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Compound Interest at F Tier 

Compound interest at F Tier
When £P is invested in an account paying r% compound interest per annum (p. a.), the value, £V, of investment after n years is given by 
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Exercise 

1.  Work out the value of these investments in accounts paying annual compound interest after the number of years stated.
	
	Initial Investment
	Annual Interest rate
	Number of years

	(a)
	£5000
	5%
	3

	(b)
	£2000
	4%
	5

	(c)
	£500
	3.5%
	6

	(d)
	£250
	2.8%
	10

	(e)
	£750
	4.7%
	18


2. Complete this table for an investment of £2000 at 4% compound interest for 3 years.

	Year
	Amount at start of year
	Calculation
	Amount at end of year

	1
	£2000
	£2000 
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 1.04
	£2080

	2
	£2080
	
	

	3
	
	
	


3. Jim invests £2000 at 3% p.a. compound interest for 2 years. Work out the final amount.

4. Jade invests £1500 at 3% p.a. compound interest for 10 years. Work out the final amount.

5. Bill invests £5000 in an account paying 4% compound interest p.a. for 6 years. Work out the total interest that the account earns.

6.  Mr Smith invests £10000 in a savings scheme for 6 years at 3.2% per annum.

Mr Smith will have to pay tax at 40% on the total interest he gets at the end of the 6 years.

Work out how much tax Mr Smith will have to pay on the investment.

7. Every year Jim invests £1000 in an account paying 3% compound interest p. a. Work out the amount of money in the account at the end of the third year.

8. Adam invests £4000 at 3% compound interest p.a. for 3 years. Work out the interest gained.

9. The value of a computer depreciates by 20% each year.

The value when new of Jim’s computer was £800

Work out the value of the computer after 2 years.

10. 

	
	Initial Value
	Annual Depreciation rate
	Number of years

	(a)
	£5000
	25%
	2

	(b)
	£2000
	30%
	2

	(c)
	£500
	20%
	3

	(d)
	£4000
	25%
	3

	(e)
	£7500
	20%
	4


Answers and working

1. (a) £5788.13
(b) £2433.31
(c) £614.63
(d) £329.51
(e) £1714.36

2.

	Year
	Amount at start of year
	Calculation
	Amount at end of year

	1
	£2000
	£2000 
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 1.04
	£2080

	2
	£2080
	£2080 
[image: image4.wmf]´

 1.04
	£2163.20

	3
	£2163.20
	£2163.20
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 1.04
	£2249.73


3. 
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4. 
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5. 
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 = £ 6326.60  
Interest = £1326.60

6. 
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 - 10000 = £2080.31

Tax = £832.12

7. 
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8. £370.91



9. £512

10. (a) £2812.50
(b)£980
(c) £256
(d) £1687.50
(e) 3072
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