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Algebra	
  Ch.	
  8	
  

Algebra	
  8-­‐1:	
  	
  Compound	
  Interest	
  

Warm-­‐Up

	
  Change	
  from	
  a	
  percent	
  to	
  a	
  decimal.
1. 25%	
   _____________

2. 2.5% _____________

3. .25% _____________

4. .025%	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  _____________

5. .0025%	
   _____________
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Vocab Definition

principal

interest

annual yield

compound interest

Axn  

Ex:  10x4       x0 = _____ x4 = __________
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Examples

1. If	
  X	
  dollars	
  are	
  invested	
  in	
  an	
  account	
  at	
  5.2%	
  annual	
  yield,	
  ___________________

what	
  will	
  the	
  value	
  of	
  the	
  account	
  be	
  at	
  the	
  end	
  of	
  a	
  year?	
  	
  

2.	
  	
  Suppose	
  you	
  deposit	
  $150	
  in	
  a	
  savings	
  account	
  upon	
  which	
  the	
  bank	
  pays	
  an	
  annual	
  yield	
  
of	
  3%.	
  	
  Make	
  a	
  table	
  to	
  show	
  how	
  much	
  money	
  will	
  be	
  in	
  the	
  account	
  each	
  year	
  until	
  the	
  4th	
  
year.

Year Calculation Simplify Total $
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1. Suppose	
  $500	
  is	
  deposited	
  in	
  an	
  annuity	
  with	
  a	
  7%	
  annual	
  yield.	
  	
  If	
  there	
  are	
  no	
  deposits	
  or	
  
withdrawals,	
  how	
  much	
  will	
  be	
  in	
  the	
  account	
  after	
  8	
  years?

1. A	
  baby’s	
  grandparents	
  invest	
  $1000	
  on	
  the	
  day	
  their	
  grandchild	
  is	
  born.

1. How	
  much	
  is	
  the	
  investment	
  worth	
  on	
  the	
  grandchild’s	
  18th	
  birthday	
  if	
  it	
  earns	
  6.3%	
  
annual	
  yield?

2. How	
  much	
  interest	
  was	
  earned?

3.

4.


