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compound interest

Learning goals - review new vocabulary
- determine the difference between simple 

and compound interest
- calculate compound interest

Principle
Interest
Loan
Investment
Simple interest
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        Year       Principal  Interest Earned Amount at the End 
of the Year

           1

           2

           3

          4

          5

          6

          7

Compound Interest  $500 invested at 12% compounded 
annually

Future Value - total amount after a certain period

A = P ( 1 + i ) n

amount in 
the future

principal

interest rate/compounding 
period

number of compounding 
periods

Compound Interest - interest is earned on the 
principle and on the interest 
already earned
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Compounding Period

 annually
 semiannually
 monthly
 biweekly
 weekly
 daily

ex. Joe invests $5000 at 2% compounded monthly.  
How much money will he have 5 years later?
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Nathan borrows $2000 at 8% compounded 
semiannually for 3 years.  

How much will he have to pay back at the end?

Michael invests $10000 at 2% interest for 5 years.

He wants to know if he should do compounding weekly 
or monthly?

On the Boards...
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Jennifer owes $1875.00 on her credit card.  Visa charges 
23% interest compounded daily.  How much does she 
have to pay back if she is 15 days late with her payment?

Seatwork / Homework
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