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Essential Question 4/15/2021

How can I use exponential functions to
solve compound interest problems?

Standard:
MGSE9-12.A.CED.2

Create exponential equations in two or
more variables to represent relationships
between quantities. (The phrase “in two or
more variables” refers to formulas like the
compound interest formula, in which

A = P(1 + r/n)" has multiple variables.)



Day 4 - Applications - Compound Interest 2021 Notes.notebook April 15, 2021

Compound Interest

As you get older, you will come to learn a great deal
about investing your money...savings accounts, stock
market, mutual funds, bonds etc. Today, we are
going to learn about compound interest, which 1s a
form of saving and earning money by lettlng it sit in
an account over time.

Compound Interest is interest earned or paid on
both the principal and previously earned interest.

In middle school, you learned about simple interest,
which is interest that is only earned on the principal.
It’s formula 1s I = Prt, where P represents principal, r
represents rate, t represents time, and I represents
Interest.
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Compound Interest

\ — P11 )

A = balance after t years
P = Principal (original amount)
r = interest rate (as a decimal)
N = number of times inferest is compounded per year
t =tfime (in years)
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Example 1 AP (H’{' "

Example 1: Write a compound interest function that models an investment of $ 000 at a rate of 3%

gomé%g—;mly. Tf;nd the balance after 5 years. 5 pra —
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Example 2

Example 2: Write a compound inferest function that models an investment of $18,000 at a rate of 4.5%

compounded annually. Then find the balance after é years. —— —
-~ 18,000 D-
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Example 3

Example 3: Write a compound inferest function that models an investment of $4,000 at a rate of 2.5%
Comgounded monTth Then find the balance after 10 years. -_—
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Quick Check - 1 B: Q(Ji‘ob)

A pot of soup, currently at 84 C is left out to
cool. If that tfemperature decreases by 5%

per minute, what will the temperature be in 5
minutes?

kﬁ: ‘Y <\ —0- o5>5
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Quick Check - 2

The population of a small fown started at
233 people in 1999. If the population grows
at a rate of 16% per year, how many
people are now in the town in 2006¢

\5: Q%3<l+0-\6>7
+_ Doob—\44q :77
4 =223 |- 1b)
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Growth & Decay Digital Escape Activity

3 =Tl

Type your name, ’rhen C||Ck NEXT
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Closing:

If there is a % change, the
base for growth is (_lt" )
and for decay is (=" ).

What's going to be the base of
the exponential function in the
following cases?

10
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O« O -\

1. 20% increase 2. 15% decrease
| Lo 2 |- ©- 1D
]2 - 05

3. 8% increase 4. 4% decrease
0 0% 0-6Y4
| -0 DY = (-0% —o°% —o g¢

5. 12.5% increase 6. 42.5% decrease

9515
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