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Simple Compound
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6. Trust funds are investments that are set up for a speciﬂc purpose. A
local business invested $250 000 in achs charitable trust fund so that a

school can offer scholarships. The interest rate is 3.8%, compounded

semi-annually. Only th’earned can be used to provide

the scholarships. How much s available from the trust fund for ,
. X

scholarships each year?

A 290000( 7L 0.038
\

ZSORREC 1 +0, Ba0- 2
7 [an2

An==
9594, 25 >

7. Suppose that you are searching online for the best interest rates on a
GIC. You find these rates:
* Bank A offers 6.6%, compounded annually.
* Bank B offers 6.55%, compounded semi-annually.
» Bank C offers 6.5%, compounded quarterly.

Rank these rares FI'OI'D greatest to |east return on an investment Ol'-

$20 000 for a term of 2 years. @
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Practice With Compound Interest...

‘Worksheet - Introduction to Compound Interest.doc

‘Worksheet Solutions - Compound Interest.pdf
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How to make money???

ﬁuy more stuff that IHIR;I ey JW Rlayer

Buy less stuff that loses vaﬂll'-



http://www.getsmarteraboutmoney.ca/en/managing-your-money/planning/investing-basics/Pages/video-building-long-term-wealth.aspx?group=Funny Money&page=1
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EXAMPLE 4 Comparing interest on investments with
p. 4063 different compounding periods

Céline wants to invest $3000 so that she can buy a new car in the next

5 years. Céline has the following investment options:

A. 4.8% compounded annually

B. 4.8% compounded semi-annually
C. 4.8% compounded monthly

D. 4.8% compounded weekly

E. 4.8% compounded daily

%EE‘EHHEI.EME!HI)"‘ ?%BB(1+B.B4EKE)“ SHEEC 1+, 845122
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SHEEC]+HE, B48.52 0 SEEAC1+8, B43.-3635
=y P EESHDD
F813.325z888 I213. 687273




Untitled.notebook May 03, 2016

p. 465

EXAMPLE 5 Estimating doubling times for investments

Rule of 72 ,
Both Berta and Kris invested $5000 by purchasing Canada Savings Bonds.

A 5imp|e formula for esti mating Berta's CSB earns 8%, compounded annually, while Kris’s CSB earns 9%,

—_—
the doubling time of an compounded annually.
investment; 72 is divided by a) Estimate the doubling time for cach CSB. Vi
the annual interest rate as a U
percent to estimate the
doubling time of an investment 72

e Ruleof 72=——

The Rule of 72 is most
accurate when the interest is ate

compounded annually.
D oub\l'rw) 1\:’% = :
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Present Value...

$ needed toto get a fixed amount later

7 A‘@I
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Compound Interest:
Present Value

Determine the principal or present value of an investment, given
its future value and compound interest rate.

EXAMPLE 2 Determining the present value of an investment that
p. 475 is compounded quarterly

Agnes and Bill are musicians. They have researched the costs to secup B~ % o &
a small recording studio. They estimate that $40 000 will pay for the J h
)

SOUHde‘OOﬁHg, recording equipment, ‘cll’ld cornputer hardware Ell'ld

software that they need. They plan to set up the studio in 3 years and

COI]lpOL]Ildﬁ‘d guarter V YO 54 lV?fO[’ it.

a) How much money should thf!} have avested?

have invested money at 9.6%
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HOMEWORK...

p. 468: Rule of 72...
#3 (only estimate the doubling time)
#5a & #8
Compound Interest (Future Value)
#10 & #12

p. 478: Compound Interest (Present Value)
H4, #6, #7, & #9
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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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compound Interest

[y

semi-annually

$80 105% 20a
Quarterly

$1200000 | 5%

2. Examine how varying interest rates and compoundin

A:/;zoouw(u”'z;

[i1¢)

g intervals affects the following investment.

Q@ (D L
Principal | Rate/a | Time Compounded Formula ) l Amount‘:] Interest
$12 000 8% 15a Annually A: JR Voo (,* o}‘z’ )/\ w%oééﬂg 5260[’603
$12000 | 8% | 15a | Semi-Annually 4 = [ oo (} F o} pe ‘))J/ 920,7 71226 920.77
z
$12000 | 8% | 15a Quarterl > o s o "op 2933
v Yoo (1F \f)?N 29 32237 227 322,37
$12000 | 8% |15 « 4 4 0:2)% 7 :
a Monthly |/}~ /) Uua( | + = ) 29 (;ao)’.O‘: 3,?763”3.0(:
$12000 | 8% | 15a Dail 2/ 0 0¥ \SYT5 |7 ~ /
ay (A=l 1+ ) T35r3k 16 P2 25K
$12000 | 8% 15a | Simple Interest ; z /jwo(o, o‘:‘)(. 3’) be Y00 7/‘7/ Huo
3. Which of Fhefm’,mmgjLIvestments r\yould be worth the most money after 20years? []
~5000 at 8%/a e $7000 at 6%/a $17000at2%/a ‘

\_compounded semi-annually

compounded daily

C

compounded monthly )
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