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7.2   Compound Interest
Present Value (P or PV):

Principal that needs to be invested/borrowed now to achieve a future goal.
PV can be calculated when the interest rate, compounding period 

Present Value Formula:  Use compound interest formula, rearranged for 

 = P 
A = Amount at end of investment ($)
P = Present value/principal ($)
i = Interest rate per compound pd.

payment for a 
car.  How much does she need to invest now at 6.3%/a compounded 
monthly?

Ex. 2 David plans to put money into an RESP so that he has $9000 in 5 
years.  Which opƟon is the best deal for David?

a) 7.2% compounded semi-annually b) 6.5% compounded bi-weekly
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Ex. 3

Ex. 4

- 4000

1
number of compound periods per year

Put as a 1 as no payments 
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Ex. 6

4.2% compounded semi-annually
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Ex. 8
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