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YEARLY Commonly knowr| Every year : _]_tirines
as annually : !
MONTHLY Every month I 12 tiines
SEMI-ANNUALLY Twiceayearoreverysix | 2
months i
QUARTERLY Fourtimes a yearorevery j 4
three months :
***\Weekly, although less common, occurs: 52

year

per year)
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Doubling an interest rate or term more than doubles the total

Interest
—>This is due to the effects of compounding.

e greater the

The more frequent the compounding period,ﬂ
effects of any changes to the investment or loan:

::35‘
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Use present value formula!!!

P=A@l+i)™"
A= 5000 P =5000(1+0.01)>*
P =5000(1.01)

i=r/N Represents
=0.04/4 quarterly | P= $3937-8t
=0.01 compounding :
Tyler will need to t°$8937.83
n=yN to have $5000 in six'ye
= 6(4)
= 24 |
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Use present value formula!!!

P—Al+i)™"

A sl P = 5000(1+0.01125) %
_ 24

N D P —5000(1.01125

=0.01125  compounding -

Tyler will need {0 Irivies
n=yN to have $5000 in_six
= 6(4)
=24
CABILAN MATH ONLINE.COM



“mgn LH S =\S ) \YIE S l/SANKNSIHINKST [ mll =S \S\CJN P LGN ) \Y)|
J B-_.l' INVESTMENTS AND LOANS

compounded quarterly”
Tyler will need to invest $3937.83 to have $5000 in six years.

(b) How much would Tyler need to invest today at 4.5% per year,
compounded quarterly?

Tyler will need to invest $3822.66 to have $5000 in six years.

(c) What effect did the higher interest rate have on the F@n '
Investment? :

smaller
—> At a higher interest rate, Tyler would make a sm
obtain the same amount after six years CABILAN MATH ONLINE.COM
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How much will Kendra’s investment be worth in five years?

P =500 _ 1\
Compounded A= P(1+ I)
I=r/N annually —
N e =500(1+0. 107)
=$831.2(
n=yN
f g(l) Interest earned =A< P
- After five years, Kendra will = $831.20 — 500

have $831.20 and earn — $§31 20
$331.20 in interest CABTLAN MATH ONLINE.COM
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How much will Kendra’s investment be worth in five years if the interest rate was
doubled?

P= _ i\
e Compounded A P(1+ I) -
= N Bl =500(1+0.214)
=0.214/1 . 5
= 0.214 =500(1.2
=$1318.
n=yN
=5(1) Interest earned = A< P
=5 After five years, Kendra will = $1318.45 ~ 500
have $1318.45 and earn = $818.45

$818.45 in interest CABTLAN MATH ONLINE.COM
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Interest earned =A—-P Interest earned =A—-P
= $831.20 — 500 = $1318.45 — 500
= $331.20 = $818.45
=
When the interest rate was doubled, the interest ‘\.3'\
earned was almost triple S
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