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COMPOUND INTEREST
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	You have $214.

ING direct offers 1.50% interest, each year.

How much money will you have after 10 years? 




(a) Calculate how much money you will have after 1 year?


(b) Calculate how much money you will have after 2 years?

 

(c) Calculate how much money you will have after 3 years?


(d) What is happening to the amount of money you have, from one year to the next?


	Year #

Money

0

$214

1

2

 3

4

5

6

7

8

9

10

11

12

13

14


	Fill out the table. 

Based on the table, come up with a function 
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Mt

, where 
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is the amount of money you have after 
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 years. 
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Once you finish this: check with Mr. Shah to make sure you have the right formula!

(e) Using your formula, calculate how much money you will have after 100 years?

(f) Using your formula, and your calculator, about how many years do you have to wait until you have $1000 in the bank? [Remember: be careful to change your window to something appropriate.]
Record what your calculator settings were.

Y1:

Y2:

xMin:


yMin:

xMax:


yMax:

xScl:


yScl:

APPLYING THIS TO OTHER PROBLEMS.
2. (a) Come up with a function that represents how much money you have in the bank, if you initially put in $521 and your yearly interest rate is 3.25%.

     (b) You put in the money now and forget about it. How much money will you have after 30 years?
     (c) When will you have $1000 in your bank account?
Record what your calculator settings were.

Y1:

Y2:

xMin:


yMin:

xMax:


yMax:

xScl:


yScl:

3. A $15,000 car depreciates by 10% each year. 
     (a) Find the value of the car after 1, 2, 3, 4, and 5 years. 
	Year

Car Value

0

$15,000

1

2

3

4

5


	Come up with an equation that gives you the car value after 
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 years.
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Ct
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     (b) How much will the car be worth after 10 years?


     (c) When will the car be worth $1,500?

Record what your calculator settings were.

Y1:

Y2:

xMin:


yMin:

xMax:


yMax:

xScl:


yScl:

HOMEWORK
1. Carl’s sister’s Risky Rita chooses to invest her $500 in a high performing stock portfolio that earns exactly 20% every year (compounded annually). Calculate the amount of money she has after 13 years.













2. A computer purchased at $3,500 depreciates at 8.5% each year. What will its value be in 4 years? When will it only be worth $500 (use calculator)? 

















3. Suppose that $30,000 is invested at 4.5% interest compounded annually. What will the value of the investment be after 5 years? How long will it take to accumulate $150,000 (use calculator)?















� Assume the bank does not round – they give you fractional pennies!
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