
16.4 – Compound Interest 
 

Compound Interest Formula 

𝐴 = 𝑃 (1 +
𝑟

𝑛
)

𝑛𝑡

 

𝐴 =  𝑏𝑎𝑙𝑎𝑛𝑐𝑒 𝑎𝑓𝑡𝑒𝑟 “𝑡” 𝑦𝑒𝑎𝑟𝑠 
𝑃 =  𝑜𝑟𝑖𝑔𝑖𝑛𝑎𝑙 𝑎𝑚𝑜𝑢𝑛𝑡 𝑖𝑛𝑣𝑒𝑠𝑡𝑒𝑑 
𝑟 =  𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑟𝑎𝑡𝑒 𝑖𝑛 𝑑𝑒𝑐𝑖𝑚𝑎𝑙 𝑓𝑜𝑟𝑚 
𝑛 =  𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑡𝑖𝑚𝑒𝑠 𝑝𝑒𝑟 𝑦𝑒𝑎𝑟 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑖𝑠 𝑐𝑜𝑚𝑝𝑜𝑢𝑛𝑑𝑒𝑑 
𝑡 =  𝑛𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑦𝑒𝑎𝑟𝑠 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑖𝑠 𝑐𝑜𝑚𝑝𝑜𝑢𝑛𝑑𝑒𝑑 

 
Change the following percents into decimal form. 

1. 25% 2. 10.5% 3. 4.5% 
 
 
 

 
Examples: 

1. The amount of $500 is deposited into an account that pays 9.5% 

compounded monthly.  What is the balance in the account after 3 years? 
 
 
 
 
 
 
 

2. How much would you deposit in an account that pays 6.5% interest, 

compounded semi-annually, to have a balance of $5000 in 15 years? 
 
 
 
 
 
 
 
 
 

 


