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Assessment Task
Calculating interest (Individual activity) (LO3 AS6)

Read the information below about calculating interest and do the activity that follows.

There are two types of interest that can be earned, namely simple interest and compound interest.

To calculate simple interest you make use of the following formula:

Capital amount x interest rate x period in years

Simple interest =


100

To calculate compound interest you make use of the following formula:

M 
= 
P( 1 + i )n


where M is the final amount including the principal savings
P is the principal savings amount 

i is the rate of interest per year 

n is the number of years invested.

Do the following calculations using the formulas above:

a) Sello saves R3 500 with Supersave Bank in a fixed deposit at a simple interest rate of 4,5% for two years. The terms of the account are that no withdrawals may be made during the term. How much money will be in his account after two years?





[2 marks]
b) After the two years, Sello moves his initial savings to an account where he earns 4,5% compound interest. He again fixes the term for two years. How much will he have after two years? 











[2 marks]

c) Ahmat inherited R10 000 from his aunt. He puts it in a fixed deposit for three years at Trust Bank at a simple interest rate of 6,5%. How much will he have after three years? 

[2 marks]

d) Sasha invests R25 500 at a compound interest rate of 9,8% at UBL Bank for four years. How much will she have after four years? 







[2 marks]












[Total: 8 marks]

Suggested Solutions (LO3 AS6)

	Question number
	Possible marks
	Solution


	1
	8
	a) 


Capital amount x interest rate x period in years

Simple interest =


100




3 500 x 4,5 x 2



=

100



=
R315

Total after two years
=
R3 500 + R315 = R3815

b) M 
= 
P( 1 + i )n



=
3 500(1 + 4,5%) 2

=
R3 822,09

c) 


Capital amount x interest rate x period in years

Simple interest =


100




10 000 x 6,5 x 3



=

100



=
R1 950

Total after two years
=
R10 000 + R1 950 = R11 950

d) M 
= 
P( 1 + i )n



=
25 500(1 + 9,8%) 4

=
R37 063,77































