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Compound Interest:

when a bank pays interest on both the
principal (original amount of money) and
the interest an account already has
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Compound Interest

14 nt

A=P|1+—
n

P= Principal
R= annual interest rate
t= time in years

n= number of times compounded per year
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If you have a bank account whose

principal ind your bank

ﬁom oounds the interest twice a
&ear at an interest(rate of 5%, how
much money do you have in your

account at the@
P= 1000
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N= A
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If you start a bank account with
$10,000 and your bank _
compounds the interes @

at an interest ra of 8%,)how

much money do you have at the

year’s end?

¥~ 10,000
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If you start a bank account with
S500 and your bank compounds the
interest quarterly at an interest rate
of 3%, how much money do you
have aer 5 years?
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The first credit card that you got

charges 12.49% interest to its

customers a

nterest monthiy) Within one day of

S re-your-frstcredit card, you max
out the credit limit by spending
$1,200. If you do not buy anything
else on the card and you do not make
any payments, how much money

)y
ou owe the compan ae
y pany aeg

onths?
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