Name:  ____________________________________             Date:  ______________________

Rule of 72 Answers:   

The rule of 72 provides an easy way to obtain a rough estimate of how quickly your money can grow based on a compounded fixed interest rate. Divide 72 by the interest rate you are earning and that will tell you the number of years it will take to double your money. You can also divide 72 by the number of years you want it to take to double your money to determine the interest rate you’ll need to accomplish this. Here are a few examples of the rule of 72 in action: At 5% interest, your money will take 72 ÷ 5 or 14.4 years to double. To double your money in 10 years, you need an interest rate of 72 ÷ 10 or 7.2%.

Compound Interest Examples (Savings Account / CD): 

If you put $100 in a savings account with a 3% APR for 2 years? 

$100 x .03 = $3 + $100 = $103 

$103 x .03 = $3.09 + $103 = $106.09 
If you put $500 in a CD with a 5% APR for 3 years? 

$500 

x .05 = $25 

+ $500 
= $525 

$525 

x .05 = $26.25 
+ $525 
= $551.25 

$551.25 
x .05 = $27.56 
+ $551.25 
= $578.81
 Rate of Return 

# of Years 

72 divided by 

        3% 



24
  

72 divided by 


     5% 



24
  

72 divided by 


    12



    06 

72 divided by 

        4.8  



15

______________________________________________________________________________________
WRITTEN EXERCISES  

Compound interest: The following formula shows how to calculate compound interest annually.

Year 1:

$____________ x ____________ = 
$____________

+ $____________ = $____________ 

Principal 

Interest Rate 

Interest Earned 

Principal 

New Principal 

(ex: 5% = .05) 











for Following Year

Year 2:

$____________ x ____________ = 
$____________

+ $____________ = $____________ 

Principal 

Interest Rate 

Interest Earned 

Principal 

New Principal 

(ex: 5% = .05) 











for Following Year

Year 3:

$____________ x ____________ = 
$____________

+ $____________ = $____________ 

Principal 

Interest Rate 

Interest Earned 

Principal 

New Principal 

(ex: 5% = .05) 











for Following Year

Answer the following questions: 

Quiz Answers: 1. True. 2. A fixed rate does not change, a variable rate will fluctuate based on market conditions or other factors. 3. True 4. CD 5. False 6. Annual Percentage Rate, the interest rate on a given account. 7. Rule of 72 8. To plan for a specific goal, save for a long term future goal or be prepared for the unexpected 9. True. 10. True.
True or false: Principal is the amount of money with which you open a savings account.

Describe the difference between a fixed and variable interest rate. 

True or false: Liquidity refers to how accessible your money is to you. 

Which typically earns more interest, a savings account or a CD? 

True or false: A good rule of savings is “pay yourself last.” 

What is APR? 

What is the rule called that helps you determine how long your money takes to double in savings? 

List three common reasons people save money. 

     1.

     2. 

     3.

True or false: If you need constant access to your funds, a traditional savings account is a good savings option. 

True or false: A certificate of deposit (CD) is a good savings option if you can leave money untouched for an extended period of time.

Project update - Budgeting

Decide whether the following items are an example of a fixed expense, a variable expense or discretionary spending. In some cases, consider circumstances that may change discretionary spending into an expense or vice versa. 

A magazine and a soda [DS] 

This month’s rent [FE] 

Concert tickets [DS] 

Mobile phone bill [could be VE, or DS. Discuss.] 

School books [VE] 

Motorcycle insurance payment [FE] 

Monthly subway/bus pass [FE] 

Heating bill [VE] 

Downloadable songs for an mp3 player [DS] 

Frozen pizza at the grocery store [DS] 

A new pair of running shoes [VE] (what if you already have five pairs of suitable running shoes?) [DS] 

Oil change for the car [VE] 

A new mobile phone [DS] (what if your old phone stopped working?) [VE] 

A weekly deposit of $15 into your savings account [FE]
