Compound Interest
The compound interest formula for the amount 4 in an account after ¢

. - r ;
vearsis R = P(1+ Mva
where P is the principal, r is the annual interest rate as a decimal, and 7
is the number of times per vear that interest is compounded.

Suppose a college savings account is paying 7% annual interest
compounded » times per year. You will investigate how increasing #
affect the value of $1000 invested in the account after 18 years.

Rewrite the formula for 4 to represent this problem.

kA”

T

Complete the table. Round ( 1 + - }™ to five decimal places.

Compounding . (1+ Hv nt Amount after
frequency n 18 years

Annual 1

Semiannual 2

Quarterly

4 Monthly

Daily 365

Hourly

Every minute | 525,600

Every second
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