Day 5 - Compound Interest (after).notebook November 22, 2018

Simple and Compound Interest
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%ﬁmmﬂ@ HM@E@%@ - Interest calculated as a

percentage of the principal.

GOMOI] (T3MSE - the interest paid on the

principal plus interest
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Terminology Tango

daily 365 times a year (n-%5)
semi-annually twice a year (h=2)
monthly twelve times a year (n- W)
quartly four times ayear (a-=4)
m&(\/\\j 9 er\ns c 5)%( (n¢59)
bw&k\j 9% +ines a 54 (n=126)

n~ I«
KR mmkh\\j H dwas ‘X"‘( (0 24)
O\T\m,\q\ﬁ \ J(\n\v. e %Lur ((\:\\



Day 5 - Compound Interest (after).notebook November 22, 2018

Allison wants to invest $2000.00.

His bank offers an investment option
that earns compound interest at a rate
of 1.75% per year compounded
annually for 3 years.

Investmen
Investment ¢
Interest value at Interest earned
period | beginning of [=Prt value at
3 end of
period :
period
1 $2000 $2000x0.0175x1= $35 $2035
2 $2035 $2035x0.0175x1= $35.61 $2070.61
3 $2070.61 $2070.61x0.0175x1=$36.24 |$2106.85
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Allison wants to invest $2000.00.

10

Interest Investment

period value at

beginning of
period

Interest earned
1=Prt

Investment
value at
end of
period

1 $2000

$2000x0.0175x1= $35

$2035

2 $2035

$2035x0.0175x 1= $35.61

$2070.61

3 $2070.61

$2070.61x0.0175x1= $36.24

$2106.85

Formula:

A=P(1+ %)nt

A = final value of the investment ...(principal + interest)

P = principal ( \nwtsbwant o 8 Yow gjfm'\' \Df\"\s

r = annual interest rate (QXP‘-Q@A os

n = number of compounding periods in a ye
t = term of the investment or Toan iIn number of years

(o} dQC a;V\o'\ \\

ar £x- oM

His bank offers an investment option
that earns compound interest at a rate
of 1.75% per year for & years.

27

1“\3—7 n=10
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Allison wants to invest $2000.00.

Her bank offers an investment option
that earns compound interest at a rate
.. of 1.75% per year c omgounded

> annually for 3 years.

nt

Guwen. A=P(1+ %)
T= 3000 (1))
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Calculate the final value of an initial
investment of $6000.00. Interest is
paid at 4% per annum, compounded

November 22, 2018

A = final value of the investment ...(principal + interest)
P = principal

r = annual interest rate

n = number of compounding periods in a year

t = term of the investment or loan in number of years

semi-annually, for three years.

@\veﬁ.. T nt
A=P(1+ =)
P= Goo LENETS
= 0.04 A= (oOOO(\Jfo.oH\
o
N\=9

)

A= (ocr:o(\.oa)é @a@
A- cooo(l.eed) o 1)
A-%6156.9
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Calculate the final value of an initial investment of
$8500.00. Interest is paid at 3.75% per annum,
compounded semi-annually, Tor three years.

nt
6\\&’(\.. A=P (1 + ;)
P= TS0 20)
A= 8500(1+ 0'0375]
€ =0.05\S )
ne o A=8500(1+0.01875)

\=3 A=8500(1.01875)’
A=8500(0.117907)
4=1002.21
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b. = :O(/ +_~

- P(Hc’;aa ) (52) (5)

2500 =P< {000 3% m‘g‘ !

P00 = L. aq?y,{ﬂw)
oqﬂsvp‘*‘f # 51344
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RULE

L 4
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http://intangiblewealth.files.wordpress.com/2010/04/the-rule-of-72-jpeg.jpg
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g2
Quick way to estimate how long it will
take your money to double in value.

72
annual interest rate

How long will it take an investment to double Q = 24 years
with an interest rate of 3.00% per annum? 3
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