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7.1  Simple and Compound Interest

:  Interest is earned only on the 

Simple Interest  Formulas: 

I = Prt A = P + I

P = Principal or original amount ($)
r = Rate of interest per year (decimal)

Veeta invests $900 at 5%/a for 7 years.
How much interest does she earn?
What is the total amount in the account?

Ex. 2 Margot invests $100 at 7%/ a for 5 years.

Complete the table to examine what happens to her investment.

($)

What type of

sequence does this 

Interest is constant:  $____/ yr
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Compound Interest:  
Interest is added to the principal for the next compound period.
Has the effect of paying/earning interest on interest.

Consider Margot's investment of $100 at 7% if the interest is 
compounded yearly.

($)

What type of

sequence does this 

Complete the table to examine what happens to her investment.

represent?

A = P (1 + i)n I = A - P

where

n = Number of compound periods

Ty
pi

ca
l c

om
po

un
d 

pe
rio

ds

weekly

bi-weekly

n = (# of years) x (# of periods per year)

http://time.com/money/4343323/compound-interest-returns-explained-magic/
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Ex. 2
end of

Ex. 3

OR

Ex. 4 Don has $24 000 invested in a University fund that 
compounded quarterly

achieve his goal?

-
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HOMEWORK
Pg. 423 # C3,3,5,8

Pg. 433 # 1,3d,5c,6,9,11,14
OR

EXTRA WORKSHEET ON WEBSITE


