Date Name

9.1 Simple Interest

) ) |
Snmi_!\@ \ﬂTEfP,th is interest paid only on the _AMO n

deposited or the amount borrowed, called the . The

!

’“’ifj’rm is the length of El‘m.L over which the money is deposited or
borrowed. The interest rate is often expressed * per annhum )

which means per year,

The amount of simple interest accumulated on an investment or loan is calculated using the

following formula: N
ollowing formula _L _?rt
Tisthe N\ EEIEgi __earned or due. Pis the r,ncrmp

risthe Fo&e _ _,expressedasa Jieéqu
tis the term.( {!ML } of the investisent or loan, in (%EQPS _ _

“or an investinent, you can calculaie the rotal vultiz at the en d of The term using this

‘ormula. = P(l + r": —_— ] zzii;
T ey

¥ 3 BT
Ais the _ QAMOUN of the investment, , /

Recall: Express each amount of time in years: 20 I e /5:,—,/-'
20 weeks @- . /,-:’g?:’- [ 3

36 months __ 3 —
54 months (‘?las/ —

s 18 imonths { D
s June /(2

- '3/
» 150 days 5

1. Caleulate the simple interest earned on each investment:
a) $500 for 6 months at 8% per year c) $450 for 6 years at 6%% per year

-I:Pf't I*’Prt
- 500(0.08)(05) 430 (0.0625)(6)
= %90 Blo8 75
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b)  $1000 for 2% years at 3% per year d)} $600 for 5 years at 3.75% per year

-__L::?f‘\’ T = ‘Pf't .
00003(25) - @(0.03%5)(5)

2. You decide to invest $300.00 from your savings. You have fwo options:
< Option A: Lend it to your parents for I year at an interest rate of 5% per annum.
< Option B: invest it for 3 years at a bank that pays simple interest of 6% per annum.

a) What amount of interest will you receive with each option?
Oghion k- T=Pet Op*\r\on R: 1= Pet
<300(003)() = 300(0.06)(3)
=50 - §5400

b) Desciibe an advaintage To choosing each option.

Opon A = Morg oot Yoo, Y praes, 1oy gt back g, peedod,
Oghion B Peecure, Tindons ol o8 %M -

3. Whai hopiens to ihe ainount of inteiest earned when the principal and the terin stay the sate
but The rate doubles?

T dodles

4. What happens to the ainount of inferest earned if the principal and the rate stay the same but
the term doubles?

(1 Aou&)\% v

5. How much money would you have after 10 years if you deposited $1000.00 at a rate of 4.50%
simple interest per annum. . -+ \
[ As P+ et
A il <I000( 1 + 8.0U30(10)
L Pet - 000

-1000(0.04Y\0y O K
-§uyso 75
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. To increase the amount of

Earning interest in a regular savings account is S\ﬁw
interest earned, investors may choose a Guaranteed Investment Certificate G [C
for the investor with an amount of interest

This investment involves very low __ (' 3\‘\
guaran‘reﬁd by the bank. While it pays _ MOY€.  thana regular savings account, it is usually

Do than other investments which may involve more risk.

worth

6. Ron's business has $22 000 in cash available to invest for a short period of time. He buys

a 6-month GIC that will pay 1.95% simple interest.
a) How much interest will he earn? b) Determine the future value of his

I ='Pr't' investment.
- 22000(0.0195)(0.5) 22000.00
— + 21450
= ¥214.50 2221450

7. Don invested $1000 for three years into a 6IC that matured at $1063. What was in the
simple interest r Te‘) _r 6, T: A-'P
Y
L= T?rt* AR N1 T B.02l | =1063-1000
P+ 160003

- =63
P-t. W t/—m - 2 -‘ y E— ‘Ow
| 3. Jon invested 515 GO0 wt 2.83% simple interest and cashed in 515 212 Huw loing was
his money invested for? _
P=15000 T=PRY
= 2.83%70.0a%2 L= X 223 35 yrs of G,
T = 1522.25-15000=22.25 e 15000000283

A terin deposit is similar to a GIC in that you guarantee the inoney for a set amount of time
and the bank guarantees the interest rate. Calculate the interest earned and future

value of each term deposit if $1500 is invested.

1 year term 2‘?.:;{::;21‘3'6 'ﬁ L{ q 25 a [Sq QS |
2 year term 5'1.0;/': simfple ﬁ qg [ ﬁ {5‘?3
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