SAVINGS ACCOUNT

Simple Interest:  When you deposit money in a savings account, you are permitting the bank to use the money.  The amount you earn for permitting the bank to use your money is called interest.  The principal is the amount of money earning interest.  The annual interest rate is the percent of the principal that you earn as interest based on one year.  Simple interest is the interest paid on the original principal.     Interest = Principal x Rate x Time

Please show work when computing the following

1. Teri Kane deposited $500 in a new savings account at First Hawaiian Bank.  No other deposits or withdrawals were made.  After 3 months the interest was computed at an annual interest rate of 3 ½ percent.  How much simple interest did her money earn?      

2. Harry Brown deposited $1000 in a new savings account at First National Bank.  He made no other deposits or withdrawals.  After 6 months the interest was computed at an annual rate of 6 ½ %.  How much simple interest did his money earn?

3. On January 10, you opened a savings account at Central Pacific Bank with a deposit of $817.25.  At the end of August the interest was computed at an annual rate of 5 ¾ % and added to the balance in your account.

a. How much simple interest did your money earn?

b. What was your new balance?

4. On February 1, the balance in your account is $516.81.  On July 1, you deposit $310.90.  Your bank pays 6 ¼ % interest.

a. How much interest have you earned on July 1?

b. What is your balance, including your deposit, on July 1?

c. How much interest have you earned on November 1?

d. What is your balance on November 1?

Compound Interest:  Interest earned not only on the original principal but also on the interest earned during previous interest periods.   Amount = Principal + Interest,     Compound Interest = Amount – Original Principal 

Please show work.

1. Kenny Tam deposited $2,900 in a new regular savings account that earns 5.5% interest compounded semiannually.  He made no other deposits or withdrawals.

a. What was the amount in the account at the end of 1 year?

b. What is the compound interest?

2. Trisha Watts deposited $1,950 in a new credit union savings account on the first of the quarter.  The principal earns 4.25% interest compounded quarterly.  She made no other deposits or withdrawals.

a. What was the amount in her account at the end of 6 months?

b. What is the compound interest?

3. Jon Black deposited $2,400 in a new savings account on March 1.  The savings account earns 6% interest compounded monthly.

a. How much was in the account on June 1?

b. What is the compound interest?

4. You deposit $2,500 in a special savings account.  The account earns interest at a rate of 3.25% compounded monthly.  

a. What amount will be in your account at the end of 5 months if no deposits or withdrawals are made?

b.  What is the compound interest?

Spreadsheet Application:  Create a spreadsheet to compute the following data.  Find the amount and the interest for each individual below.

1. Mike Owen  
principal:  $1000
interest rate:  6%     
periods per year:  4      total time:  2  years

2. Dale Nakita     
principal: $10,000
interest rate:  6.5%
periods per yr: 12
total time: 1 yr

3. Helen Book
principal:  $5,000
interest rate:  7.5%
pd per yr:  4

total time: 0.5 yrs

4. Tyra Kendall
principal:  $6,540
interest rate:  8%
pd per yr:  2

total time:  4 yrs

5. Jan Dean
principal:  $568.65
interest rate:  5.5%
pd per yr:  365

total time:  2 yrs

6. Angel Wrinkler   principal:  $6,987.25
interest rate:  9.5%
pd per yr:  365
            total time: 0.25 yrs     

7. Jan Kanda deposited $40,000 in a savings plan paying 9.85% interest compounded monthly for 5 years.

8. Cheryl Main opened a $40,000 savings account at 9.85% interest compounded quarterly for 5 years.

9. James Candy deposited $5,000 in a 5-year certificate of deposit paying 7 ½% interest compounded daily (365).

10. Mark and Debbie Doodle $50,000 in a 20-year certificate of deposit paying 6.5% interest compounded monthly.

