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Consider this scenario:
 
#1: Increased Time

 Xavier and Yael both open savings accounts under 
the following conditions:

  • Principal amount of $1000
  • Compounded annually
  • Interest rate of 6%
  • Xavier invests for 40 years. Yael invests for 20 years. 

Fill in the blanks:         

Investing for double the amount of time, Xavier’s sum will grow to 

about $__________, whereas Yael’s sum will grow to about $__________.

That’s __________ than half of Xavier’s sum!

Compound interest is calculated using the formula: 

A = P(1 + r
n)nt

A =  the sum of the amount of money you put in your account and the amount of interest the 
bank adds to it

P = the amount of money you put in your account

r =  the interest rate in decimal form

n =  the number of times per year that interest compounds 

t = the amount of time measured in years that the account has been open

10,286 3,207
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A =  the sum of the amount of money you put in your account and the amount of interest the 
bank adds to it

C = the amount of regular contributions deposited at the start of the period

r =  the interest rate in decimal form

n =  the number of times per year that interest compounds 

t = the amount of time measured in years that the account has been open

Consider this scenario:
 
#2: Regular Contributions

 Xavier and Yael both open savings accounts under 
the following conditions:

  • Compounded monthly
  • Interest rate of 6% 
  • Xavier deposits $500 at the end of every month for 40 years.
  • Yael deposits $1000 at the end of every month for 20 years. 

Fill in the blanks:

Investing the smaller monthly amount for double the amount of time, 

Xavier’s sum will grow to about $__________, whereas Yael’s sum will grow 

to about $__________. That’s __________ than half of Xavier’s sum!

If additional, regular contributions are made at the end of the compounding 
period, compound interest is calculated using the formula:

A = 
C((1 + r

n)nt - 1)
r
n

462,041

995,745

less
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As you can see, investing for longer (in other words, starting early), and 
making regular contributions proves to be the most rewarding. 

Consider this scenario:
• Xavier begins to invest at age 20 and contributes $2000 at the beginning 

of every year for 10 years (compounded annually at a rate of 8%), allowing 
the final sum to continue compounding until he reaches age 60.

• Yael compounds her investment under the same conditions except that 
she begins at age 30, and continues the regular contributions until age 60.

• Zulu begins to invest at age 20, contributing $2000 at the beginning of 
every year until age 60.

Compound Growth Over 40 Years

Age (years)

Fill in the blanks:

Although __________ invests three times as much as __________, 

_________’s sum at age 60 is higher than __________'s. 

Also notice that __________ flourishes with her compounding, due to 

investing early and continuing regular contributions for the entire period. 

Su
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