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Interest is money paid or earﬁed for using or lendlng money. The Principg

Key Vocahulary the amount of money borrowed or deposited:

interest, p. 430
principal, p. 430

simple interest, p. 430 KGY ldea

Simple Interest P : —

Words Snmple interest is money paid or earned only on the prmcxpal\
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An interest rate per year Annual interest rate
is also called an annual ‘ Slmple mterest ] (in decimal form)
interest rate.

Algebra I=Prt

l Principal } g T|me (inye )

~—— Reading

(

—

‘ MAKEA )

in a savings account. The account earns 3% ﬁle
CONNECTION interest per year. What is the balance after3 years? ) £
Write a formula that you To find the bal . inci
fna fondla et ol ance, calculate the interest and 3 to the principal.
balance B of an account. I= Prt Write the simple interest formula
Explain your reasoning. % '
= 500(0.03)(3) Substitute 500 for P, 0.03 for r,and 3 for t.
: =45 Multiply.
! The interest earned is $45 after 3 years,
P So, the balance is $50 =
L ) 3500 + $45 = $545 after 3 years

T=500" 00,0303 3

Try It o
Tl T-45  apos 45549
1. What is the balance of the account after 9 months? \\\»/

e —

\

60000.03'0512\\/\m AV S
05 R
a7 00

430 Chapter 5 Percents

i



© Big Ideas Learning, LLC

Example 2 Flndmg an Annual Interest Rate 0
epos1t m an account. The account earns's/ 00 simple mteré/s/{ ifi 4 years, What is the annual

inter L \_f’
1= Prt Write the simple interest formula. ’/‘\: = P e
100 = 1000(r)(4) Substitute 100 for /, 1000 for P, and 4 for . Sl = 1000 ¥ @ L_1
100 = 4000r Simplify.
0.025=r Divide each side by 4000. 6. ¥ L OO
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P So, the annual interest rate of the account is 0.025, or 2.5%.
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Example 3 Flndmg aﬁ Amount c of ime

A bank offers three kinds of savings accounts. The simple annual
interest rate is determined by the principal. How long
does it take an account with a principal of $800

to earn@

2. You deposn $350@an account. The account eami$'17 .50 sunple interest in2. 2.5y years. What is the
AT =)

The diagram shows that the interest rate for a
Friﬁcii)a of $800%s2%.

S——f =P{ Write the simple interest formula. /\’ = XQ 4
100 = 800(0.02)(7) Substitute 100 for /, 800 for P, and 0.02 for r.
. 5 ]OO TC&')O‘O-OO .4__
100 = 16t Simplify. T
6.25=1t Divide each side by 16. ‘ OQ ‘ (o A
P So, the account earns $100 in interest in 6.25 years. g 4 ¥ -
P Lk \
pa——— Al / (9 ¥ = x 23 )
\ Try It G s 97,
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3. In Example 3, how long does it take an account with a@ncipal 0f $10,000+t0 earn $750 in interest?
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