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Lecture outline:

• Calculate a percentage of a given quantity;
• Increase or decrease a quantity by a given percentage; 
• Find the original value of a quantity when it has been increased or 
decreased by a given percentage; 

• Express one quantity as a percentage of another
• Interest rates (simple vs compound)
• Perpetuity and the rule of 72
• Nominal vs Real interest rate
• Effective annual interest rate and Annual Percentage Rate (APR)



Introduction

▪The word ‘percentage’ is used regularly to describe anything from 
changes in the interest rate, to the number of people taking holidays 
abroad, to the success rate of the latest medical procedures or 
exam results. 
▪Percentages are a useful way of making comparisons, apart from 
being used to calculate the many taxes that we pay such as VAT, 
income tax, domestic fuel tax and insurance tax
▪ ‘per cent’ means ‘out of 100’; which means ‘divide by
Example: If you score 85% (using the symbol ‘%’ for percentage) on a 
test then, if there were a possible 100 marks altogether, you would 
have achieved 85 marks. So 85% = 85/100 .



Percentage, fraction and decimal

•  



Writing fractions as percentages

•  



Finding percentage amounts

•  



Finding the original amount before a percentage change

•  



Expressing a change as a percentage

•  



Interest

Interest is the feeling of wanting to know or 
learn about something or someone.
Interest is money paid regularly at a particular 
rate for the use of money lent, or for delaying 
the repayment of a debt.
https://www.youtube.com/watch?v=Yut9qPyT9
jE
The interest rate is the amount a lender 
charges a borrower and is a percentage of the 
principal—the amount loaned. The interest 
rate on a loan is typically noted on an annual 
basis known as the annual percentage rate 
(APR).



Simple vs Compound interest rate

•  



Perpetuity

•  



Real interest rate

•  



Effective annual interest rate

•  



How Long to Save 1 Million Dollars?

Want to discover how long it will take to save $1,000,000? This “millionaire 
calculator” will help.

https://investinganswers.com/calculators/saving/million-dollar-savings-calculator-
how-long-do-i-need-save-become-millionaire-3678#:~:text=If%20you%20start%2
0with%20%2420%2C000,million%20dollars%20in%2039.83%20years.



Concluding remarks

• Calculate a percentage of a given quantity;
• Increase or decrease a quantity by a given percentage; 
• Find the original value of a quantity when it has been increased or 
decreased by a given percentage; 

• Express one quantity as a percentage of another
• Interest rates (simple vs compound)
• Perpetuity and the rule of 72
• Nominal vs Real interest rate
• Effective annual interest rate and Annual Percentage Rate (APR)



Essential readings

▪Math Centre,Percentages 
https://www.mathcentre.ac.uk/resources/uploaded/mc-ty-percent
-2009-1.pdf 

▪Brealey, Myers and Marcus, Fundamentals of Corporate 
Finance, Chapter 3


