MBF3C — Compound Interest

Date:

Changing Conditions on Investments & Loans

Terminology: TERM — The length of time that an investment is held or a loan is carried.

Some Truths About Interest
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. The higher the interest rate, the MORE

2. The longer the term of an investment or loan the MORE
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EXAMPLE: CHANGING INTEREST RATES AND COMPOUNDING PERIODS

Joakim would like to have $8 000 in 5 years. Determine the amount he would need to invest at

each rate to reach his goal.

a) 6% per year, compounded quarterly

b) 5.2% per year, compounded monthly

c) 4.8% per year, compounded weekly

6% compounded quarterly

5.2% compounded monthly

4.8% compounded weekly
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