GROWTH & COMPOUNDING

(Simple Interest, Compound Interest, & Growth)
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Simple Interest is calculated only on the Principal. Principal (P): Original sum of money.
srﬁ]%?;g?u“dmg Growth is calculated on the Rate of Interest (R): Annual percentage rate of interest.
: . _— i rn): Time peri lyi .
Compounding Growth is calculated on the Principal Thee 1.0 .“} il l[rusual ¥in years)
Plus any previously accumulated interest at Interest (1): Extra money paid or earned.
deccoundat intervals. Amount (A): The final total sum (A = P + Interest).
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Compound Interest Formula: Simple Interest Formula:
4 Sl _ PxRxT _
A=P(1+235) Cl=A-P Sla=ti— A=P+8
Example: P = 5000, R = 10%, n = 2 years Example: P = %5000, R = 10%, T = 2 years
Calculation: A = 5000(1.1)% = £6050. Calculation: S| = 1000.
Cl =%1050. A =26000.
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|| KEY QUESTIONS:
BASIS Sl Cl | » Finding the difference between Cl and Sl
Interest On original On P + accumulated * (Calculate rate or time
Calculation: Principal only. Interest. || * Population growth/depreciation problems
| Cconstant every increases every | || * Population growth/depreciation problems
SIS O period. period, Note: Growth rate vs depreciation rate in growth rates
) Linear Growth | Exponential Growth | ns depreciation rate is difference of growth rate.
Growth Type: (straight line). (curved ling). | :': ‘:;
AMOUNT formulas for Cnmpuundlng Frequencies 0
R AN o 4n * Investments: Stock growth L-ﬂ-'
A=P(1+ !l::u:}) A=P(1+ ﬁ) A=P(1+ ﬁ] « Population Growth: Increasing numbers
(L Note:Cl=A-P | ]| e Depreciation: Value reduction i -,
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A cl « |dentify P, R, T/n. '@
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= i 3t formula: 31 = =50 The summarizes the
= ¥ S g . iR _ReAD power of compounding
E [ W CliAmount (Annual): A = P (1 3 mﬂ) for long-term growth.
Princinal + P . = Half-Yearly: R halved, n doubled. Compound interest,
e = « Growth Rate (+) vs Depreciation Rate (-) and its significance
L Time (T) g _* KeyIdea: Interest is added each period. || over simple interest. 4
s =
X Remember: Always identify variables before calculating, C! is always greater than or equal to S1 for same P, R, T (for T =1 yr).




