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General Mathematics 
Quarter 2 – Module 1: 

Simple and Compound Interests 

 

 



 

 

Introductory Message 

For the facilitator: 

Welcome to the General Mathematics (Grade 11) Self-Learning Module (SLM) on 

Simple and Compound Interests! 

This module was collaboratively designed, developed and reviewed by educators both 

from public and private institutions to assist you, the teacher or facilitator in helping 

the learners meet the standards set by the K to 12 Curriculum while overcoming 

their personal, social, and economic constraints in schooling.  

This learning resource hopes to engage the learners into guided and independent 

learning activities at their own pace and time. Furthermore, this also aims to help 

learners acquire the needed 21st century skills while taking into consideration their 

needs and circumstances. 

In addition to the material in the main text, you will also see this box in the body of 

the module: 

 

 

 

 

 

 

As a facilitator you are expected to orient the learners on how to use this module. 

You also need to keep track of the learners' progress while allowing them to manage 

their own learning. Furthermore, you are expected to encourage and assist the 

learners as they do the tasks included in the module.    

For the learner: 

Welcome to the General Mathematics (Grade 11) Self-Learning Module (SLM) on   

Simple and Compound Interests! 

The hand is one of the most symbolized part of the human body. It is often used to 

depict skill, action and purpose. Through our hands we may learn, create and 

accomplish. Hence, the hand in this learning resource signifies that you as a learner 

is capable and empowered to successfully achieve the relevant competencies and 

skills at your own pace and time. Your academic success lies in your own hands! 

This module was designed to provide you with fun and meaningful opportunities for 

guided and independent learning at your own pace and time. You will be enabled to 

process the contents of the learning resource while being an active learner. 

This module has the following parts and corresponding icons: 

 

Notes to the Teacher 

This contains helpful tips or strategies that 

will help you in guiding the learners. 



 

 

 
What I Need to Know  

 

This will give you an idea of the skills or 

competencies you are expected to learn in the 

module.  

 
What I Know  

 

This part includes an activity that aims to 

check what you already know about the 

lesson to take. If you get all the answers 

correct (100%), you may decide to skip this 

module.  

 
What’s In 

 

This is a brief drill or review to help you link 

the current lesson with the previous one. 

 
What’s New 

 

In this portion, the new lesson will be 

introduced to you in various ways such as a 

story, a song, a poem, a problem opener, an 

activity or a situation. 

 
What is It 

 

This section provides a brief discussion of the 

lesson. This aims to help you discover and 

understand new concepts and skills. 

 
What’s More 

 

This comprises activities for independent 

practice to solidify your understanding and 

skills of the topic. You may check the 

answers to the exercises using the Answer 

Key at the end of the module. 

 
What I Have Learned 

 

This includes questions or blank 

sentence/paragraph to be filled in to process 

what you learned from the lesson. 

 
What I Can Do 

 

This section provides an activity which will 

help you transfer your new knowledge or skill 

into real life situations or concerns. 

 
Assessment 

 

This is a task which aims to evaluate your 

level of mastery in achieving the learning 

competency.  

 
Additional Activities 

 

In this portion, another activity will be given 

to you to enrich your knowledge or skill of the 

lesson learned. This also tends retention of 

learned concepts. 

 
Answer Key 

 

This contains answers to all activities in the 

module. 

At the end of this module you will also find: 

References This is a list of all sources used in developing 

this module. 



 

 

The following are some reminders in using this module: 

1. Use the module with care. Do not put unnecessary mark/s on any part of the 

module. Use a separate sheet of paper in answering the exercises. 

2. Don’t forget to answer What I Know before moving on to the other activities 

included in the module. 

3. Read the instruction carefully before doing each task. 

4. Observe honesty and integrity in doing the tasks and checking your answers.  

5. Finish the task at hand before proceeding to the next. 

6. Return this module to your teacher/facilitator once you are through with it. 

If you encounter any difficulty in answering the tasks in this module, do not 

hesitate to consult your teacher or facilitator. Always bear in mind that you are 

not alone. 

We hope that through this material, you will experience meaningful learning and 

gain deep understanding of the relevant competencies. You can do it! 

 

What I Need to Know 

This module was designed and written with you in mind. It is here to help you 

master the Simple and Compound Interests. The scope of this module permits it to 

be used in many different learning situations. The language used recognizes the 

diverse vocabulary level of students. The lessons are arranged to follow the standard 

sequence of the course. But the order in which you read them can be changed to 

correspond with the textbook you are now using. 

In this module, we will investigate, analyze, and solve problems involving 

simple and compound interests. After going through this module, you are expected 

to: 

1. illustrates simple and compound interests. 

2. distinguishes between simple and compound interests.  

3. Evaluate simple and compound interest 

 

 

 

 

 

 

 

 

 

 



 

 

 

What I Know 

Choose the letter of the best answer. Write the chosen letter on a separate sheet of 

paper. 
  

1. Express 10% in decimal. 

a. 10.0 b. 100 c. 0.10 d. 1 
 

   

2. What is 25% of 110? 

a. 27.50 b. 28.50 c. 26.50 d. 25.50 
    

3. _____________ is a person (or institution) who invests the money or makes the 
funds available  
a. Lender c. Employer 
b. Lendee d. Employee 

 

4. An amount paid or earned for the use of money is called ______________. 

a. Loan c. Investor 
b. Interest d. Savings 

 

5. A way of calculating interest that is computed on the principal and then 

added to it. 

a. Calculator c. Simple interest 
b. Percentage d. Compound interest 

 

6.  If the sum of money placed at compound interest doubles itself in 5 years, 

how long will it become 8 times itself at the same rate of investment? 

a. 20 years c. 40 years 
b. 15 years d. 25 years 

 

7.  A way of calculating interest that is computed on the principal and also on 

the accumulated past interests. 

a. Calculator c. Simple interest 
b. Percentage d. Compound interest 

 

8. The formula for computing simple interest. 

a. Is = Principal x rate  c. Is = Principal x rate x time 
b. Is = Future value – Principal d. Is = Interest + Principal 
  

9. The formula for computing compound interest. 

a. Ic = Future value − Present Value  c. Ic = Present value − Future value 

b. Ic = Future value − rate d. Ic = Present value − Principal 
 
 

10. ________________ is an application of Exponential function. 

a. Compound interest c. Simple interest 
b. Mathematics of investment d. Function 

 
 



 

 

11. How much interest will Mary earn in her investment of Php15,000 at 
8% simple interest for 4 years? 

a. Php 4,800   c. Php 5,100 

b. Php 5,000   d. Php 5,500 

12. Christie made a loan of P25,000 from a lending company that charges 7% 

simple interest. How much must she pay after 3 years? 

a. Php 5,150   c. Php 5,250 

b. Php 5,200   d. Php 5,300 

13. Find the amount of interest per annum if Miss J. Dalumo borrowed P70, 000 

from a savings and loan association that charges 8. 25 % simple interest for 

three years.  

a. Php 1,730.50  c. Php 1,732.50 

b. Php 1,731.50  d. Php 1,733.50 

14. How much must be invested now in a savings account earning 11% 

compounded annually to accumulate a total of P31,000 after 5 years? 

a. Php 18,366.99   c. Php 18,386.99 

b. Php 18,376.99   d. Php 18,396.99 

15. If the interest rate is 14%, compounded annually, how long will it take P99, 

500 to amount P175,000? 

a. 4.31 y    c. 6.31 y 

b. 5.31 y    d. 7.31 y 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Lesson 
1 

Illustrating Simple and 
Compound Interest 

In the financial concept, the ability to effectively manage one’s finances is 

essential to one’s financial survival. We work or do business to earn a living. From 

this, we use the money we earn to buy goods and services that will satisfy our needs, 

wants, and demands. Also, we use the money to deposit it to banks or investment 

companies to grow or just keep them safely at our houses as our savings to realize 

our plans in the future and as emergency funds. Thus, there is a need to manage 

one’s finances intelligently.  

Otherwise, we borrow money from a person, the banks or any lending 

institutions. When we do this, a debt is made. We need to pay back the money 

originally borrowed and also the additional fee charged for the use of the money, 

called the interest. Interest may be the fee we need to pay for the use of money or an 

income from invested capital.  

Does this interest you? In this lesson, the students will learn, investigate, and 

illustrate simple and compound interest.  

 

What’s In 

Interest is charged as a percent of the principal for a definite period of time. 
To deal with interest, one should understand the basic concept on how to compute 
the amount of interest that one’s borrowed or lend. 

 

 

 

 

 

 

 

 

 

 

A percent is a ratio of a number to 100. To convert a percent to decimal, 
drop the percent sign and divide the number by 100. Another method is to drop 

Try this!  Express each as a decimal. 

1. 3% 4. 200% 

2. 5.5% 5. 10 
1

2
% 

3. 0.75% 
Express each as percent form. 

6. 1 9. . 5025 

7. 0.20 10. 
1

4
 

8. 0.020 

Answer the following 
11. What is 30 % of 50?  
12. 70 is what percent of 200?  



 

 

the percent sign and move the decimal point two places to the left. If the number 
in the percent is a whole number, the decimal point is understood to be placed at 
the right of the last digit.  

Examples: 2% = 0.02 50% = 0.50 

 
5 

1

2
% = 0.055 

100% = 1 

 357.5% = 3.575  

 On the other hand, to convert a decimal to percent, multiply the decimal by 
100, then add on the % symbol. Another easy way is to move the decimal point two 
places to the right. Notice each decimal in examples below went out two places to 
the right of the decimal point. 

Examples: 0.25 = 25% 36.10 = 3610% 

 1

16
= 6.25% 1

2

4
= 150% 

 

Percent problems will be solved using the formula: 

 

p = r x b 

 

where p is the portion, r is the rate, and b is the base. In the statement “25% of 

200 is 50,” 25% is the rate, 200 is the base, and 50 is the portion. 

 

 The most common uses of this formula involve discounts on sale items. If 

the item has a sale price of ₱500.00 with a discount of 15%, what is the original 

price of the item? (Note that the amount to be paid for a discount of 15% is 100% 

minus 15% or 85%. Using the formula, ₱500 is the portion and 85% is the rate, 

the base can be solved as follows: 

   

85% of x = 500 

       0.85x = 500  

     x = 500/0.85 

     x =  ₱588.24 

 

 Therefore, the original or regular price of the item on sale at ₱500.00 is   

₱588.24. 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

What’s New 

 
a) Definition of Terms 

 

 

What is It 

Illustration of Simple and Compound interests. 

Simple Interest Compound Interest 

Interest on principal only. Interest on principal and interest 
previously earned. 

₱200 invested with a rate of 3% for 2 
years. 

₱200 invested with a rate of 3% for 2 
years. 

Year 1: interest = ₱ 6 Year 1: interest = ₱ 6 
Year 2: interest = ₱ 6 Year 2: interest = ₱ 206 (0.03)  

                         = ₱ 6.18 

Total interest: ₱ 12 Total interest: ₱ 12.18 

 Lender or creditor - person (or institution) who invests the money or 
makes the funds available 

 Borrower or debtor - person (or institution) who owes the money or avails 
of the funds from the lender 

 Origin or loan date - date on which money is received by the borrower 

 Repayment date or maturity date – a date on which the money borrowed 
or loan is to be completely repaid 

 Time or term (t) - amount of time in years the money is borrowed or 

invested; length of time between the origin and maturity dates 

 Principal (P) - amount of money borrowed or invested on the origin date 

 Rate (r) - annual rate, usually in percent, charged by the lender, or rate of 
increase of the investment 

 Interest (I) - amount paid or earned for the use of money 

 Simple Interest (Is) - interest that is computed on the principal and then 
added to it.   (Is = Prt) 

 Maturity value or future value (F) - amount after t years; that the lender 
receives from the borrower on the maturity date 

 Compound Interest (Ic) - interest is computed on the principal and also 
on the accumulated past interests. (Ic = F-P ) 

 If an amount P is invested at an interest rate r compounded annually, then 

the investment will increase to a value A ( future value ), at the end of t 

years. It is modeled by the equation. ( 𝑨 = 𝑷(𝟏 + 𝒓)𝒕) 

 Conversion period (m) – the number of times in a year the interest will be    

compounded, i.e., annually (m=1), semi-annually(m=2), quarterly(m=4) and 

monthly (m=12). 



 

 

 Simple interest paid or received over a certain period is a fixed percentage of 

the principal amount that was borrowed or lent. While compound interest accrues 

and is added to the accumulated interest of previous periods, so borrowers must 

pay interest on interest as well as principal. The table below shows the difference 

of simple and compound interests.  

 Simple Interest Compound Interest 

Levied only on the loan amount or 
principal 

Levied on the loan amount as well as its 
interest 

A small percentage of the principal 
as agreed between lender and 
borrower 

A small percentage of principal and 
amassed simple interest as mutually 
agreed 

Steady wealth growth Wealth growth increases at a higher 
pace due to compounding 

Less returns compared to compound 
interest 

Higher returns compared to simple 
interest 

Wealth growth is comparatively 
lower 

Wealth accumulation will be at a higher 
rate 

Principal never changes with 
increased tenure 

Principal increases as interest 
compounds and gets added to it 

Easy to calculate using the formula  
Is = Prt 

Difficult to calculate using the formula  

Ic = F-P  or  𝑨 = 𝑷(𝟏 + 𝒓)𝒕 

- From cleartax.in              

           In the last row, simple and discount interest also differs in formula to 
compute the amount of interest that one’s borrowed or lend. This will be 
discussed thoroughly in your next lesson. 
 

 

 

 

Illustration of Simple and Compound interest  

Activity 1: Aldy wants to deposit her money ₱ 1, 000 in a savings account. Two 

banks offer 6% interest per year. Complete the tables below and help her which 
banks to choose.  

Bank A. Simple Interest. Complete the first table that show balance after 10 years 
with simple interest. (Note: To get the yearly interest, get the product of the rate and 
the principal. Converting the rate 6% to decimal form we get 0.06. Thus, 0.06 x ₱ 
1000 = ₱ 60. Hence, the yearly interest is 60) 

 



 

 

 
Bank B. Compound Interest. Complete the second table that shows the balance 

after 10 years with interest that is compounded annually. 

 
1. Compare the two banks, which bank gives the greater balance? 

             

2. Which bank should Aldy choose and why? 

             

  
 

 

 

 

 

 

 

t Principal Yearly Interest Balance at End Year 

1 1000.00 60.00 1060.00 

2 1000.00 60.00 1120.00 

3    

4    

5    

6    

7    

8    

9    

10    

t Principal Annual Interest Balance at End Year 

1 1000.00 1000 x 0.06 = 60.00 1000 + 60 = 1060.00 

2 1060.00 1060 x 0.06 = 63.60 1060 + 63.60 =1123.60 

3    

4    

5    

6    

7    

8    

9    

10    

Note to Students: Try to save Money! 
Depositing money in a bank is like lending money to the bank in return 

for which the bank pays interest. By contrast, borrowing money from banks or 
lending institutions requires payment of interest. Hence, money has present 
and future values. Motivate yourself to manage your finances. You can also look 
out, listen and learn from successful personalities who have applied good 
investment mathematics like Bo Sanchez, Warren Buffet, etc.  



 

 

 

What I Can Do 

Activity 2 

Suppose you won P10,000 and you plan to invest it for 5 years. A cooperative 

group offers 2% simple interest rate per year. A bank offers 2% compounded annually. 

Which will you choose and why? 

Investment 1: Simple Interest 

Time 
(t) 

Principal 
(P) 

Interest 
Rate (r) 

Simple Interest Amount after t years 
(Maturity Value) Solution Answer 

1 10 000 2% (10 000)(0.02)(1) 200 10 000 + 200 = 10 200 

2 10 000 2% (10 000)(0.02)(2) 400 10 000 + 400 = 10 400 

3 10 000 2% (10 000)(0.02)(3) 600 10 000 + 600 = 10 600 

4 10 000 2% (10 000)(0.02)(4) 800 10 000 + 800 = 10 800 

5 10 000 2% (10 000)(0.02)(5) 1 000 10 000 + 1 000 = 11 000 

 
Investment 2: Compound Interest 

Time 
(t) 

Amount at 
the start of 

year (t) 

Interest 
Rate (r) 

Compound Interest Amount after t years 
(Maturity Value) Solution Answ

er 

1 10 000 2% (10 000)(0.02)(1) 200 10 000 + 200 = 10 200 

2 10 200 2% (10 200)(0.02)(1) 400 10 000 + 400 = 10 400 

3 10 404 2% (10 000)(0.02)(1) 600 10 000 + 600 = 10 600 

4 10 612.32 2% (10 000)(0.02)(1) 800 10 000 + 800 = 10 800 

5 10 824.32 2% (10 000)(0.02)(1) 1 000 10 000 + 1 000 = 11 000 

 
Compare the interest gained. What is the difference between simple and compound 

interests based on their illustrations? 

__________________________________________________________________________________

__________________________________________________________________________________

____________________________________________________ 

Simple interest remains constant throughout the investment term. In compound 

interest, the interest from the previous year also earns interest. Thus, the interest 

grows every year. 

Annual Simple Interest 

Definition. Annual Simple Interest,   Is = Prt,   where    Is = simple interest               

                                             P   = principal, or the amount invested or borrowed             

                                             r =  simple interest rate             

                                             t = term or time in years  



 

 

Example 1: A bank offers 0.25% annual simple interest rate for a particular 

deposit. How much interest will be earned if 1 million pesos is deposited in this 

savings account for 1 year?  

 Given:  P = 1,000,000  I = 0.25%  = 0.0025  t = 1 year , Find:  Is  

 Solution:     Is = Prt   Is = (1,000,000)(0.0025)(1)   Is = 2,500  

Example 2:  How much interest is charged when P50,000 is borrowed   for  9 

months at an annual interest rate of 10%?  

Given: P  = 50,000    r  = 10% = 0.10    t =  
9

10
 year = 0.75 year  

  

Find: Is           

  Solution:    Is = Prt. Then,    Is = (50,000)(0.10)( 0.75  )= 3,750  

 Answer: The simple interest charged is P 3,750. 

Example 3: When invested at an annual interest rate of 7%, the amount earned 

P11,200 of simple interest in two years.  How much money was originally invested?  

 Given:  r = 7% = 0.07   t = 2 years   Is = 11,200  

 Find: Amount invested or principal P  

 Solution:  P = 
𝐼𝑠

𝑟𝑡
  . Then  

P = 
11,200

0.07(2)
  =  80,000 . nswer: The amount invested is P 80,000. 

Compounded Interest 

A starting amount of money (called the principal) can be invested at a certain 

interest rate that is earned at the end of a given period of time (such as one year). If 

the interest rate is compounded, the interest earned at the end of the period is 

added to the principal, and this new amount will earn interest in the next period. 

The same process is repeated for each succeeding period: interest previously 

earned will also earn interest in the next period.  

Example 4. Mrs. Santos invested Php 100,000.00 in a company that offers 6% 

interest compounded annually. How much will this investment be worth at the end 

of each year for the next five years?  

Solution:  Let t  be the time in years. Then we have: 

Initially, 00,0001  investment ofAmount       ,0At t  

Note: When the term is expressed in months (m), it should 

be converted in years by t = m/12  

 



 

 

 

                                      106,000 Php                                                      

 06.01100,000                                                       

06)100,000(0. 00,0001  investment ofAmount       ,1At 





t

 

    
  

 

12,3601 Php                                                       

06.01100,000                                                       

06.0106.01100,000                                                       

06.006.01100,00006.01100,000                                                       

0.06)1( 00,0001  investment ofAmount       ,2At 

2









t

 

     

   

 

19,101.601 Php                                                       

06.01100,000                                                       

06.0106.01100,000                                                       

06.006.01100,00006.01100,000                                                       

0.06)1( 00,0001  investment ofAmount       ,3At 

3

2

22

2









t

 

Following the pattern, we can simply solve a certain amount of investment at t  

period of time. 

   126,247.70 Php                                                       

0.06)1( 00,0001  investment ofAmount       ,4At 4



t

  

 133,822.56 Php                                                       

0.06)1( 00,0001  investment ofAmount       ,5At 5



t

  

 tA 06.01000,100   or simply  tA 06.1000,100 . 

Compounded Interest 

If a principal P  is invested at an annual rate of r , compounded annually, then 

the amount after t  years is given by   trPA  1 . 

Example 5. Ana borrowed Php11,500 from Jane at 9% compounded annually. How 

much will Jane receive at the end of 5 years? 

Given:  P = 11,500  r = 0.09  t=5y     

Solution:   trPA  1  

      = 11,500 ( 1+0.09 )5 

                         = 11,500 (1.09)5 

                          = 17, 694.18.  

Therefore, Jane will receive Php17,694.18 at the end of 5 years.     

Example 6. Determine the compound amount of Php16,500 invested at 13% 

compounded for 6 years? 



 

 

Given:  P = 16,500   r= 0.13       t=6y 

Solution: 

   trPA  1  

      = 16,500 (1+0.13)6 

                         = 16,500 (1.13)6 

                          = 34,352.20 

Therefore, the compounded amount at the end of 6 years is 34,352.20. 

 

What’s More 

Activity 3:  

1. Complete the table below by finding the unknown. 

Principal (P) Rate( r ) Time     (t) Interest   Is 

( a ) 2.5% 4 1,500 

36,000 ( b ) 4 4,860 

250,000 0.5% ( c ) 275 

500,00 12.5% 10 ( d ) 

2.  What is the amount of interest of a loan for P35,000 at 10% simple interest for 7 

years? 

3. How long will a principal earn an interest equal to half of it at 5% simple 

interest?  

4. How much money will you have after 6 years if you deposited P 15,000 in a bank 

that pays 1.5% simple interest? 

5. How long will 5 million pesos earn a simple interest of 100,000 at 2% per 

annum? 

6. In order to have P350,000 in 5 years, how much should you invest if the 

compound interest is 12% per annum?  

7. Peter borrowed P100,000 at 8% compounded annually? How much will he be 

paying after 2 years?  

8. How much money must be invested to obtain an amount of P250,000 in 3 years 

if money earns at 12.5% compounded annually?  

9. A time deposit account in a bank yields 5.5% compound interest annually. 

Jennifer invested P450,000 for 4 years in this savings account. How much 

interest will she gain?  

10. What amount must be deposited by a student in a bank that pays 3 % 

compounded annually so that after 12 years he will have P150,000? 

 



 

 

What I Have Learned 

Activity 4 

Direction: Now that you are about to complete this module, I’m sure you may now 

be able to write your reflections by completing the sentences given below.  

1. I have learned that interest is ___________________________________________. 

2. Simple interest is ________________________________________________________. 

3. Compound interest is ___________________________________________________. 

4. Is there a difference between simple and compound interests? Explain. 

5. In terms of investment or loan, it is better to use ________because __________. 

6. While simple interest and compound interest are basic financial concepts, 

becoming thoroughly familiar with them may help you because______________. 

7.  Lender or creditor–person (or institution) who invests the money or makes 

the funds available  

8.  Borrower or debtor – person (or institution) who owes the money or avails of 

the funds from the lender  

9. Origin or loan date – date on which money is received by the borrower  

4. Repayment date or maturity date –date on which the money borrowed or loan 

is to be completely repaid  

5. Time or term (t)– amount of time in years the money is borrowed or invested; 

length of time between the origin and maturity dates  

6. Principal (P)– amount of money borrowed or invested on the origin date  

7. Rate(r)– annual rate, usually in percent, charged by the lender, or rate of 

increase of the investment  

8. Interest (I)– amount paid or earned for the use of money   

9. Simple Interest (Is) – interest that is computed on the principal and then 

added to it.   (Is = Prt) 

10. Compound Interest (Is)–interest is computed on the principal and also on the 

accumulated past interests. (Is = F-P) 

11. If an amount P is invested at an interest rate r compounded annually, then 

the investment will increase to a value A (future value), at the end of t years. It 

is modeled by the equation. 

12. Conversion period (m) – the number of times in a year the interest will be    

compounded, i.e., annually (m=1), semi-annually(m=2), quarterly(m=4) and 

monthly (m=12). 



 

 

 

Assessment 

I. Multiple Choice. Choose the letter of the best answer. Write the chosen letter on a 

separate sheet of paper. 

1. A date on which the money borrowed or loan is to be completely repaid  
a. Due date c. Pay day 
b. Origin or loan date d. Maturity date 

2. ______________ is amount of money borrowed or invested on the origin date. 
a. Rate c. Interest 
b. Time d. Principal 

3. A store gives only the sale price P120.00 and the discount 25%. What is the 

regular price of the item on sale? 

a. 165 b. 160 c. 170 d. 175 

4. A way of calculating interest that is computed on the principal and also on 

the accumulated past interests. 

a. Calculator c. Simple interest 
b. Percentage d. Compound interest 

5. The formula for computing simple interest. 

a. Is = Principal x rate  c. Is = Principal x rate x time 
b. Is = Future value – Principal d. Is = Interest + Principal 

6. The formula for computing compound interest. 

a. Ic = Future value − Present Value  c. Ic = Present value − Future value 
b. Ic = Future value − rate d. Ic = Present value − Principal 

7. Why most banks use compound interest than simple interest? 

a. Simple interest yields more wealth than compound interest. 

b. Simple interest has easy formula to use with. 

c. Compound interest yields more wealth than simple interest. 

d. Compound interest is fun.  

8.  When invested at an annual interest rate of 11%, the amount earned  

P11,200 of simple interest in two years.  How much money was originally 

invested? 

a.Php 40,909.09  c. Php 60,909.09 

b.Php 50,909.09  d. Php 70,909.09 

 9. If an entrepreneur applies for a loan amounting to P500,000 in a bank, the           

simple interest of which is P 157,500 for 3 years, what interest rate is being 

charged?   

a. 8.5%   c. 10.5% 

b. 9.5%   d. 11.5% 

10. Amparo invested a certain amount at 10% simple interest per year. After 2 

years, the interest she received amounted to P3,000. How much did she 

invest?  

a. Php 14,000  c. Php 16,000 

b. Php 15,000  d. Php 17,000 



 

 

11. At what interest rate compounded annually should an amount of P 150,000 

that earn P15,750 after 2 years? 

 a. 2%    c. 4% 

 b. 3%    d. 5% 

12. Jen invested an amount of P 400,000 at 5% compounded quarterly. How 

long should she let the investment stay if she wants to earn P 50,000?  

a. 2.17 y   c. 2.37 y 

      b. 2. 27 y   d. 2.47 y 

II. True or False. Read and analyze each statement below. Write True if the statement 

is correct and False if the statement is incorrect.  Write the chosen letter on a 

separate sheet of paper. 

13. Becoming thoroughly familiar with simple interest and compound 
interest may help you make more informed decisions when taking out 

a loan or investing.  
14. Interest is charged as a percent of the principal for a definite period of time. 

15. Generally, simple interest paid or received over a certain period is an 
accumulated interest of the principal amount that was borrowed or lent. 

 

 

 

 
 

 

Additional Activity 

Activity 5 

Answer the following. Write your answer in a separate sheet of paper. 

1. Suppose you won 20,000 pesos and you plan to invest it for 3 years. A cooperative 

group offers 2% simple interest rate per year. A bank offers 2% compounded 

annually. Which will you choose and why?” Write your answer in a separate sheet 

of paper. 

2. Use your learning on simple and compound interests to answer the following: 

a. What are some ways to take care of hard-earned money? 

b. When it comes to investing, what is better simple or compound interest? 

 

3. Mrs. Versoza wants to compare simple and compound interests on a P350,000 

investments for 3years and 3 months.  

a. Find the interest if funds earn 6.5% simple interest for 1 year.  

b. Find the interest if funds earn 6.5% interest compounded annually.  

c. Find the difference between the two interests. 



 

 

 

Answer Key 

   

  

6. It may help you make 

more informed decisions 

when taking out a loan or 

investment. 

Assessment 

1.D 9. C  
2.D 10. B 

3.B 11. D 
4.D 12. C 
5.C 13. T 
6.A 14. T 
7.C 15. F 
8.B 

9.B 

Additional Activity 

1. After 3 years,  

Cooperative = P21, 200 

Bank = P21, 224.16 

Possible answer: 

Choose to invest in bank. The 

bank offers compound 

interest which grows faster 

every year. 

 

2. Possible answers: 

a.Buy only what you need, 

try to save some money, 

invest some money, think 

of the future. 

b.When it comes to 

investing, compound 

interest is better since it 

allows funds to grow at a 

faster rate than they would 

in an account with a 

Activity 1 
Bank A: 1600 
Bank B. 1790.85 

1. Bank B 
2. Bank B gives greater balance 
Activity 2 
Simple interest remains 

constant throughout the 
investment term. In compound 
interest, the interest from the 
previous year also earns 

interest. Thus, the interest 
grows every year. 
ACTIVITY 3 
2. 24,500     6. 198,600 

3. 10y            7. 116,640 
4. 1,350        8. 175,583 
5. 1y       9. 557,471.10 

10. 105,207 
Activity 4. Possible answers 
1.Interest amount paid or 

earned for the use of money. 

2.Generally, simple interest paid 
or received over a certain 
period is a fixed percentage of 
the principal amount that was 

borrowed or lent. 
3.Compound interest is 

computed on the principal 
and also on the accumulated 

past interests. 
4.There can be a big difference 

in the amount of interest 
payable on a loan if interest is 

calculated on a compound 
rather than simple basis. On 
the positive side, the magic of 
compounding can work to 

your advantage when it comes 
to your investments and can 
be a potent factor in wealth 
creation. 

5.Compound interest because it 
grows faster than the basic 
interest. 

6.•While simple interest and 

compound interest are basic financial 
concepts, becoming thoroughly 

familiar with them may help you 

make more informed decisions when 
taking out a loan or investment.  

 

What I Know 

1.C  9. A  

2.A  10. A  

3.A  11. A 

4.B  12. A 
5.C  13. B 

6.A  14. C 

7.D  15. D 

8.C 

What's In 

1.0.03  7. 20% 

2.0.055  8. 2% 
3.0.75 9. 50.25% 

4.2  10. 25% 

5.0.105 11. 15 

6.100% 12. 35% 
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