Investing & Interest

Investing is putting your savings somewhere where it will grow by earning interest. Interest is money paid by a borrower to a lender. Can you be a lender? You bet! When you deposit your money in a savings account, money market account, bond, certificate of deposit, or mutual fund, you become a lender, an investor who earns interest. Whenever you invest money, you should use money you won't need for emergencies or everyday expenses. 

Simple Interest

You figure out how much simple interest you are making by multiplying the interest rate — let's say 3.5% — by the amount you have invested. If you have invested $1,000, your money will earn $35. And you haven't done anything but leave your money in your account! Your money's working for you. 

Compound interest

Compound interest earns money on the original amount plus any interest that amount has already earned. Interest is compounded quarterly, and you are starting with $1,000. 
In one year's time, you've earned $35.46. And you haven't had to work for it. It's like magic. And did you notice that each time you earned interest, you earned more than you did the last time? Your interest will get larger and larger as time goes on. 

