Section 3.6 Mathematics of Finance

C_alculating the Amount in an account for Compound Interest Paid n times a year
you deposit P dollars at a rate r (in decimal form) subject to compound interest paid n times a year, then the

amount, 4, of money in the account after / years is given by
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1. You deposit $1000 in a savings account at a bank that has a rate of 0.95%. ¢ - O.wqg

Examples:

a. Find the amount, A, of money in the account after ﬁVe-yea.rs, subject to interest compounded
N = | annually. Round to the nearest cent. s
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e 2. You deposit $4200 in a savings account that has a rate of 1.125%. The interest is compounded
= quarterly.
el . F . r=0.01135
a. How much money will you have afgr'ten years? Round {o the nearest cent.
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b. Find the interest after ten years. -
4699.36 - 4200 = quq.aﬂ

=7
3. How much money should be dcpgited today in an account that earns 7% compounded monthly, so that

it will accumulate to $10,000 in eight years?
-y 12°8)

~A ( - [
_ 7 .01 p-($572).39)
10000 = P( | + =—
st s ol )
ANS W,
4, 1f John invests $2300 inasavmggsdccount with a 9% interest rate compounded quarterly, how long will 0.09
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s 5. What interest rate compounded daily (3 6? days/y333 is required for a $22,000 invﬁngnt to gro
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i Continuously
ccount when Compounding Intexjest ‘
(in decimal form) and the interest is compounded continuously, then the

Calculating the Amount in an a
If you deposit P dollars at a rate ™) : |
anz,ount, E of money in the account after f years 1s given by ‘ 5

rt
A — P e 1) where e ~ 2.71828 (use the e” button on your calculator)

Examples: ?
6. A single payment of $10,'360 is invested at an annual rate of 8%, compoundee continuously) Find the
balance in the account after 5 years. r-0.08 P =
=
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[314,918.25]

7. You have deposited $1000 in an account that pays 6.25% interest compounded continuously. How long
will it take for your money to double? 0.06 15

ocoo= [000
\ 20 © //.f/

\ @

gz = o.oﬁw'l—sqt

lnd = Ine
Ina = 0.0(aas{b\‘&,

8. When your initial investment is earning interest in an account with continuous compounding, find the
missing information given the various conditions.
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b) Initial Investment: $9,500  APR ? Time to double your money: 4 years
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