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Math for Everyday Life, Grade 11

MEL3E

	Week 7
	Exercise
	Compound Interest


Example 
LOOK VERY CAREFULLY.

The amount being invested is $6500 (P=6500).  

It is being compounded annually (once a year).  

It is invested for 3 years.  

	Rate per year %
	Compounded
	Compounding periods in a year
	Rate per compounding period (i)
	Term (years)
	Number of compounding periods (n)
	Amount 

A = P(1 + i)n

	5%
	annually
	1
	5 ( 1 = 5

5% as a decimal is 0.05

i = 0.05
	3
	3 x 1 = 3

n = 3
	A = 6500 (1+0.05)3
   = 6500 x (1.05) 3
   = 6500 x (1.157)

   = $7524.56


1.  The amount being invested is $4500.  Complete the last box.

	Rate per year %
	Compounded
	Compounding periods in a year
	Rate per compounding period (i)
	Term (years)
	Number of compounding periods (n)
	Amount 

A = P(1 + i)n

	7%
	annually
	1
	7 ( 1 = 7

7% as a decimal is 0.07

i = 0.07
	4
	4 x 1 = 4

n = 4
	A = 


2.  The amount being invested is $3200.  The investment is for 3 years.  Complete the missing boxes.

	Rate per year %
	Compounded
	Compounding periods in a year
	Rate per compounding period (i)
	Term (years)
	Number of compounding periods (n)
	Amount 

A = P(1 + i)n

	4.5%
	semi-annually
	2
	
	
	
	


3.  The amount being invested is $8200.  The investment is for 5 years.  It is compounded semi-annually.  Complete the missing boxes.

	Rate per year %
	Compounded
	Compounding periods in a year
	Rate per compounding period (i)
	Term (years)
	Number of compounding periods (n)
	Amount 

A = P(1 + i)n

	6.5%
	
	
	
	
	
	


4.  The amount being invested is $10 000.  The investment is for 2 years.  It is compounded quarterly.  The interest rate is 9.25%.  Complete the missing boxes.

	Rate per year %
	Compounded
	Compounding periods in a year
	Rate per compounding period (i)
	Term (years)
	Number of compounding periods (n)
	Amount 

A = P(1 + i)n

	
	
	
	
	
	
	


5.  THE CHALLENGE

You have won $550 000 in the lottery!  You are 18 years old, and you want to save your money until you are 28 (that’s 10 years).  You invest it at 8.75% for ten years.  It is compounded semi-annually.

Have fun with your calculator.  (It will be easy if you have a yx button)

	Rate per year %
	Compounded
	Compounding periods in a year
	Rate per compounding period (i)
	Term (years)
	Number of compounding periods (n)
	Amount 

A = P(1 + i)n

	
	
	
	
	
	
	














