Name Date Period

Interest

Interest - The fee charged by a lender to a borrower for the use of borrowed money.

The formula for finding the simple interest, | is given below:

Interest = Principal x Rate x Time I=peret

\ \ ™~ » Amount of time borrower has time to pay back loan.

» The percent of principal expressed as a decimal
Amount borrowed or saved.

If the problem states that the interest is calculated yearly, a problem which states the loan or amount
borrowed is 4 years, then let t = 4.

If the problem states that interest is calculated annually and the problem asks to find the interest
over 3 months, t would be expressed as a fraction of a year or t = 1/4 because 3 months is one-quarter

of a year.

If the problem states that the interest rate is a monthly rate and NOT annual, one month would be
equalto1ort=1. For 3 months t = 3.

Directions: For each of the following do NOT calculate the interest. Express what the value of p(principal),
r(rate), and t(time) would be for each problem.

1) Borrowing $3,000 at an annual rate of 5% 2) $3,500 in a savings account with an
over a three year period. annual interest rate of 1.5% over
a period of 2 and 7% years.

P= P=
R = R =
T= T=
3) Borrowing $500 at a monthly rate of 4% 4) Borrowing $ 3,400 at an annual rate
over a 6 month period. of 7.5% for a three-month period.
P= P=
R = R =
T= T=
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Directions: Calculate the simple interest in each of the following situations:

1) You deposited $5,000 into a savings account. The account earns 1.75% in simple interest
annually. How much interest will have been earned over a 2 year period?

2) Mrs. Atkinson used a credit card to buy a TV for $1,500. Her credit card charges her 2 2
percent monthly interest. How much interest will Mrs. Atkinson owe in one month?

3) You deposit $550 into a money market account for 9 months. The account earns
1.5% in annual interest. How much money is in the account after 9 months?

4) You take a car loan out from your bank for $12,000. You are charged 4% annual interest
over a period of three years. How much interest will you have paid over the three-year period?

5) A bank is offering its customers 3% interest on savings accounts. If a customer
deposits $1500 in the account, how much interest does the customer earn in 5 years?
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