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You’ve probably heard the saying, “The rich get richer, and the poor get 
poorer.” The reality is that the rich get richer because they utilize compound 
interest to grow their money. When you are in a position to leave your 
money in a high interest-bearing account for long periods of time, the more 
it grows.

The good news is that anyone can tap into this powerful money-making 
tool, and the key is understanding how it works. In this session, we break 
down compound interest, which is interest paid on interest, and how you 
can use it to build wealth and reach your financial goals. 

Included in the workbook are compound interest calculators (you can also 
download them at WinMakeGive.com/wealth-part-6) and exercises to help 
you understand compounding. Be sure to have the red and yellow 
highlighter exercises from Part Two and Part Five handy and take the time 
to work through these real-life examples of optional or unnecessary 
expenses you may have, like a Starbucks coffee or Hulu streaming fee, to 
see how that money would compound if invested. 

What I hope you take away from this lesson is knowing the value of 
investing and saving, versus spending, because you now understand what 
those dollars can become. 
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Definition =                                                   on                          .

It is the result of reinvesting interest rather than paying it out so that 
interest earned in the next term is then earned on the principal sum and 
any previously accumulated interest.

Compound Interest
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Power of Compounding Interest
Let’s look at this another way. Ben, Chad, and Bob contributed $1,000 a 
month for ten years to an investment account with a compound interest 
rate of 7%. Ben started saving at age 25 and stopped at age 35. Chad 
started saving at age 35 and stopped at age 45. Bob started saving at age 
45 and stopped at age 55.

Each person let the money sit in their accounts until they turned 65.

By the time they were 65:

● Ben earned $1,515,186
● Chad earned $753,951
● Bob earned $349,871

The lesson here is the amount of time invested matters, and compound 
interest works when the investment account is allowed to grow without 
any withdrawals.  

Age

Ben Chad Bob
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How $1,000 Grows
In the chart below, we look at $1,000 invested over time at different rates 
of return. We learn here that rate of return and time invested both matter.  
See what happens to $1,000 and it is compounded monthly at various rates 
of return and over different periods of time.
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Get our free Compound Interest Calculator 
at WinMakeGive.com/wealth-part-6/
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Compound Interest: The Rule of 72
The Rule of 72 is a way to estimate how long it will take to   _________   
your _____________  ______________.

EQUATION 
Years required to double investment = 72 / compound interest rate
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PERCENT YEARS
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The rule of 72 is a quick and easy model. If you were getting a 15% return, 
it would take you 4.8 years to double your money. Calculate how long it 
would take if your rate of return was 18%.

72 / 18 =                                 years
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Compound Interest - A = P(1+R)t

A = Total money in account P = Principle (initial investment)

R = Annual interest rate t = Time invested

Example: $1,000 invested at 11% for 3 years

Initial Investment = $1,000

R = 11% rate of return

t = 3 years

Year One. A = $1,000 principle balance + $110 in interest earned
Year Two.  A = $1,110 principle balance + $122.10 in interest earned
Year Three. A = $1,232.10 principle balance + $135.53 in interest earned

Ending Balance = $1,367.63 ($1000 of initial investment plus $367.63 return)

These numbers may not change your life, but if you left that same $1,000 
invested for 30 years, that $1,000 would turn into $22,892.
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Compound Interest Examples
This is where you really see the missed opportunities. In the ‘Save Like 
Crazy” workbook, you calculated how much you spend on optional items. In 
this exercise, look at what $1,132 saved every month and invested at a 10% 
rate of return would be worth over time. Then use the online compound 
interest calculators to see how much you could earn if you invested instead 
of spent on optional items each month.

9

Try our free Compounded Value of Optional 
Expenses tool at WinMakeGive.com/wealth-part-6/

https://winmakegive.com/wealth-part-6/


How Your Money Grows Annually
In the worksheets below, see what you would able to earn over time 
starting with a balance of zero, contributing monthly, and based on a 
specific rate of return.
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The Effects of Compound Interest

1. Daily (Products or services that you buy more than once per week.)

1.  

If you deposited those funds in an account and let compound interest do it's 
thing, what would it be worth in 5 years and 10 years at 10%? 

2. Weekly (Products or services that you buy approximately once a week.)

1.

If you deposited those funds in an account and let compound interest do it's 
thing, what would it be worth in 5 years and 10 years at 10%? 

3. Monthly (Products or services that you buy monthly or bi-monthly.) 

1.

If you deposited those funds in an account and let compound interest do it's 
thing, what would it be worth in 5 years and 10 years at 10%? 

                 ITEM           FREQUENCY     COST       TOTAL

                 ITEM           FREQUENCY     COST       TOTAL

                 ITEM           FREQUENCY     COST       TOTAL
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5 yrs  = $

                

10 yrs  = $

                

5 yrs  = $

                

10 yrs  = $

                

5 yrs  = $

                

10 yrs  = $

                

Write down items that you often spend money on that are not required 
to survive or to operate. Download and use the Win Make Give Compounded 
Value of Optional Expenses Calculator to figure out how much you’d earn if 
that money was invested.

https://winmakegive.com/wealth-part-6/


Food For Thought

● S&P Index average annual return was 9.8% over the last 90 years.
● The average DJIA annual return with dividends reinvested is around 

9.9% over the last 30 years.  
● The average interest rate earned/charged over the last 50 years was 

8.21%.
● Business growth depends on industry, economy, and capital 

invested. However, growth above 15% is considered rapid growth.

DISCUSSION QUESTIONS

What ongoing optional expenses do we have that we should invest that 
money instead?

Where have we spent money that would have been better invested to 
capitalize on years of compound interest?

If we eliminated a $50 monthly expense, and invested $50 each month in 
an account with a 10% annual return, how much money would we have 
made in 10 years, 30 years, and 50 years? 

What additional money-making job, project, or chore can we do, where 
instead of spending our earnings, we invest it and watch that money 
compound year-over-year?
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Get our free Compound Interest Calculator 
at WinMakeGive.com/wealth-part-6/

https://winmakegive.com/wealth-part-6/


Compound Interest - Reflection
What is my biggest “aha” moment from this compounding lesson?   

Write down how you would explain compound interest to a friend or 
family member. 

Compound interest works both ways. It’s either something you earn or 
something you pay. Calculate your total cost of interest by looking at your 
average credit card balance and your average credit card interest rate. 
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Part Six Homework Question

Preparation for Part Seven
Get familiar with how a compound interest calculator works. 
Download and use the Win Make Give Compound Interest 
Calculator, or the Compound Interest Calculator on Investor.gov.

Have your completed net worth tracker handy.

Gather up information on your retirement accounts (401K, IRA, 
etc), stocks and bonds, Social Security benefits, rental income, 
and any other income you may receive.

If you haven’t already, please join the discussion on the Win Make 
Give Facebook group. Post your thoughts, comments, and 
takeaways from the first six lessons. 

Benjamin Franklin said, “_________ is of a prolific generating 
nature. _________can beget _________, and its offspring can 
beget more _________.”
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IMPORTANT
Nothing in this course constitutes investment advice, 
performance data or any recommendation that any security, 
portfolio of securities, investment product, transaction or 
investment strategy is suitable for any specific person.

We cannot assess anything about your personal circumstances, 
your finances, or your goals and objectives, all of which are 
unique to you, so any opinions or information contained on this 
course are just that – an opinion or information.  

You should not use our advice to make financial decisions and I 
highly recommend you seek professional advice from someone 
who is authorized to provide investment advice.

n Kinney
Win Make Give Series
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