Investment Extension for Tim & Tom Name_ {(*% / '

Algebra 2

Compounding Interest when Making Deposits:

a-p W) =g

7
P=the value at the end, r=interest rate as a decimal, t=number of periods, P=deposit amount

Compounding Interest when NOT Making Deposits:

A=P(l+r)
S=value at the end, i=interest rate as a decimal, n=number of periods, P=principal invested

Use the following scenario to answer question #1-4:

Suppose you deposit money into a savings program that earns 7% annually.

1. If you deposit $500 every year for 15 years, how much money will you have after 15 years?
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2. Suppose you leave the money in the account for another 15 years after you stop making deposits.
How much money would you have after the 30 total years of investing?

3. How much longer would you have to keep the money in the account to have over $50,000 in the
account?

4. Suppose you continued to deposit $500 every year for 30 years. How much more money would you
have if you made deposits the entire time than if you stopped after 15 years and let the money ride?
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Use this scenario for question #5-9: Suppose you and your friend both start working at the same time.

You are both age 22 when you start working. You smartly use what you learned from the Tim and Tom

Activity and invest immediately. You invest $4000 per year for the first five years and then decide to let your

money ride for the last 25 years of your career. Unfortunately, your friend never heard the story of Tim and

Tom. Consequently, they fail to understand the importance of investing early in life. Your friend waits fifteen

years before investing. After the fifteenth year of work your friend decides to begin to invest $5000 per year

for the last 15 years of their career. Suppose you both invest at 10% annually.

5. Complete the table to represent the investment scenario.

6. How much total money did you deposit?
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7. How much total money did your friend deposit?

S,000

8. Who will have more money at retirement? Why?
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9. What if you only invested for 1 year and then let your mokney ride for 29 years? Would you have more
money than your friend at retirement? Explain.
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For question #10-12: What plan would be better? After, determine the amount of money deposited for
each plan. Also, what does each problem teach you about investing?

10. Over a period of 30 years:
a.) Depositing $2,000 for twelve years and letting it ride out in an account that gains 8% annually.

b.) Depositing $2,000 for ten years and letting it ride out in an account that gains 10% annually.
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Which plan is better?_____}fl\*_m_______
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Amount of money deposited into plan a.)_<., 97

Amount of money deposited into plan b.) 2,000 10

What does this teach you about investing?
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11. Over a period of 40 years:

a.) Depositing $10,000 for the first thirty years and letting it ride in an account that gains 9% annually.

b.) Depositing

$8,000 for all forty years in an account that gains 9% annually.
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Which plan is better? e

Amount of money deposited into plan a.) [0, 005 - 20

Amount of money deposited into plan b.) ¢ 0001 D

What does this teach you about investing?
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12. Over a period of 50 years:
a.) Depositing $100 for all 50 years in an account that gains 10% annually.
b.) Depositing $1,000 for the last ten years at 10% annually. ‘ 5
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Which plan is better?




