includes a set monthly fee. This fee allows you a certain number of 
transactions per month. Any transactions over this limit will be charged at ‘Pay as you transact fees’. 
The Money Mania Account is structured as follows: 
 

 
 
Option 2 
The Freedom Account does not have a set monthly fee, although there are monthly costs involved. 
Each transaction is charged for as follows: 
 

 
 
a.) Lucky wants to calculate what his monthly bank fees would be for each account, excluding 

any transactions. How much would he pay in fees each month if Lucky chose  
i. The Money Mania account? 
ii. The Freedom account? 



 

 
 

b.) Lucky does not want to draw too much money at a time, as it is risky to carry large amounts of 
money. He estimates that he will need to draw R100 at least 10 times a month. How much 
would it cost him to make these withdrawals each month if he chose 

i. The Money Mania account? 
ii. The Freedom account? 

c.) Lucky will also have his rent and his medical aid contribution deducted from his bank account 
using a debit order for each. His rent is R800 per month and his medical aid costs him R590 
per month. How much would it cost him to make these payments each month if Lucky chose 

i. The Money Mania account? 
ii. The Freedom account? 

d.) Calculate what each of the bank accounts would cost Lucky in total per month. 
e.) Which account would work out the cheapest for Lucky? 
f.) Lucky’s friend Sibu works and shops in an urban area where debit and cheque card facilities 

are readily available. Sibu doesn’t like to carry cash and prefers to use her card Which 
account would be better for Sibu? Explain your answer. 

Question 2 

(Solutions for All Maths Literacy, Macmillan, Grade 11, Topic 5, page 136, question 1) 

Mulalo wants to invest R5 000. He has two options:  
Denbank offers: 

 
 
a.) Does the Denbank Super Save account offer simple or compound interest? Explain your 

answer. 
b.) If Mulalo decides to invest with Makgotla Stokvel for three years:  

i. How much interest will he have earned after three years? Show all your calculations. 
ii. How much will he have in his account in total after three years? 

c.) If Mulalo decides to invest with Denbank, show that he will have:  
i. R5 250,00 in his account after the first year. 
ii. R5 512,50 in his account after the second year. 
iii. R5 788,13 in his account after the third year. 

d.) Which option is the better investment? Justify your answer. 

Question 3 

(Solutions for All Maths Literacy, Macmillan, Grade 11, Topic 5, page 147 Question 1) 

The average inflation rates for the period of 2006 to 2010 are shown in the table. 
 

 
 
a.) Use the average inflation rates to complete the table. 
b.) During which year was the rate of inflation the highest? 



 

 
 

c.) Name one thing that may have influenced the cost of a taxi trip increasing so dramatically in 
2008. 

d.) Bongi looked at the table and said “If the inflation rate went down in 2010 then things would 
be cheaper in 2010 than 2009”. Do you agree with Bongi? Explain your answer.. 

Question 4  

(Adapted from NCS (DOE) Feb March 2010, Paper 2, Question 4) 

Mosima wants to buy an LCD TV and saw it advertised at R25 000. She does not have enough 
money to pay cash for the TV, so she has the option of either taking a loan from a microlender or the 
option of paying by means of an instalment sale (hire-purchase) agreement.  
 
Suppose Mosima borrows R25 000 from a microlender to pay for the TV. The amount she has to 
repay every month depends on the length of time she takes to repay the loan. TABLE 6 shows the 
different loan options she can choose from.  
 

 
 

a.) Use the formula to calculate the missing value A. 
b.) Suppose Mosima chose to repay the loan over 42 months. How much will the loan cost her in 

total? 
c.) Calculate the annual percentage interest rate if the loan is taken over 24 months.    

 
Use the formula: 

     
 

 

 
  where:  A = monthly installment in rand x number of months 

   P = amount of the loan in rand 
     = number of monthly installments 
     = interest rate per month 

 
If Mosima buys the LCD TV, costing R25 000, by means of an instalment sale agreement, she must 
first pay a 10% deposit, and then pay off the balance owing in equal instalments over 24 months at 
33% per annum simple interest.  
 



 

 
 

The following formula may be used:  
A = P(1 + i ×n), where  A = amount she still needs to pay  

P = balance owing after paying the deposit  
i = interest rate per annum  
n = number of years  
 

d.) Calculate the amount she is required to pay for the deposit. 
e.) Calculate the amount she is required to pay for her equal monthly instal ments. 
f.) Calculate the total cost of the TV if she used this method of payment. 
g.) Mosima decides that she wants to pay for the LCD TV over a period of 24 months. State, 

giving full reasons for your answer, whether Mosima should take a loan from the microlender 
or choose the hire-purchase agreements 

 


