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Type of task: Investigation
Outcomes being assessed:
A student:
develops understanding and fluency in mathematics through exploring and connecting mathematical concepts, choosing and applying mathematical techniques to solve problems, and communicating their thinking and reasoning coherently and clearly MAO-WM-01
solves financial problems involving compound interest and depreciation MA5-FIN-C-02
identifies connections between algebraic and graphical representations of quadratic and exponential relationships in various contexts MA5-NLI-C-01
identifies and compares features of parabolas and exponential curves in various contexts MA5-NLI-C-02
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Part 1 − compound interest formula
Research a term deposit offer associated with a financial institution. Provide a screenshot, including the percentage interest rate and period of the offer.
Use this interest rate, the compound interest formula and a principal investment of $10 000 to create a graph showing the growth of the term deposit over the advertised period.
Use the graph to determine how many years it would take to reach a future value of $20 000, double the principal investment.
Part 2 − the rule of 72
The rule of 72 is a commonly used method to determine how long it will take for an investment to double. The formula for the rule of 72 is:
· Number of years to double = 
· Where  is the interest rate (per annum), written as a percentage without the symbol, %. For example, a rate of  would have an  value of .
1. Use the rule of 72 to find how many years it will take for a principal investment of $10 000 to reach a future value of $20 000, using the interest rate found in Part 1.
Would you trust the rule of 72 to predict when an investment of $10 000 would double at the rate you found in Part 1?
For what range of interest rates would you trust the rule of 72 to predict when an investment would double. Justify your reasoning using graphs and calculations.
Part 3 − changing compounding period
Could you use the rule of 72 to find how many months, weeks or days it would take for an investment to reach double its value? Justify your reasoning using graphs and/or calculations.
Part 4 − declining value
1. Could you use the rule of 72 to predict when a $10 000 asset would depreciate to $5 000 (half the initial value), using the interest rate found in Part 1? Justify why.
Describe the graph representing the declining value of an asset over time and identify the limitations of the graph.
Part 5 − adjusting the rule of 72
Create a new rule, like the rule of 72, to accurately predict when an asset would triple in value. Justify your reasoning using graphs and calculations.
1. 
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A written response is expected for this task. It should contain answers to the questions as well as graphs, tables and calculations to support your findings. Your submission may include subheadings to assist with organising your response.
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This outline highlights what is expected in your written response.
The teacher is looking to see how well you:
choose and apply mathematical techniques to solve problems
communicate your thinking and reasoning
justify your decisions when solving problems
solve problems involving compound interest and depreciation
examine the connection between algebraic and graphical representations of exponentials
graph exponential relationships using digital technology
describe key features of an exponential graph such as -intercept, asymptotes, and the nature of the graph as it gets very large or very small
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identify changes in the graph and equations from doubling an investment to halving an investment.
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Table 1 – assessment marking guidelines
	Outcomes
	Working towards developing
	Developing
	Developed
	Well developed

	Financial mathematics
	
	
	
	

	MAO-WM-01
MA5-FIN-C-02
Parts 2 and 4
	Substitutes some correct values into a formula.
	Substitutes correctly into the formulas to justify at least one interest rate.
	Substitutes correctly into the formulas to justify a variety of interest rates.
	

	MAO-WM-01
MA5-FIN-C-02
Part 3
	Changes the interest rate or time period to test changing compounding periods.
	Changes the interest rate and time period to test changing compounding periods.
	Explains the effects that changing the compounding period has on the future value of an investment.
	Justifies the accuracy of the rule of 72 when compounding periods are changed.

	Non-linear relationships
	
	
	
	

	MAO-WM-01
MA5-NLI-C-01
MA5-NLI-C-02 
Parts 1−4
	Creates a graph of an investment with or without technology.
	Creates a graph of an investment and uses the graph to identify when an investment would double, or an asset would halve in value.
	
	

	MAO-WM-01
MA5-NLI-C-01
MA5-NLI-C-02
Part 4
	Describes one feature of an exponential graph.
	Describes all the relevant features of an exponential graph.
	Describes all relevant features of an exponential graph and explains the limitations of the graphs.
	Describes all relevant features of an exponential graph, limitations and links the shape of the graph to the equation to justify changes.

	Working mathematically
	
	
	
	

	MAO-WM-01
Parts 1−5
	Attempts to use informal mathematical reasoning and very limited mathematical language to communicate and explain solutions.
	Uses informal mathematical reasoning and limited mathematical language to communicate and explain solutions.
	Uses appropriate formal and informal mathematical language to communicate reasoning and explain solutions and justify results.
	Uses appropriate formal mathematical language to communicate reasoning, explain solutions and justify results.

	MAO-WM-01
Part 5
	Uses a graph or calculation to find when an asset would triple in value.
	Provides a rule to accurately predict when an asset would triple in value, with reasoning based on calculations and related graphs.
	Provides a rule to accurately predict when an asset would triple in value, with reasoning based on calculations and related graphs.
Explains how the rule was developed.
	Provides a rule to accurately predict when an asset would triple in value, for a specified range of interest rates, with reasoning based on calculations and related graphs.
Explains how the rule was developed and discusses the limitations of the rule.


Feedback:
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How long will an investment take to double, given it has an interest rate of 3.75% p.a.?

Number of years to double 
Number of years to double 
Number of years to double 
Therefore, it will take approximately 19.2 years for the investment to double in value.
Note that a compound annual return of 3.75% is substituted into this equation as 3.75, and not 0.0375, giving a result of 19.2 years (and not 1920).
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