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Lesson 6.1

Compound Interest

Your Name

Mrs. T

    /   /

Notes

Compound 
Interest

If the situation says: compounded....

  A = P(1+   )nt  
A = Accumalated amount (ending amount)

P: Principal amount (starting amount)

r: rate of interest as a decimal (positive if 
growth, negative if decay)

n: number of times a year it is compounded

t: time

r   
n

compounded quarterly:

compounded monthly:

compounded weekly:

compounded annually:

compounded semiannually:

compounded biannually:

Compounded 
Meanings

apron 
ant

the percent is taken from the newest 
amount and added to make a new total
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Determine the amount of an investment of 
$100,000 if it is invested at an interest rate of 
5.2% compounded quarterly for 12 years.

Step 1:    A= ? P= r= n=    t=

Step 2: Plug these in A = P(1+   )nt r   
n

When Jing May was born her grandparents invested 
$1000 in a fixed rate savings account at a rate of 7% 
compounded annually.  The money will go to Jing when 
she Turns 18 to help with her college expenses.  What 
amount of money will Jing receive from the investment?

A = P(1+r)t  or   A = P(1+   )nt r   
n ?
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Determine the amount of an investment of $2500 if it is 
invested at an interest rate of 5.25% compounded 
monthly for 4 years?

A = P(1+r)t  or   A = P(1+   )nt r   
n ?

You have $1000.00 that you want to invest.  You find a bank that 
offers a 5% interest rate and compounds quarterly for savings 
accounts.  

What is the balance in the 
account....

P = ______ r = _____ n = _______

Equation:

A year? 2 years? 10 years?
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Suppose $5,000 is invested in a savings 
account at an 6% interest rate.  How much is 
in the account after 10 years if the money is:

a. compounded annually?

b. compounded quarterly?

c. compounded monthly?

d. compounded continuously?

6.2
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https://www.desmos.com/calculator/qe6f7o8pzf 

Formula for Continuous 
Exponential 
Growth and Decay

A = Total Amount
P = Initial Amount
 r = rate (written as a decimal)

t = time (in years)

+  
growth

   decay

A = Pert
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How much should be invested at an interest 
rate of 4.5% for 15 years to obtain the 
accumulated amount of $1,000,000 if the 
principal was compounded continuously.

d.) How long does it take for the 
number of flies to be more than 100?  
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