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[bookmark: _GoBack]The formulas for calculating Simple Interest and Future Value are:
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Answer
                       I = P x r x t  
                       I = 32500 x  0.0145 x            ****           Note: r must be a decimal and t must be in years****
                    I = 235.63

FV = 32500 + 235.63
      =32 735.63
The future value of Ryan’s investment is $32 735.63.

Example 2: Cody borrows $300 from Chris to get his car fixed. He plans on paying Chris back on payday, which is 10 days from now. Chris charges Cody an interest rate of 35%/a on the loan.
(a) How much interest will Cody pay?
(b) What is the total amount Cody will pay Chris to clear the loan?

Answer:
 (a)        I = P x r x t
              I = 300 x 0.35 x 
              I = $2.88

(b)   A = 300 + 2.88
           A = 302.88
Cody will pay Chris $2.88 in interest. To repay the loan he must pay $302.88
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Ex 3:
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P = 3000
r = 10% = 0.10
I = 900
t= ?

Rearranging the formula for t gives
                  t  =  
                 t =  
                t = 
                t = 3

Janet had the loan for 3 years.

Ex 4:
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Answer:

I = 216
r= 6% = 0.06
t = 3
P = ?

                          P = 
                         P = 
                         P = 
                         P = 1200
Tom’s loan was for $1200.

Extra Practice Questions from the book: p. 232-233 #1 to 8
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How can we change the formula to find
principal instead of interest?

I=Prt
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Quick way to rearrange formula:
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Janet gets a loan for $3000. The bank charges a simple
interest rate of 10% on this loan.

If she ends up paying $900 in interest how long must
she have had the loan for?
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Tom needs new parts for his drum kit so he borrows money
from the bank. The bank charges him 6% interest and he has
the loan

for 3 years. If he pays $216 in interest what must the original
loan have been for?





image1.png
GIC (Guaranteed Investment Certificates)

- any investment that is very low risk because
the investment and any interest earned are
guaranteed by the bank

- tend to pay higher interest than bank accounts
but lower rates than some other investment
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Term Deposits

- an amount of money deposited for a fixed
length of time

- there may be penalties for withdrawing the
money before the end of the term
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Simple Interest

-interest that is paid once, generally at the end of the time period of
the investment

-sometimes called regular interest

Future Value

- the value of an investment at the end of a certain time period
- also called the final amount (A)

Present Value

- the amount of money that is invested

- also called principal




image4.png
Simple Interest \

I=Pxrxt

| is Simple Interest

P is the present value
ris the interest rate

tis the length of time the

money is invested in years

J

Future Value
FV=P+]|

Sometimes
written as

A=P +|
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Ex.1 Ryan takes $32 500 he won from Big Brothers Gold Rush and buys a 6 month GIC that will
pay simple interest at 1.45%.

What is the future value of Ryan's investment?




