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SIMPLE 
Interest

I = Prt
Interest = Principal x rate x time

Based on the principal (original amount) that is 
invested/borrowed.  Interest is a certain percentage 
per annum (year).  Often used for personal loans and 
shortterm investments.  The length of time for the 
investment/loan is called the term.

•   I  interest earned 
•   P  principal (original investment/loan)
•   r  interest rate as a percent (change to a decimal)
•    t  is ALWAYS time in years 
(how long the money is invested/borrowed)
•   A  amount of money including interest

A = P + I
&

OR
A = P + Prt

A= P(1 + rt)

http://www.youtube.com/watch?v=OMF0q2bli08
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p. 446

NOTE: 

Means that interest is paid only in 
yearly increments.

EXAMPLE #2: 
BettyAnn's bank offers  a simple interst rate of 4% per 
annum. How much interest would BettyAnn earn on her 
investment of $4000 after 12 months.

I = Prt
I = 4000 (0.04) (12/12)
         160.00                  

Time
   in
    years!!

I = $
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p. 448

p. 450
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SIMPLE INTEREST...
p. 451 HOMEWORK...

p. 452:  #1  6, 10, 11
I = Prt

A = P + I
&

OR
A = P + Prt

A= P(1 + rt)

$$$ Questions...great website for answers!!!

p. 463

http://getsmarteraboutmoney.ca/en/Pages/default.aspx
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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

COMPOUND
Interest

Interest is added to the principal periodically
throughout the year.  New interest may be paid on the 
principal plus the interest.  The interest rate is stated per 
annum and is divided by the number of compounding periods.

I = A  P

Terminology Tango

semiannually

quarterly
monthly

daily
twice a year

twelve times a year
four times a year

365 times a year

Click on the picture to verify the match.

weekly

biweekly

52 times a year
26 times a year

annually

once a year

EXAMPLE #1:  If $1000 is invested at 8 %/a compounded 
                             semiannually for 2 years, how much will the 
                             investment be worth?

I = 1000(0.08)(6/12)
  =  $40 (after 1st interest period)

New principal =  1000 + 40
   =  $1040

I = 1040(0.08)(6/12)
  = $41.60 (after 2nd interest period)

New Principal = 1040 + 41.60
   =  $1081.60

I = 1081.60(0.08)(6/12)
  = $43.26 (after 3rd interest period)

New Principal = 1081.60 + 43.26
   =  $1124.86

I = 1124.86(0.08)(6/12)
  = $44.99 (after 4th interest period)

New Principal = 1124.86 + 44.99
   =  $1169.85

Using the simple interest formula...

Compound Interest Formula...

SAME 
ANSWER?
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Calculate the final value of an initial 
investment of $6000.00. Interest is 
paid at 4% per annum, compounded 
semiannually, for three years.

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

EXAMPLE #2: EX #3: Maggie invests $30 000 at 10% /a 
            compounded quarterly for 20 years.
       Determine...
a)  How much will this investment be worth?
b)  How much interest did you earn?

EXAMPLE #4...

A keen MVHS student wants to save some money from their summer 
employment.  They decide to take out a Canada Savings Bond which 
pays 2.5 % interest per year compounded monthly.  If the student 
invests $850 into the bond, how much interest will they earn if they 
don't touch the money for 3 years?

HOMEWORK...

p. 457:  #1, 2 

p. 468:  #2, 6, 7 

I = A  P

CompoundSimple

A = P + I
&

A = P + Prt

A= P(1 + rt)

I = Prt
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Worksheet Solutions  Compound Interest.pdf

Worksheet  Introduction to Compound Interest.doc

More Practice With Compound Interest...

HW QUESTIONS???

How to make money???

[A]

[B] [C]

[D]
[E]

p. 463

http://www.getsmarteraboutmoney.ca/en/managing-your-money/planning/investing-basics/Pages/video-building-long-term-wealth.aspx?group=Funny Money&page=1
http://www.youtube.com/watch?v=OMF0q2bli08
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p. 465

p. 475

HOMEWORK...

p. 468:  Rule of 72...

#3 (only estimate the doubling time)

#5  &  #8

Compound Interest (Future Value)

#10  &  #12

p. 478:  Compound Interest (Present Value)

#4, #6, #7, & #9 
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SOLUTION BY HAND...

p. 485

INSTRUCTIONS on using the TVMSolver...

NOTE:  a negative number means that the money is 

             coming 'out of your pocket'

Notes  TVM Solver.pdf

SOLUTION WITH TI84 (Finance APP)...

Total number of payments
Yearly interest rate (as a percent)
Present Value (money invested/borrowed)
Payment
Future Value (money at the end of the term)
Number of payments/year
Number of times interest gets compounded/year{

Payment is given at the beginning/end of pay period
SOLUTION WITH TVMSolver...

p. 485

SOLUTION by hand...
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p. 487

p. 489

p. 490

p. 491
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HOMEWORK...

p. 493:  #3, 5, 6, & 9

NOTE:  When using the TI84...

Each question must have the following completed for homework 
AND beginning of class tomorrow you will be given time to solve.

3. 5.

6. 9.

Quiz Tomorrow...
  Simple Interest

  Compound Interest

  Rate of Return   Rule of 72

  Present Value

  Regular Payments (TVMSolver)

PRACTICE QUESTIONS...

p. 509:  

Formulas...#1, 2a, 3, 4, 6, 7a

TVMSolver...#8, 9, 10

IN CLASS PRACTICE WITH THE TI84...

p. 493:  #1, 2, 4, 7, 8, 10, 11, 12, 13, 15

PRACTICE QUESTIONS...

p. 509:  

Formulas...#1, 2a, 3, 4, 6, 7a

TVMSolver...#8, 9, 10
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Formula Sheet:
  Simple Interest

  Compound Interest

  Rate of Return        

  Present Value

 Rule of 72

 Regular payments 
(TVMSolver)

Investment Portfolios
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$500

$4000

Investment Portfolio Analysis Question.pdf

1)

2)

3)

SOLUTIONS...

+ 4000

$31 329.72

p. 497

SOLUTION to PART A:

• First 5 CSB's...
Over first 5 years:

Over next 5 years:

• Other 5 CSB's... • GIC...

TOTAL OF ALL INVESTMENTS...

SOLUTION to PART B:



Chp. 8  Finance (Investing Money) 2014.notebook

14

November 19, 2014

Foundations of Math 11  Investing Money Formulas

    Homework:

Pg. 503  #4, 5, 8

PRACTICE TIME...

  Mid Chapter Review:  Read p. 481  482

Do #1  8 on p. 483

  Chapter Review:  Read p. 507  508

Do #1  12 on p. 509

  Sample Test???  p. 506 #1  4
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Foundations of Math 11

Worksheet - Compound Interest








1.  Complete the following chart:











		Principal

		Rate/a

		Time

		Compounded

		Formula

		Amount

		Interest



		$1200

		12%

		5 a

		Semi-annually

		[image: image1.png]A= 12m7(1 +







		$2149.02

		$949.02



		$480

		6%

		3 a

		Quarterly

		

		

		



		$10000

		8%

		12 a

		Annually

		

		

		



		$5600

		7[image: image3.png]



%

		10 a

		Semi-annually

		

		

		



		$80

		10[image: image5.png]



%

		20 a

		Monthly

		

		

		



		$1 200 000

		5%

		7 a

		Quarterly

		

		

		





2.  Examine how varying interest rates and compounding intervals affects the following investment.



		Principal

		Rate/a

		Time

		Compounded

		Formula

		Amount

		Interest



		$12 000

		8%

		15 a

		Annually

		

		

		



		$12 000

		8%

		15 a

		Semi-Annually

		

		

		



		$12 000

		8%

		15 a

		Quarterly

		

		

		



		$12 000

		8%

		15 a

		Monthly

		

		

		



		$12 000

		8%

		15 a

		Daily

		

		

		



		$12 000

		8%

		15 a

		Simple Interest

		

		

		





3.  Which of the following investments would be worth the most money after 20 years?  





		$5000 at 8%/a 


compounded semi-annually

		$7000 at 6%/a 


compounded daily

		$17000 at 2%/a


compounded monthly
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