COMPOUND

YOUR savings

Although it’s true that money doesn’t grow on trees, it can certainly turn into more money if it
collects interest.
There are two types of interest: basic interest and compound interest. Basic interest is paid only
once, and is easy to understand. However, Albert Einstein believed compound interest to be a
mathematical marvel.

“Compound interest is the eighth wonder of the world. He
who understands it, earns it... he who doesn’t... pays it.
it.”

Once you understand it, we think you might find it MARVELLOUS TOO!
Compound interest is the earnings that are generated on an asset’s reinvested earnings. In other
words, it is interest that earns more interest. To work, it requires two things:

THE RE-INVESTMENT
OF EARNINGS

TIME

This means that the sooner you start saving, the more interest you’ll earn, because your returns
earn money on top of the money you earn on the original investment. In fact, you won’t believe
what a difference a few years can make.
EXAMPLE
Let’s look at the twin siblings Shaina and Dean. When Shaina was 30 she invested
R15 000 at an interest rate of 5.5%. For simplicity, let’s assume the interest rate
was compounded annually. By the time Shaina reaches 55, she will have R57 200.

15K

5.5%

25YR

R57 200

EXAMPLE 2
Dean did not start investing until he reached age 40. At that time, he invested
R15 000 at the same interest rate of 5.5% compounded annually. By the time
Dean reaches age 50, he will have R33 487.

15K

5.5%

10YR

R33 487

So, as you can see, compound interest is IMPORTANT to you because it can turn just a small
investment today into BIG MONEY over the course of a lifetime… or a small debt into a very big
headache! Always remember: the best way to save is to get rid of debt as quickly as you can.
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