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unit 7

financial applications

simple interest

Change to a decimal

5
6

3
7

10%

1%

0.1%
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Change to a percent

5.7

3.1

0.5

0.07

Express as fractions of a year

3 months

4 weeks

155 days
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Principle - amount of money borrowed / lent / 
invested

Interest - money paid by borrower OR 
to an investor for the use of money

Loan - you pay interest on it

Investment - you earn interest on it

Banks pay you for the use of your money.

When you deposit $ in a bank account, the 

bank reinvests it to make a profit for 
themselves.

They pay you for part of this profit as your 

interest.
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        Year       Principal  Interest Earned Amount at the End 
of the Year

           1

           3

          4

          5

          6

          7

Simple interest  $500 invested at 12% annually 

           2

How much money will he have at the end of the 7 years?

I=Prt
time (in years)

interest principal rate (in decimal)
earned

Simple interest
- interest is earned on the original 
principle
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Simple Interest

Joe wants to invest $500 for 7 years at 12% interest.  
How much money will he have at the end?

Seatwork
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