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GCHAPTER &1 SIVMPLE and COMPOUND INTEREST
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FORMULA: A=P+PrtorA=P+]

For both formulas:
A = Final amount (or Future Value) L
P = Principal amount or investment [
= Interest rate per year (per annum)
t =time (in years)

The rate of change for simple interest is the interest being added tgft e
principal, so it is linear growth. CABILAN MATH ONLINE.COM



GRRFRER &.1 SIVMPLE and COMPOUND INTEREST

factor 1 + i, so it is exponential growth.
A = Final amount (or Future Value)

— ys
FORMULA A= P(1+i)" p = principal amount or investment

i = Interest rate per compounding n = Jotal # of compounding
period, where

i — r or i— Interest rate per year
N #of compounding periods per year
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GRRFRER &.1 SIVMPLE and COMPOUND INTEREST

factor 1 + i, so it is exponential growth.

A = Final amount (or Future Value)

— ys
FORMULA A= P(1+i)" p = principal amount or investment

i = Interest rate per compounding REMEMBER...
period, where

r . Interest rate per year change the peérce

i =— 0Ori= . e
N #of compounding periods per year 9e€cimalby divig

EXAMPLE:
5%
=5/100
= 0RBAN MATH ONLINE.COM



CHAPYER 8.1 SIMPLE and COMPOUND INTEREST

P =500 Step 1: Find the interest amount
I =Prt
r=0.04 1 =500(0.04)(10)

A=500+200 years at4% per year, s |h?
interest.

| A=5700 | CABILAN MATH ONLINE.COM




CHAPYER 8.1 SIMPLE and COMPOUND INTEREST

Method 1: Using the formula A = P(1 + i)"
b= 500 A=P(1+1)"

A=500(1+0.04
i=r/N / Represents annually \
=0.04/1 (once per year) 04):

= 0.04 | 4=9$740.121

n=yN Lawrence will have $740.12
=10(1) 10 years at 4%, compou dé )

=10 annually CABILAN MATH ONLINE.COM



GRRAFEER &.1 oINPLE and COMPOUND INTERES |
[ Year | A=P() | _Amount |

0 $500
1 A=300(1+ $520
0.04)
2 A=2320(1+ $540.80
0.04)
3 A =540.80(1 $562.43
+ 0.04)
$500 investment at; 4/ 100 . A=562.43(1 | $584.93
=0.04 + 0.04)
(ii) 4% per year, compounded 5 A=584.93(1 |$608.33
annually. +0.04)
Method 2: Using a chart 2 '2‘6 82)8'33(1 $632.66
7 A=632.66(1 $657.97
P = 500 +0.04)
8 A=657.97(1 |$684.29
_ +0.04)
Uik 9 A=68429(1 |$711.66
=0.04/1 + 0.04)
= 0.04 10 A=711.66(1 |$740.13
+ 0.04)
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CHAPYER 8.1 SIMPLE and COMPOUND INTEREST
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