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Section 9.2: Simple Interest

mSimple Interest

x lﬂ" efe <t is the dollar amount that we get paid for lending money or pay for borrowing

money.

*  The amount of money that we deposit or borrow is called the ﬂf e /04-0

* The amount of interest depends on the principal, the interest mi’@ , which is glven as a percent
and varies from bank to bank, and the length of time which the money is dep051ted

oo mmlg \Mero<t involves interest calculated only on the principal.

Felb e T = wMerest r = rafe

P =/or'//lat‘/daQ t= tiye (in VEAﬁS)

To calculate simple interest:

(The rate r, is expressed as a (Qea‘ M t(ﬁ when calculating simple interest.) €~ Given as %
convert o &ecmaﬁ
Example I: A student took out a simple interest loan for $180Q for two years,at a rate of 8% to purchase anew
car. Find the interest of the loan. P = 1800 =2 r=,0%
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Example 2: Fred made an investment for 5 years at a rate of 6%, and ending up earning $120 in interest. How
much was the investment for? Also, at the end of 5 years, what was the future value of his investment?
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{l;“uture Value: Principal Plus Interest
The -F,A-urg Valu e l/;/_l] of P dollars at simple interest rate » (as a decimal) for 7 years is given by

e Pisalso known as the loan’s7)0resw+ Vd,po(e,.

Example 3: A loan of $1060 has been made at a simple interest rate of 6.5% for three months. Find the loan’s
future value. P =% 1060 r= 5065 t=,25 (in terms of years)

A=F+r]l- 1P} AePri ot

"7 = 10¢0(.065)(.25) ) 4 = 106D +17.23
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Example 4: You borrow $2500 from a friend and promise to pay back $2655 in six months. What simple
mterest rate will you pay? FWQ R I & f {/
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mDiscounted Loans
This is
Some lenders collect the interest from the amount of the loan at the time that the loan is made.

called a 0
* The interest that is deducted from the loan is the &é 1SCouUA t

Example 5: You borrow $10 000I on al/lf)i%;dfscounted loan for a period of

P=
a. What is the loan’s discount? =% Jddd’fp I’f"er CS+
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b. Determine the net amount of money you receive

(0000 — G646 .L7

9535.33

c.  What is the loan’s actual interest rate? Siace 301& 4411441203 mlj rece‘::za Q333.33) :
; Je o as the Pr':/\(llAauQ,
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Example 6: Christina needs to borrow $3000, and she has two different options from her lender
Which option allows her to pay t '
Option A: The length of the loan is 4 years, at an interest rate of 6.8%.

Option B' The length of the loan is 3.5 years, at an interest rate of 8.2%
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