Untitled.notebook November 24, 2016

~ Ai 1 Pt
CAMWARM-UP s
Af (”’J: P E RN
T
You earned $107.42 simple interest on a A
$67137 investment over foit years. (.{ dk‘

What was the

I =Y (- L

T (Y
:/L():/,»L//‘)‘ /(IOOH/.
W1 3104

5 LH,



Untitled.notebook November 24, 2016

HOMEWORK Questions?
0. 452: #1 -6, 10, 11 vy
| = Prt]
A=P+)
OR

A=P +Prt
[A= P(1 + rt)]
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2 Cam has $5000 to invest. He wants his principal to grow to $6300 A ~ ? T @
in 9 years so that he can afford 2 new drum kit 9 _ f

a) What simple interest rate will allow him to meet his goal?
b) Suppose that interest is paid semi-annually and Cam withdraws all

the money after 3.25 years. How much money will he ham_-#
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6. a) A $12%DD Canada Savings Bond has a term of lﬂﬁrs. What /I/ ~ 9 - P
Aintf:rest rate is needed for the future value of the CSB to be P

$15,000 at maturity?
_ (50

b) Suppose that the interest rate from part a) was increased by 1%.

What would be the future value of the CSB at marturity? ( } Dw
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11. A bank is offering a simple
interest rate of 3.2% for

a gua_ranteed investment

certificate with a 5-year term.

a) ‘Whaould
you need to invest if you
wanted to have $20 000
at the end of the term?

b) How long would it take
for the value of the GIC to be $25 000?
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3. a) Principal of $1000 is invested at 5% simple ingerest, paid
annu;ﬂly, for 5 years. What is th¢rate of return?
b) Which option below would yield the greatest future value?
What is the rate of return for this option?
A. increasing the principal to $11:}5[} / , Y\
B. increasing the interest rate to 6% )O (\ |
C. paying interest every 6 months

¥

D. increasing the term to 6 years
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rate of return

The ratio of money earned
{or lost) on an investment
relative to the amount of
money invested, usually
expressed as a decimal or

a percent.
g t
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EXAMPLE 3

p. 448

November 24, 2016

Determining the duration of a simple
interest investment

Ingrid invested her summer earnings of $5000 at 8% simple interest, pa.id

:mnually. She intends to use the money in a few years to take a holida}'

with a girlfriend.

ifHCIW long will it take for the future value of the investment to grow

to $8000?
b) What is Ingrid’s 'rate of return

Ingrid’s Solution

a) A=P+ Prt

Pis $5000.
ris 8%, or 0.08.
A is $8000.

8000 = 5000 + (5000)(0.08)¢

3000 = 400¢
75=1t

It will take 8 years for the future

value of the investment to be
at least $8000.

After 8 years:
A=P+ Prt

A = 5000 + (5000)(0.08)(8)

A = 8200

!

| knew P, r, and A. | determined
t by substituting these known
values into the formula

A = P + Prt and solving for t.

Because | needed to isolate ¢, |
knew that the A = P + Prt form
of the equation would have
fewer solution steps than the
\.,A = P(1 + rf) form would.

_____ i”I knew 7.5 years would not

work because the interest is paid

annually. This meant that | had to
round up to the next whole year.

It also meant that, at & years, the

future value would be more than
\}BUOD,

Ar 8 years, the furure value will be

$8200.

Interest earned:
$8200 — $5000 = $3200

3200 .
Rate of return = ——

5000
Rate of return = 0.64

The rate of return is 64%

over 8 years.

e

| determined the interest earned
by subtracting the principal from
“"\%111(-:- future value.

r"-I compared the interest earned
with the principal to determine
uhe rate of retum.
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EXAMPLE 3 Determining the duration of a simple
p. 448 interest investment

Ingrid invested her summer earnings oat 8% simple interest, paid

annu:dly. Sl’lC il'l(CﬂdS Lo use [I'IIE‘ moncy in a fCW }'CZlI'S o tal(c a holida}'
ith 2 girlfi (4
with a gll‘ riend. ¢ )

= —

a) (How long)will it take for the future value of the investment to-srewy
=

b) WhatTs Ingrid’s rate of return ?
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EXAMPLE 4 Determining the rate of interest on . 450

() asimple interest investment
Grant invested a simple interest Canada Savings Bond (CSB)

that paid interest annually.

—_—
a) If the future value of the CSB ig
interest rate does the CSB earn?
b) Grant cashed in the bond after 4.5 years because a house he had been A p +

ﬂdmll’lﬂg came up F'DI' SZIIE ill'lIEI ]f'l'E' I'IEECIECI d d'DWD Pﬂ.}-’mEl’lt HDW 1TIL1CI.'I _

' money did he have for the down payment?
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PRACTICE rearranging... I = Prt

morksheet - Rearranging Simple Interest.pdf

/P

I

£\

When finished...PRACTICE rate of return (ROR)
Text p. 452: #3 & #12
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Attachments

Q Worksheet - Rearranging Simple Interest.pdf



Simple Interest Worksheet

1) a) The formula for simple interest is:

b) Rearrange this formula to find:

i) Time: ii) The interest rate: iii) The Principal:

Answer each of the following...

2) If Michael invests $2000 in the bank at a rate of 5.5% for 6 years how much
interest will he make?

3) Kelsey takes out a loan for $6000 to start a business after high school. The bank

charges her 8% interest for the loan. After 5 years how much interest will be added
on to the loan?

4) Jessie invests $3345 in the stock market. Over the 3 years she has this invested

she gets an average return of 7.8%. How much will her investment be worth after the
3 years?

5) Scott takes gets a student loan to go to college after high school. If he pays $750
in interest at a rate of 3%, how much must the loan have been for originally?

6) Taylor has just won 54,250 from the 50/50 at the Sea Dog's game and decides to

invest all of it. If he makes $1275 with a 5% interest rate, how long must he have
had the money invested?

7) At what rate would you need to invest $12000 and make $2880 after 8 years?

8) What will the total value of an investment of $5000 be if it has an interest rate of
7% and is invested for 20 years?

9) Morgan has an investment worth $130,000 dollars after 20 years. If his original
investment was for $50,000 what must the interest rate have been?
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