Earning Interest
Fill in the blanks where necessary. Use pages 128 – 131 to assist you.
PART A: Simple Interest
Financial institutions __________________ with each other to handle your 
savings.  They pay clients __________ as an incentive. The amount of money that the bank pays you is called __________________.

Explain the ideas in the above 3 sentences in your own words.

The amount of money that is originally saved or invested is called the _______________. It is also called the _________________ __________________.

What is another way of saying “originally saved”? ____________________

If you just multiply the principle x the interest rate x the time, you are calculating __________  ____________.  Banks do not use simple interest very often.  They calculate interest in a way that is not as simple.

Simple Interest = Principal  x interest rate (as a decimal) x time (in years)

Interest rates can __________________.  The federal _____________________ sets interest rates.  Financial institutions _____________ their interest rates to follow the federal government __________________.
What is a financial institution? ______________________________________

PART B: Term Deposit  

A term deposit is money _________________ in a bank for a set amount of ___________.  A term deposit pays __________ ____________.


The following charts show the financial institutions offering the HIGHEST interest rates for term deposits. All rates are based on a $25 000 deposit.

Calculate the interest earned in each case on a term deposit of $25 000.

	Present Value
	Financial Institution
	Rate
	Time
	Interest Earned

	$25 000
	St. George Bank
	
	1 year
	

	$25 000
	ANZ

	
	3 year
	

	$25 000
	Arab Bank

	
	
	

	$25 000
	Rabo Direct

	
	
	


Do you think the interest rate would be the same if you only deposited $2 000.  Would the interest rate be higher or lower?

PART C:  Future Value
The future value is the amount the principal will be ___________ in the ____________________.

FUTURE VALUE = PRINCIPAL + ______________

Determine the future value of each term deposit in the table above.

	Present Value
	Financial Institution
	Interest Earned
	Future Value

	$25 000
	St. George Bank
	
	

	$25 000
	ANZ
	
	

	$25 000
	Arab Bank
	
	

	$25 000
	Rabo Direct
	
	


PART D: Canadian Savings Bonds
Every year the federal government sells _____________ ________________ ______________.  
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The table above shows how much interest will be earned on a Canadian Savings Bond issued on April 1, 2012.  How much interest do you earn each year? _____________
Canadian Savings Bonds are like term deposits. They earn __________ _____________.   The interest stops when the bond gets _______________ or the term of the bond ________.

What does it mean by “when the bond gets cashed”? _______________________________

The simple interest is paid to the owner of the bond each year on the anniversary of the purchase until the bond ________________, which is when the term of the bond ___________.

Jesse buys a Canadian Savings Bond on April 20th.  Use the simple interest formula to calculate the interest that he will be paid 1 year after buying the bond.

Jesse decided to cash the bond on January 20th, 2013.

a) How long did he own the bond?   ___________________________
b) Express this time as a fraction of 1 year.   _____________________
c) How much interest will he be paid?  

