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The Rule of 72 7r-/ :57!
The Power of Compounding Interest & |

The most important and simple rule to financial success — the Rule
of 72 — helps determine interest on savings accounts and interest rates
on debt,

The Rule of 72 helps determine:

* How long it will take for money to double when interest is compounded

¢ The interest rate an investment must earn to double in a specific time period
e How many times money will double in a specified time period

® The impact of interest rates on debt

Things to know about The Rule of 72:

e |t is only an approximation

e Assumes the interest rate stays constant

¢ Does not allow for additional contributions beyond the original principal
® Does not account for taxes or fees

How it works:

72 divided by the interest rate = number of years it will take for
your money to double!

Example: 72 + 7% (.07). Your savings will double in 10.3 years!

The RULE of 72 in ACTION

If your interest rate is.... Your money will double in...

Broadview Financial Well-Being learning content and activities are aligned to the applicable K-12 educational learning standards: The New York State
Learning Standards: Career Development and Occupational Studies; The National Standards in K-12 Personal Finance Education; and The Common
Core Learning Standards; or the applicable adult learning standards: Institute for Financial Literacy: National Standards for Adult Financial Literacy
Education.

Broadview Financial Well-Being's mission is to guide and encourage individuals to focus on achieving economic stability — using innovative tools,
making informed decisions, and encouraging positive habits.
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