
Financial	Math
	Chapter	1:	Investing	Money

1.1	Simple	Interest

Some	de1initions	to	get	us	started...

1. term:	the	contracted			duration			of	an	investment	or	loan
2. interest:	the	amount	of				money	earned			on	an	investment	or	paid	on	a	loan.
3. 1ixed	interest	rate:	an	interest	rate	that	is			guaranteed			not	to	change	during	

the			term			of	an	investment	or	lean
4. principal:	the			original	amount			of	money	invested	or	loaned
5. simple	interest:	the	amount	of	interest	earned	on	an	investment	or	paid	on	a	

loan	based	on	the			original	amount	only			(principal)	and	the	simple	interest	
rate...	interest	is	paid	out	annually,	semi-annually,	quarterly,	monthly,	etc...

6. maturity:	the	contracted			end	date			of	an	investment	or	loan,	the			end	of	the	
term

7. GIC:	Guaranteed	Investment	Certi1icate...	a			low-risk			type	of	investment	
that	guarantees	a	certain			interest	rate			so	long	as	the	money	is	invested	for	
the	duration	of	the	pre-determined	term...	essentially,	you	are	lending	
money	to	a	1inancial	institution	

8. Bond:	similar	to	a	GIC	except	that	you	are	lending	your	money	to	a	
government			or			corporation

9. Stock:	by	buying	a	stock,	you	are	actually	buying	a	very	small			portion			of	a	
company...	when	the	company's	value	increases,	so	does	the	value	of	your	
stock

10. Mutual	Fund:	a			collection			of	investments	(stocks,	bonds,	GICs)	that	are	
chosen	by	investment	professionals

11. Future	Value:		the	amount,	A,	that	an	investment	will	be			worth			after	a	
speci1ic	period	of			time

12. Rate	of	Return:		the			ratio			of	money	earned	(or	lost)	on	an	investment	
relative	to	the	amount	of	money			invested		,	usually	represented	as	a	
percent

13. Down	Payment:	An	initial	amount	of	money	that	is	put	toward	the	purchase	
of	an	item...	the	rest	is	1inanced	(borrowed)

Explore	Pg.	6	together…	determine	equation	of	the	graph
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Read	Key	ideas
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