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SIMPLE INTEREST:
I=prt

I =interest I=77

p = investment p=100
r=interest rate r=5%=0.05

t = time (years) t=2

I=(100)(0.05)(2)=/$10]
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Compound Interest Formula (including Principal)

Amount Interest Rate (decimal)
A r— P 1 + _l:_ nt Time (years)
| n
Principal Number of times interest

is compounded per year
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Principal Rate of Compound
Years Amount Interest Interest Amount
1 $100.00 5% $100.00 x 0.05 $100.00 + $5.00
= $5.00 = $105.00
2 $105.00 5% $105.00 x 0.05 $105.00 + $5.25
= $5.25 =$110.25
3 $110.25 5% $110.25 x 0.05 $110.25 + $5.51
= $5.51 =$115.76
4 $115.76 5% $115.76 x 0.05 $115.76 + $5.79
= $5.79 =$121.55
5 $121.55 5% $121.55 x0.05 $121.55 + $6.08

= $6.08 =$127.63
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