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TOPIC 8
Interest and depreciation

8.1 Overview
8.1.1 Introduction
Knowing how the interest on the balance in your bank account, or on the mortgage of your house, is 
 calculated can help you to make smarter choices with your finances. Learning about interest and deprecia-
tion can really pay off in the long term!

8.2 Percentage increase or decrease
8.2.1 Finding the percentage of an amount

 • Quantities are often expressed as the percentage of an amount. For example, 
82% of 1000 Year 8 students believe that they get too much homework. This 
statement gives an indication of the proportion or amount of the 1000 Year 8 
population that feels this way.

 • Calculations involving a percentage of an amount can be performed by  changing 
the percentage to a fraction and finding this fraction of the amount. 0% 0

82% ?

100%
Percentage

1000
Students

LEARNING SEQUENCE
8.1 Overview
8.2 Percentage increase or decrease
8.3 Simple interest
8.4 Applications of simple interest
8.5 Review

CURRICULUM CONTENT
• calculate simple interest for different rates and periods (ACMEM064) ◊ 

 – apply percentage increase or decrease in various contexts, for example calculating the goods and 
services tax (GST) payable on a range of goods and services, and calculating profit or loss in absolute 

and percentage terms (ACMGM006)  
 – use digital technology or otherwise to compare simple interest graphs for different rates and periods   

• calculate the depreciation of an asset using the straight-line method as an application of the  simple interest 
formula AAM ◊

• use a spreadsheet to calculate and graph compound interest as a recurrence relation involving repeated 

applications of simple interest (ACMEM169) AAM ◊ 

WORKED EXAMPLE 1

Calculate 15% of $140.

THINK WRITE

1 Convert 15% to a fraction and change the ‘of’ to a ×. 15% of $140 = 15
100

× 140
1
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2 Simplify by cancelling common factors and then 
 multiply the fractions (highest common factor (HCF) 
of 15 and 100 is 5).

=
315

20100
× 140

1

= 3
20

× 140
1

3 Simplify the answer if possible. = 420
20

= 21

4 Answer the question. 15% of $140 is $21.

WORKED EXAMPLE 2

A shop attendant has to label items with price tags. If the shop normally increases prices by  
15%, what price should he put on an item that the shop bought for $55?

THINK WRITE

1 Calculate 15% of $55 by first expressing both as 
fractions.

15% of 55 =  15
100

× 55
1

2 Simplify and then multiply the two fractions. 
 Simplify the answer.

=
315

20100
× 55

1

= 3
20

× 55
1

= 165
20

= $8.25

3 Add this answer to the original price. $55 + $8.25 = $63.25

4 Answer the question. He should label the item at $63.25.

8.2.2 Percentage increases
A percentage increase is the percentage by which an amount is increased.

Calculations involving percentage increases can be found by finding the percentage of an amount and 
adding it to the amount. 

8.2.3 Discounts
 • A discount is a price reduction on an item. It is 

usually expressed as a percentage or fraction of 
the price of the item or as a dollars and cents 
amount. The amount of money by which a price 
has been reduced will depend on the percentage 
reduction and the original price of the item.UNCORRECTED P
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WORKED EXAMPLE 3

A pair of running shoes normally sells for $129, but this week is being offered by the local shoe 
shop at a 20% discount. What is the sale price?

THINK WRITE

1 Convert 20% to a decimal. 20% = 20
100

= 0.2

2 The discount is 20% of $129. Calculate 20% of $129 by 
multiplying the original price by 0.2.

0.2 × 129 = 25.8
This is the discount

3 To calculate the sale price, subtract the discount of $25.80 
from the original price of $129.

129 − 25.8 = $103.20

4 Answer the question. The sale price is $103.20.

 • The sale price is the result of subtracting the discount from the original price.
Sale price =  original price − discount

0%

50%

100%

Percentage

20%
$129

Sale price

Original price

discount

 • The percentage discount is the percentage of the original price that is subtracted to give the reduced 
price. For example, a pair of shoes may be offered at a 20% discount. 

8.2.4 Goods and services tax (GST)
The goods and services tax (GST) is a tax that is added to the cost of most goods and services in Australia. 
The GST is currently 10%, which means that 10% is added to the cost of most goods and services.

The prices of most goods and services bought in Australia include GST. To determine the price of the 
goods and services before GST was applied, the selling price is divided by 1.1 (100% + 10% GST).

WORKED EXAMPLE 4

The price of a football before GST is added is $25.50. Determine the price of the football after 
GST is added.

THINK WRITE

1 Convert 10% into a decimal. 10
100

= 0.1

2 Calculate 10% of the football by multiplying 0.1 by $25.50. 0.1 × 25.50 = 2.55

3 To calculate the price of the football, add the GST amount of 
$2.55 to the price of the football before GST.

2.55 + 25.50 = 28.05

4 Answer the question. The price of the football after 
GST is added is $28.05.
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  8.2.5 Profi t or loss 
  Profi t  is the difference between the amount the seller pays for the goods or services (the cost) and the 
amount for which the seller sells the same goods or services (the price). 

 A  net profi t  occurs if the price is greater than the cost. 
 A  loss  occurs if the price is less than the cost. 
 Profi t and loss can be calculated in both absolute and percentage terms. 
  Absolute profi t  and  absolute loss  fi nds the difference between the selling and buying (original) prices. 
  Absolute profi t   =   selling price   –   original price  
  Absolute loss   =   original price   –   selling price  
  Note:  for an absolute loss the selling price must be less than the original price.  
  To calculate the profi t or loss in percentage terms, express the profi t/loss as a fraction of the original 

price, then convert the fraction to a percentage. 

   Percentage profit/loss =
absolute profit/loss

original price
× 100     

 WORKED EXAMPLE 5 

  The selling price (including GST) of a pair of runners 
is   $130  . Calculate the price of the runners before 
GST was added.        

  THINK     WRITE  

  1      Write the selling price (including GST) of the runners.        130     

  2      Since this price includes   GST  , divide it by 
  1.1 (100% + 10% (GST))   to obtain the price before GST was 
added.   

     130
1.1

= 118.1818     

  3      Round the answer to 2 decimal places (cents).        $118.18     

  4      Answer the question.      The price of the runners before 
  GST   was added is   $118.18  .   

 WORKED EXAMPLE 6 

  A coin collector bought a rare coin for   $560   and sold it   2   years 
later for   $680  .    
a      Calculate the absolute profi t or loss.  
b     Calculate the percentage profi t or l o ss. Write your answer 

correct to 2 decimal places.       
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Video: Percentages of an amount (eles-1882)

Interactivity: Percentage of an amount (int-3743)

Interactivity: Selling price (int-3745)

Interactivity: Profit and loss (int-3746)

 RESOURCES

THINK WRITE

a 1 Find the difference between the sold price and the coin 
collector’s bought price.

680 − 560 = $120

2 If the amount sold is greater than the amount it was 
bought for, then it is a profit.

The absolute profit made by coin 
 collector is $120.

b 1 Find the difference between the sold price and the coin 
 collector’s bought price.

680 − 560 = $120

2 Write this difference as a fraction of the bought price 
(original price).

120
560

3 Convert the fraction to a percentage by multiplying it 
by 100.

120
560

× 100 = 21.42857%

4 Round the answer to 2 decimal places. 21.43%

5 Answer the question. The coin collector made a  
21.43% profit.

Exercise 8.2 Percentage increase or decrease

Understanding, fluency and communicating
1.  WE1  Calculate the value of each of the following by converting the percentage to a fraction and 

simplifying.
a. 20% of $50 b. 80% of $70 c. 5% of $40 d. 95% of $150 e. 3

4
% of $1600

2. Calculate the value of each of the following.

a. 17.5% of $275 b. 2 
1
2

% of $15 400 c. 47% of $978

d. 33 
1
3

% of $72 e. 110% of $25 325

3.  WE3  Calculate the sale price for each of the following items.
a. A skirt originally priced at $64 is discounted by 25%.
b. A CD valued at $29 is discounted by 10%.
c. Roller blades originally priced at $149 are discounted by 15%.
d. A digital camera with a marked price of $99 is discounted 

by 40%.
4.  WE2  A shop attendant at a sports store has to label items with 

price tags. If the store normally increases prices by 35%, what 
price should be put on the tennis racquet that the store bought 
for $250?

5. A personal assistant currently makes $30 per hour and is given 
an increase of 3.75%. What is his new hourly rate?
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6.    An offi ce manager earns an annual salary of   $55 000  . She is given a salary increase of   1%   for one 
year, and then another   3%   for the subsequent year. What is her salary after   2   years? 

7.      MC   The sale price of the car is: 
a.      $25 000   b.      $27 000   C.      $28 000   d.      $28 500   E.      $29 850       

5%
discount 

FPO
$30 000

8.     The following table shows the bought price and selling price for fi ve items. Copy and  c omplete 
the table.  

  
  

   Buying price        Selling price     
   Absolute   

   Profi t      Loss   

  a      1500        1895        

  b        342        129      

  c      6410            2122    

  d      3200          460      

  e        1157          260    

9.         WE6     Calculate the percentage profi t and loss for the following sales. 
a.    An antique lamp is bought for   $325   and sold for   $415  . 
b.    The selling price of a baseball mitt at a garage sale was   $16.50  . The baseball mitt was original 

bought for   $25.95  . 
c.    A car was bought for   $13 950   and sold for   $5800   after   8   years. 
d.    The purchase price of a gold necklace was   $950  . It was sold for   $1080  .   

10.        WE4     An electrician charged   $450   plus GST. The total charges are: 
a.      $45   b.      $405   C.      $409   d.      $460   E.      $495     

11.        WE5     The price of a packet of cereal is   $5.45   including   GST  . What was the price of the packet of 
cereal before   GST   was added? 
a.      $0.50   b.      $0.55   C.      $4.91   d.      $4.95   E.      $6.00     

12.    Which one of the following is the greater 
percentage profi t? 
a.    A speedboat is bought for   $25 400   and sold 

for   $20 350  . 
b.    Two baseball cards are purchased for   $1.85   

and sold for   $3.65  . 
C.    A vintage toy car is purchased for   $35   and 

sold for   $45  . 
d.    Three items of costume jewellery are bought 

for   $45   and sold in a garage sale for   $25  . 
E.    An original oil painting is purchased for   $950   

and sold for   $1350  .     
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Problem solving, reasoning and justification
13. In your own words, explain two different methods that can be used to calculate the sale price of an 

item when you are given the original price and the discount amount as a percentage.
 14. a.  If you increase $100 by 30% and then decrease the new amount by 30%, will you end up with 

more than $100, less than $100 or exactly $100?
b. Explain your answer to part a, using mathematics to support your answer.
c. If you decrease $100 by 30% and then increase the new amount by 30%, will you end up with more 

than $100, less than $100 or exactly $100?
d. Explain your answer to part c, using mathematics to support your answer.

15. A salesperson’s salary is $67 800, and she is offered an increase of 5% for 2 years, or 2% for the first 
year and 3% for the second year. Which option will give her the most increase in her salary after the 
2 years? Justify your answer using mathematical calculations.

16. A boat is bought for $4500 and sold 3 years later for a 
45% profit. Determine the selling price of the boat. 
Hence, explain the method to determine the selling price 
of an item when given the percentage profit or loss.

17. To determine the price of an item before GST was 
added, the shop owner calculates 10% of the item and 
then subtracts this amount from the selling price. 
Explain, using mathematical calculations, why this 
method will not find the price of items before GST 
is added.

8.3 Simple interest
8.3.1 Principal, interest and time period

 • When you put money in a financial institution such as a bank or credit union, the amount of money 
you start with is called the principal. 

 • People who place money in a bank or financial institution (investors) receive a payment called 
 interest from the financial institution in return for leaving their money in the financial institution. 

 • The amount of interest is determined by the interest rate. 
 • An interest rate is quoted as a percentage for a given time period, usually a year. For example, a bank 

might offer 5.8% per year interest on its savings accounts. This is also written as 5.8% per annum, or 
5.8% p.a.

8.3.2 Simple interest calculations
 • Simple interest is the interest paid on the principal amount of an investment.
 • Since the amount of interest paid each time period is based on the principal, the amount of interest is 

constant.
 – For example, $500 is placed in an account that earns 10% p.a. simple interest every year.

Time period (years)
Amount of money at 
the start of the year Interest for the year

1 $500 $50

2 $550 $50

3 $600 $50

4 $650 $50
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 • In some cases, the time period for which the money is invested is not a multiple of the time quantity 
that the interest rate is quoted as; for example, if the interest rate is given as a per annum rate and the 
money is invested for 3 months. In these instances it is necessary to calculate the equivalent interest 
rate for the time units for which the money is invested.

 – The total interest paid is 4 × 50 = $200, so the value of the investment after 4 years is 
500 + 200 = $700.

 • Simple interest is calculated using the formula below.

WORKED EXAMPLE 7

A real-estate developer offers investors a chance to invest in their latest development. If $10 000 
is invested, the developer will pay 11.5% simple interest per year for 5 years. Calculate the value 
of the investment.

THINK WRITE

1 Identify the known quantities:
 • principal (P): amount of money invested
 • interest rate (R)
 • number of time periods (T) for which the money is 

invested.

P = 10 000
R = 11.5
T = 5

2 Calculate the interest (I ) using the formula I = P × R × T
100

. Interest =  
10 000 × 11.5 × 5

100
 

= 5750

3 The value of the investment is the sum of the interest 
($5750) and the principal ($10 000).

Value = 10 000 + 5750 
= 15 750

4 Answer the question. The value of the investment after 
5 years is $15 750.

Value = principal (P) + interest (I)

I = P × R × T
100

where I = interest
P = principal
R = interest rate (as a percentage)
T = the number of time periods for which the money is invested.

 • If R is given as a percentage per annum, then the time, T, must be given in years. If R is given as a 
percentage per month, then T must be given in months.

 • The total amount of money is known as the value of the investment.

WORKED EXAMPLE 8

A bank offers interest on its savings account at 4% per annum. If a Year 9 boy opens an account 
with $600 and leaves his money there for 4 months, how much interest does he earn?
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THINK WRITE

1  • The interest rate period is per annum and the amount of 
time the money is invested for is in months. Calculate an 
equivalent monthly interest rate.

 • Since there are 12 months in a year, divide the annual 
interest rate by 12 to get a monthly interest rate.

4
12

= 1
3

4% p.a. is % per month.

2 Identify the known quantities. Note that we are now dealing in 
months, rather than years.
 • principal (P)
 • interest rate (R) per month
 • time period (T), number of months

P = 600
R = 1

3
T = 4

3 Calculate the interest (I) using the formula I = P × R × T
100

Interest =
600 × 1

3
× 4

100
= 8

4 Answer the question. The total interest is $8

8.3.3 Simple interest graphs
A simple interest graph shows the growth of the invested amount over a time interval. The simple interest 
graph will form a straight line because the amount the investment is growing by each year is the same 
( constant). The amount, in dollars, of growth (interest earned) will be the gradient of the line. 

Constructing a simple interest graph requires the calculation of simple interest at various times, and then 
plotting these as coordinates on a set of axes. 

WORKED EXAMPLE 9

A sum of $1200 is invested in a savings account that attracts 5% per year simple interest. 
 Construct a graph that shows the amount the investment is worth over five years.

THINK WRITE

1 Find the principal, P, and rate, R, of the 
investment.

P = $1200
R = 5
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2 Calculate the amount of interest earned 
each year.

T = 1

I = PRT
100

= 1200 × 5 × 1
100

= 60
$60 interest is earned each year.

3 Calculate the amount the investment is worth 
over the five years.

Year Investment amount ($)

0 1200

1 1200 + 60 = 1260

2 1260 + 60 = 1320

3 1320 + 60 = 1380

4 1380 + 60 = 1440

5 1440 + 60 = 1500

3 Plot the points on a set of axes.
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Interactivity: Simple interest (int-6074)

 RESOURCES

Exercise 8.3 Simple interest

Understanding, fluency and communicating
1.  WE7  A film producer offers investors the chance to invest in his latest movie. If $20 000 is invested, 

the producer will pay 22.3% simple interest per year for 2 years. Determine the value of the 
 investment at the end of the 2 years.
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2.  MC  If an investment of $400 pays 8% simple interest per year, then the value of the investment at the 
end of 3 years is:
a. $32 b. $96 C. $432
d. $496 E. $1296

3. Calculate the simple interest paid on the following investments.
a. $500 at 6.7% per year for 2 years
b. $500 at 6.7% per year for 4 years
c. $1000 at 6.7% per year for 4 years

4. Calculate the amount of interest paid on a $1000 investment at 5% for 5 years.
5.  WE9  Construct simple interest graphs for the following investments, where T = time in years.

a. P = $500,  R = 3% pa,  T = 4
b. P = $1500,  R = 7% pa,  T = 5
c. $12000 invested at 6.5% p.a. for 6 years.

6. For the simple interest graph shown, the amount of interest earned on the investment in 1 year is:

3000
3500

2500
2000
1500
1000
500

0 1 2 3 4 5 6
Time (6-monthly intervals)

V
al

ue
 o

f 
in

ve
st

m
en

t (
$)

a. $250 b. $500 C. $1250 d. $2000 E. $3250
7.  WE8  A bank offers interest on its savings account of 6% p.a. If a Year 9 girl opens an account with 

$750 and leaves her money there for 5 months, how much interest does she earn?
8.  MC  If the annual interest rate is 8%, then the monthly 

interest rate is:
a. 0.8% b. 0.77%
C. 0.67% d. 0.6%
E. 0.4%

9. Calculate the interest paid on the following investments.
a. $500 invested at 8% per annum for 1 month
b. $500 invested at 8% per annum for 3 months
c. $500 invested at 8% per annum for 6 months

10. A bank offers investors an annual interest rate of 9% if 
they buy a term deposit. If a customer has $5600 and 
leaves the money in the term deposit for 2.5 years, what is the value of the investment at the end of 
the 2.5 years?

Problem solving, reasoning and justification
11. In your own words, explain the difference in meaning in the following pairs of terms:

a. principal and value of the investment
b. amount of interest and interest rate.

12. Bank A offers an interest rate of 7.8% on investments, while Bank B offers an interest rate of 7.4% in 
the first year and 7.9% in subsequent years. If a customer has $20 000 to invest for 3 years, which is 
the better investment?
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13.     Your parents decide to borrow money to improve 
their boat, but cannot agree which loan is the 
better value. They would like to borrow   $2550  . 
Your mother goes to Bank   A   and fi nds that they 
will lend the money at   111

3
%   p.a. simple 

 interest for   3   years. Your father fi nds that Bank 
  B   will lend the   $2550   at   1%   per month simple 
interest.   
a.    Which bank offers the best rate over the three 

years? 
b.    Provide reasons for your answer to part a.   

14.     A loan is an investment in reverse; you  borrow  
money from a bank and are  charged  interest. The 
value of a loan becomes its total cost. 
a.    A worker wishes to borrow   $10 000   from a bank, which charges   11.5%   interest per year. If the loan 

is over   2   years: 
i.    calculate the total interest paid 
ii.    calculate the total cost of the loan.   

b.    Most loans require a monthly payment. The monthly payment of a simple interest loan is calculated 
by dividing the total cost by the number of payments made during the term of the loan. 

 Determine the monthly payment for the loan in question   a   above.   
15.     A student wishe s  to invest money to buy a car. She chooses a savings account that pays   7.5% p.a.   

simple interest for   5   years. She plans on buying a car and will need to earn   $3750   in interest over the 
  5   years. 
a.    How much does she need to invest so that she will have enough money to buy the car after   5   years? 

 She invests the amount found in part  a  and after   2   years, she is able to reinvest the original 
 principal plus interest into another account that pays   8.25% pa  . 

b.    How much will the investment be worth after the end of the next   3   years? 
c.    How much more interest, in dollars, does she earn by changing to the other account? 

 After the   5   years, she sees a car to buy which is priced at   $18 900  . 
d.    If she can negotiate a price, what percentage discount will she need to ask for so that she can afford 

to buy the car? Write your answer to the nearest whole percent.         

                      8.4   Applications of simple interest  
 8.4.1 Straight-line depreciation 
 Some items we purchase decrease in value over time due to 
wear and tear, and age. This is known as depreciation. 
When an item depreciates by a set amount in dollars each 
year, it is known as straight-line depreciation. 

 Calculating the value of an item using straight-line 
depreciation involves fi nding the percentage amount of the 
initial value of the item and then subtracting that amount 
each year. Items depreciate on a yearly basis, so the time 
and rate   (%)   of depreciation is in years or per annum. 

   Value = amount − amount × R × T
100
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 WORKED EXAMPLE 10 

  A car’s value depreciates by straight-line depreciation of   8%  . If the car’s initial value is   $12 500  , 
calculate its value after   5   years.  

      

  THINK     WRITE  

  1      Convert   8%   to a decimal.         8
100

= 0.08      

  2      Find   8%   of   $12 500  .         0.08 × 12 500 = 1000    
  The car decreases by   $1000   each year.    

  3      Subtract the amount in step   2   from the 
initial value of the car. Continue to subtract 
  $1000   from the car’s value at the end of 
each year.   

  Time  Value
  0   (initially) 12 500

   1   12 500 − 1000 = 11 500

   2   11 500 − 1000 = 10 500

   3   10 500 − 1000 = 9 500

   4   9500 − 1000 = 8500

   5   8500 − 1000 = 7500

  4      Answer the question.       The car’s value after   5   years is   $7500  .    

  8.4.2 Compound interest 
 •     With  compound interest , investors get interest on the current total in the account. This includes both 

the principal and the interest that has already been paid. 
 •    Investments accumulate more money and grow faster with compound interest than with simple

  interest. 
 •        The  compounding period  is the time after which interest is calculated and added to the principal. 
 •    This ‘new principal’ (interest   +   principal) earns interest after a second compounding period elapses. 

This is repeated for the total time of the investment. This is also known as ‘earning interest on
  interest’. 

 •      One method of calculating compound interest is to use a table. 
 –    Step 1: Identify the principal, interest rate and compounding period. 
 –    Step 2: Calculate the interest for the � rst compounding period. 
 –    Step 3: Add the interest to the principal; this becomes the ‘new principal’. 
 –    Repeat Steps 2 and 3 for as many compounding periods as are required.        
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WORKED EXAMPLE 11

A bank offers interest at 8% per year, compounded each year. If a customer puts $500 in the 
bank, how much will be there after 3 years?

THINK WRITE

1 Place the original 
principal in the 
first row of the 
table, as shown in 
black.

Time 
period

Current 
principal Interest paid New principal

1 year 500
Interest = PRT

100
= 500 × 8 × 1

100
= 40

500 + 40
   = 540

2 years 540
Interest = PRT

100
= 540 × 8 × 1

100
= 43.20

540 + 43.20
   = 583.20

3 years 583.20
Interest = PRT

100
= 583.20 × 8 × 1

100
= 46.66

(rounded to 2 d.p.)

583.20 + 46.66
   = 629.86

2 Calculate the 
interest on $500 at 
8% for 1 year, as 
shown in blue.

3 Add the interest of 
$40 to the princi-
pal of $500 to 
obtain the new 
principal, as 
shown in red. Use 
this new principal 
for the second 
time period.

4 Calculate the 
interest on $540 at 
8% for the second 
year, as shown in 
green.

5 Add the interest of 
$43.20 to the 
principal of $540 
to obtain the new 
principal, as 
shown in orange. 
Use this new 
principal for the 
third time period.

6 Calculate the 
interest on 
$583.20 at 8% for 
the third year, as 
shown in pink.
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 • If the compounding period is not the same as the interest rate period, it is necessary to calculate the 
interest rate for the compounding period. 

For example, a bank may offer an interest rate of 8% per annum, but the compounding period could 
be quarterly. This means that the interest will compound at the rate of 2% quarterly.

WORKED EXAMPLE 12

A bank offers a term deposit for 2 years, at an interest rate of 12% per year with a 
 compounding period of 6 months. What would be the end value of a $10 000 investment under 
these  conditions?

THINK WRITE

1  • Convert the 
interest rate to 
that of the com-
pounding period. 
Since the interest 
rate is quoted for 
1 year and the 
compounding 
period is 6 
months, divide the 
interest rate by 2.

I = 12% p.a.
The 6-monthly interest rate is 6%.

 • Calculate the 
number of com-
pounding periods 
in the investment 
period. There are 2 
six-month periods 
per year. Multiply 
the number of 
years by 2.

2  years = (2 × 2) six-month periods
= 4  six-month periods

7 Add the interest of 
$46.66 to the 
principal of 
$583.20 to obtain 
the new principal, 
as shown in purple.

8 Answer the 
 question.

After 3 years there will be $629.86 in the bank.
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2 Place the original 
principal in the first 
row of the table, as 
shown in black.

Time 
period

Current 
principal Interest paid New principal

1 
(6 months)

10 000 Interest

  = PRT
100

  = 10 000 × 6 × 1
100

  = 600

10 000 + 600
  = 10 600

2 (12 
months)

10 600 Interest

  = PRT
100

  = 10 600 × 6 × 1
100

  = 636

10 600 + 636
  = 11 236

3 (18 
months)

11 236 Interest

  = PRT
100

  = 11 236 × 6 × 1
100

  = 674.16

11 236 + 674.16
  = 11 910.16

4 (24 
months; 
2 years)

11 910.16 Interest

  = PRT
100

  = 11 910.16 × 6 × 1
100

  = 714.61
 (rounded to 2 d.p.)

11 910.16 + 714.61
  = 12 624.77

3 Calculate the interest 
on $10 000 at 6% for  
6 months, as shown 
in blue.

4 Add the interest of 
$600 to the principal 
of $10 000 to obtain 
the new principal, as 
shown in red. Use 
this new principal 
for the second time 
period.

5 Calculate the interest 
on $10 000 at 6% for 
6 months, as shown 
in green.

6 Add the interest of 
$636 to the principal 
of $10 600 to obtain 
the new principal, as 
shown in orange. 
Use this new princi-
pal for the third time 
period.

7 Calculate the interest 
on $11 236 at 6% for 
6 months, as shown 
in pink.

8 Add the interest of 
$674.16 to the 
principal of $11  236 
to obtain the new 
principal, as shown 
in purple. Use this 
new principal for the 
fourth time period.

9 Calculate the interest 
on $11 910.16 at 6% 
for 6 months, as 
shown in brown.
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10 Add the interest of 
$714.61 to the 
principal of 
$11 910.16 to obtain 
the new principal, as 
shown in turquoise.

The value of the investment after 2 years is $12 624.77.

8.4.3 Compound interest graphs
Compound interest graphs show the value of an investment at 
regular time intervals.

Unlike simple interest graphs, which are straight lines, 
compound interest graphs are exponentials (curves), because 
the investment is growing by a set percentage instead of a set 
dollar amount. 

WORKED EXAMPLE 13

Construct a compound interest graph for the investment in Worked Example 10.

THINK WRITE

1 Create a table of values. Time interval 
(6-monthly) Amount ($)

0 (initial investment) 10 000

1 10 600

2 11 236

3 11 910.16

4 12 624.77

2 Draw a set of axes and plot the points on 
the graph. Label the vertical axis 
‘Amount ($)’ and horizontal axis ‘Time 
interval (years)’, and draw a curve 
through the points.
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8.4.4 Using a spreadsheet to calculate compound interest
Calculating compound interest over a long period of time requires numerous repetitive calculations. 
 Spreadsheets are a useful tool to perform these calculations.
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WORKED EXAMPLE 14

A bank offers 7.5% per annum compounded yearly on investments. $5000 is invested for 10 years. 
Using a spreadsheet, determine the value of the investment after the 10 years.

THINK WRITE

1 Open a spreadsheet labelling the columns 
‘t, year’ and ‘value, $’. Enter the values 0 
and 5000 into the first row as shown.

A

1
2

3

4

t, year value $

0

1

2

5000

B

2 Write the calculation that will determine 
the value of the investment after 1 year.
R = 7.5,  P = 5000,  T = 1

V = P + I

= 5000 + 5000 × 7.5 × 1
100

3 Rewrite this calculation as a spreadsheet 
formula calculation; replace 5000 with the 
cell number from step 1, B2.

V = B2 + B2 × 7.5 × 1
100

4 Insert this calculation into the spreadsheet 
in cell B3.

A

1
2

3

4

t, year value, $

0

1 = B2 + (B2 * 7.5 * 1)/100

2

5,000

B

5 Copy the calculation for the next 8 years 
by using the fill-down function (or drag 
the bottom right corner down the cells). 
Complete column A to show 10 years.

A

1
2

3

4

5

6

7

8

9

10

11

12

t, year value, $

0

1

2

3

4

5

6

7

8

10

9

5000

5375

5778.125

6211.484

6677.346

7178.147

7716.508

8295.246

8917.389

9586.193

10305.16

B

6 Answer the question. After 10 years, the value of the investment is 
$10 305.16.

Interactivity: Compound interest (int-6075)
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Exercise 8.4 Applications of simple interest

Understanding, fluency and communicating
1.  WE10   A car’s value depreciates by straight-line 

depreciation of 9%. If the car’s initial value is 
$19 850, calculate its value after 7 years.

2. Office furniture depreciates by straight-line 
depreciation. The initial value of the furniture 
was $35 000 and after two years the value of the 
furniture had decreased by $8400. Determine the 
straight-line depreciation percentage.

3. a.  A bank offers interest at 7% per year, com-
pounded each year. If a customer puts $900 in 
the bank, how much will be there after 3 years?

b. Another bank offers interest at 8% per year, 
compounded each year. If a customer puts $14 000 in the bank, how much will be there after 4 years?

4. A bank offers a term deposit for 3 years at an interest rate of 8% p.a. with a compounding period of 6 
months. What would be the end value of a $5000 investment under these conditions?

5.  WE13  Construct a compound interest graph for the investment in Question 4.
6.  WE14  A bank offers 8% per annum compounded yearly on investments. $2000 is invested for 5 years. 

Using a spreadsheet determine the value of the 
investment after the 5 years.

7. A bank offers compound interest on its savings 
account of 4% per year. A boy opens the 
account with $1125.
a. Using a spreadsheet, calculate the value of the 

boy’s investment for the first four years.
b. Using your values from part a, construct a 

compound interest graph.
8. A sum of $1000 is invested at 10.5% interest. 

Using a spreadsheet, find the value of the invest-
ment for the following years and types of interest.

Principal Annual interest rate Time (years) Simple interest Compound interest 

a. $1000 10.5% 3

b. $1000 10.5% 6

c. $1000 10.5% 9

d. $1000 10.5% 12

9. A sum is invested into a bank account that is 
compounded annually. The graph shows the value 
of the investment over 5 years.
a. What was the sum of money invested?
b. Calculate the compound interest for this 

 investment.
$10 000.00
$11 000.00
$12 000.00
$13 000.00
$14 000.00
$15 000.00
$16 000.00
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10. The graph shows the value of a car that depreciates with straight-line depreciation. 

a. What was the initial value of the car?
b. What was the value of the car after 5 years?
c. Calculate the straight-line depreciation percentage.

Problem solving, reasoning and justification
11. In your own words, explain the difference between simple and compound interest.
12. One aspect of compound interest is of great importance to investors: how long does it take to double 

my money? Consider a principal of $100 and an annual interest rate of 10% (annual compounding).
a. How long does it take for this investment to be worth $200?
b. How long would it take for the investment to be worth $400 (a second doubling)?

13. Using a spreadsheet, determine how long it would take to ‘double your money’ with compound 
interest at the following annual rates.
a. 5% b. 7% c. 10% d. 12%
State your answers in years. Is there a ‘pattern’ to your answers?

14. There are two options available for a $4500 investment.
Option 1: simple interest at 6.25% per year
Option 2: compound interest 6% per year, compounded half-yearly.
To calculate the interest on the investment for option 2 after the first year, a student performed the 
following calculation:

Option 2: investment value = 4500 + 4500 × 6 × 1
100

a. Explain why the rate, R, should be 3%.
Using a spreadsheet:
b. determine the value of the investment for both options after three years.
c. after how many years will option 2 be the better option?

15. Items can also depreciate by a set percentage each year.  For example, if office equipment depreciates 
by 5% each year, it means that each year the value of the item is 5% less than the previous year.
a. Write a calculation that would determine the value of a car with initial value of $13 800 that depreci-

ates 8% each year at the end of the first year.
b. Explain how this is similar and different to calculating compound interest for investments.
c. Using a spreadsheet, find the value of a car with an original value of $13 800 that depreciates by 7% 

each year.
d. After how many years will the car’s value be half of its original value?

8.5 Review
Summary
In this topic you have learnt:

 • how to increase and decrease amounts using percentages 
 • the difference between absolute and percentage profit and loss 
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 • the difference between simple and compound interest 
 • how to calculate simple and compound interest for investments 
 • how to use spreadsheets to calculate compound interest 
 • how to create simple and compound interest graphs.

Exercise 8.5 Review of Interest and depreciation

Understanding, fluency and communicating
1. Calculate

a. 43% of $230 b. 110% of $80
2. A store is having a 25% off sale. An item originally 

priced at $116 is now worth:
a. $29
b. $87

C. $91
d. $145

E. $155

3. For the following, find:
i. absolute profit and loss
ii. percentage profit and loss.

a. A bicycle bought for $450 and sold for $350
b. A gold ring bought for $550 and sold for $615.

4. The percentage loss on a boat purchased for $17 500 was 28%. Determine how much, in dollars, the 
boat was sold for.

5. $15 000 is invested in an account that attracts simple interest of 5.5% per annum. What is the value of 
the investment after 6 years?
a. $825 b. $900 C. $4950 d. $15 825 E. $19 950

6. Determine the value of an investment of $3500 at simple interest of 8% pa after 5 years.
7. Calculate the amount, in dollars, of GST that needs 

to be added to the following goods and services.
a. A T-shirt priced before GST at $15.00
b. Hiring a plumber for a cost of $550

8. A TV is bought for $2999, including GST. 
 Determine the amount, in dollars, of GST added. 

9. The original value of a yacht is $23 000. If it 
depreciates at straight-line depreciation at 8%, 
determine the value of the yacht after 5 years.

10. An office photocopier depreciates at straight-line 
depreciation. The original value of the photocopier 
was $3575; after three years its value had 
decreased to $2975. Determine the straight-line depreciation percentage.

11. Calculate the compound interest on an investment of $10 600 at an 
interest rate of 7.55% p.a. over 15 years.

12. Calculate the percentage pay increase for the following cases.
a. Annual salary increases from $45 000 to $48 500
b. Hourly wage increases from $15.50 to $16.25
c. The rate of pay for running shoes (piecework) increases from $4.50 to 

$4.65 per shoe.
13. Calculate the sale price of the following items. Round your answers to 

the nearest 5 cents.
a. A $50 lamp at a 15% discount
b. A $100 desk at a 30% discount
c. A $200 dresser at a 22.5% discount 
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14. Using a spreadsheet, determine the value of the following investments.
a. $1000 at 8% interest per year for 4 years
b. $2000 at 9.2% interest per year for 5 years
c. $3000 at 1.1% interest per month for 11 months
d. $4000 at 9.l8% interest per year for 3 months

15. The graph shows $8500 invested in a savings account at simple interest.
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a. How much, in dollars, does the investment grow each year?
b. At the end of the second year the investment was $9010. Determine the simple interest percentage. 
c. After how many years will the investment’s value first exceed $10 000?

16. A personal assistant currently makes $30 per hour and is given an increase of 3.75%. What is his new 
hourly rate?

17. The graph shows the value of a sum of money over 
5 years. Which one of the following statements 
about the investment is true?
a. The money was invested at simple interest.
b. The money was invested at compound interest, 

compounded yearly.
C. The money was invested at compound interest, 

compounded monthly.
d. The money was invested at compound interest, 

compounded half-yearly.
E. The money was invested at compound interest, 

compounded quarterly.
18. Before a pay rise, a salesperson’s salary is $55 600. After her pay rise, her salary is $57 824. Calculate the:

a. amount, in dollars, of her pay rise 
b. the percentage increase of her pay.

19. A real-estate developer needs money very quickly for a short time. She offers 1.5% simple interest per 
month to people who invest $10 000. How much interest does she have to pay in 3 months for a 
$10 000 principal?

20. A boy buys a skateboard for $32.35. Which one of the following does not represent this situation, 
correctly rounded to the nearest whole percent?
a. The skateboard is originally priced at $39.80 

and  discounted by 23%.
b. The skateboard is originally priced at $42.00 

and  discounted by 23%.
C. The skateboard is originally bought for $29.95 

and marked up by 8%.
d. The skateboard is originally bought for $26.30 and 

marked up by 23%.
E. The skateboard is originally bought for $35.16 and 

sold for a percentage loss of 8%.

600
700
800
900

1000

500
400
300
200
100

Time (years)
1 2 3 4 5 6

V
al

ue
 (

$)

0

UNCORRECTED P
AGE P

ROOFS



TOPIC 8 Interest and depreciation 23

c08InterestAndDepreciation.indd Page 23 02/08/17  1:07 AM

Problem solving, reasoning and justification
21. A new dining table retails for $1500 but is not selling, so the shop decides to discount the table each 

week, by 5% of the last week’s price, for up to 6 weeks, until it is sold. What is the total discount 
after 6 weeks?

22. The size of the percentage profit changes as the cost of the item decreases.
a. Calculate the profit as a percentage of the cost for each of the following cases.

i. A profit of $10, cost of $1, percentage profit =  ____________%
ii. A profit of $10, cost of $0.20, percentage profit =  ____________%
iii. A profit of $10, cost of $0.05, percentage profit =  ____________%

b. Repeat parts i to iii, calculating profit as a percentage of price this time.
c. Which calculations best express profit when the cost is small?

23. A sales assistant saves $2000 each year and puts it into a 
special savings account that pays 8% interest on the 
amount of money in the account at the end of the year. If 
the assistant contributes $2000 for 10 years at the end of 
each year, use a spreadsheet to work out how much 
money will be in the account at the end of the 10 years? 

24. Using a spreadsheet, calculate the value of each of the 
following investments if the principal is $1000.
a. Interest rate = 8% p.a., compounding period = 1 year, 

time = 2 years 
b. Interest rate = 8% p.a., compounding 

period = 6 months, time = 2 years 
c. Interest rate = 8% p.a., compounding 

period = 3 months, time = 2 years
25. A building society offers term deposits at 9%, 

 compounded annually. A credit union offers term 
 deposits at 10% but with simple interest only.
a. After 2 years, which has the larger value?
b. After 3 years, which has the larger value?
c. How many years before the compound interest offer 

has the greater value?
26. Use a spreadsheet, complete the following table of simple and compound interest investments.

Principal
Annual 

 interest rate Time (years) Simple interest
Compound 

interest

a. $1000 4% 7

b. $1000 6% 7

c. $1000 8% 7

d. $1000 10% 7

27. An online bank has a special offer on term deposits as shown below.

Term Deposit

Special Offers:

4.50% p.a.* for 5 months   4.35% p.a.* for 6 months   4.50% p.a.* for 24 months

*Interest is calculated daily and paid at maturity.
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a. For each of the offers, use technology to determine the total amount of the term deposit at the end of 
the term.
The fine print at the bottom of the web page contains the following information:

Rates shown above are the nominal interest rates for a term deposit of $10 000. Interest is 
payable at maturity and if you choose a 24-month deposit you can request interest to be 
 transferred to you every month, once a quarter, at six months or at maturity.

b. Calculate the final amount in a 24-month term deposit that was opened with $10 000 if the interest is 
calculated on the new total when the interest is added to the account:
i. annually
ii. at the end of every month
iii. at the end of every quarter
iv. at the end of each six-month period.

c. Which of the interest payment options from part b would you choose? Why?
28. In the new three-year enterprise bargaining agreement (EBA), the union representatives are requesting 

a 3% pay rise for their workers each year for 3 years. The employers have offered a once-only 9% pay 
rise for the 3 years. Which deal will give workers the better pay rise? Justify your answer using 
calculations. Explain why this is the case.

29. The cost of some goods increases due to inflation. The price of a loaf of bread last year was $3.00 and 
this year the price rose to $3.10.
a. Determine the percentage increase for a loaf of bread from last year to this year.
b. By what percentage will the bread need to be discounted so that the price is the same as last year?

30. The shop owner buys clothing for his shop. He needs to add 10% GST and then mark up each item by 
15%. Instead of performing the two calculations, he decides to take a shortcut and increase the items 
by 25% as a one-off calculation. Show, using calculations, that these two methods are different.
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Answers
Exercise 8.2 Percentage increase or decrease
 1. a. $10 b. $56 c. $2 d. $142.50 e. $12

 2. a. $48.13 b. $385 c. $459.66 d. $24 e. $27 857.50

 3. a. $48 b. $26.10 c. $126.65 d. $59.40

4. $337.50

5. $31.13

6. $57 216.50

7. D

8. 
Buying price Selling price

Absolute
Profit Loss

a 1500 1895 395

b 213 342 129

c 6410 4288 2122

d 3200 3640 460

e 1417 1157 260

9. a. 27.69% profit b. 36.42% loss c. 58.42% loss d. 13.68% profit

10. E

11. D

12. B

13. Method 1: Find the percentage (discount) of the sale item and then subtract from the original price.

Method 2: Find the percentage of the amount paid for the sale item (e.g. if the discount is 15% you will pay 100 − 15 = 85% 
of the item), then find this percentage of the original price.

 14. a. Less than $100

b. 30% of 100

0.3 × 100 = 30

Add $30 to $100 = $130.

Find 30% of $130.

0.3 × 130 = $39

Subtract $39 from $130 = $91.

c. Less than $100

d. Find 30% of $100.

0.3 × 100 = $30

Subtract $30 from $100 = $70.

Find 30% of $70.

0.3 × 70 = $21

Add to $70 = $91.

15. Option 2 salary after two years is $71 230.68.

Option 1 salary after two years is $71 190.

Therefore option 2 is the better option.

16. $6525

17. Price including GST is 10% more than the original price (i.e. 110%). Finding 10% of the selling price gives 10% of 110 = 11. 
Subtracting 11% from the selling price gives 110 − 11 = 99%, which is less than the original price.

Exercise 8.3 Simple interest
1. $28 920

2. D

 3. a. $67 b. $134 c. $268

4. $250
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 5. a. 

540
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6. A

7. $18.75

8. C

 9. a. $3.33 b. $10 c. $20

10. $6860

 11. a.  Principal is the amount that is invested initially (time = 0). The value of the investment is the principal plus the interest 
earned over time.

b. The amount of interest is the amount by which the investment has increased (or grown) in dollars. The interest rate is the 
percentage increase of the investment. 

12. Bank A: interest earned after 3 years is $40 more than with Bank B.

13. Bank A is the better rate over 3 years: R = 11 
1
3

% pa

Bank B: rate per month = 1%, over a year = 12% pa.

 14. a. i.  $2300 ii. $12 300

b. $512.50

 15. a. $10 000 b. $14 346.25

c. $596.25 d. 24%
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Exercise 8.4 Applications of simple interest
1. $7344.50

2. 12%

 3. a. $1102.54

b. $19 046.85

4. $6326.59
5. 

6500

4500
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5500

6000

4000

Time (years)
1 2 3 4 5 6 7

V
al

ue
 o

f 
in

ve
st

m
en

t (
$)

0

6. 
1
2
3
4
5
6
7

t value
B CA

$2 000.00
$2 160.00
$2 332.80
$2 519.42
$2 720.98
$2 938.66

2
3
4
5
6
7

= (B2 * 0.08) + B2

 7.  a. 

1
2
3
4
5
6

t value
B CA

0 $1 125.00
$1 170.00
$1 216.80
$1 265.47
$1 316.09

1
2
3
4

= (B2 * 0.04) + B2

b. 
$1,350.00
$1,300.00
$1,250.00
$1,200.00
$1,150.00
$1,100.00

Time (years)
1 2 3 4 5

V
al

ue
 (

$)

0

 

8. Principal Annual interest rate Time (years) Simple interest Compound interest 

$1000 10.50% 3 $315.00 $349.23

$1000 10.50% 6 $630.00 $820.43

$1000 10.50% 9 $945.00 $1456.18

$1000 10.50% 12 $1260.00 $2313.96

9. a. $12 000 b. 5% pa

 10. a. $25 000 b. $15 000 c. 8%

11. Simple interest is the interest paid on the original amount invested. It is found by finding the percentage of the principal 
(amount invested) and multiplying by the number of years the amount is invested for.

Compound interest is the interest paid on the growing investment. The amount of interest, in dollars, increases over the length 
of the investment because it calculates interest on interest already earned.

 12. a. 8 years b. 15 years
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13. 

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19

T, years value, $
B C D EA

$100.00
5%

$105.00
$110.25
$115.76
$121.55
$127.63
$134.01
$140.71
$147.75
$155.13
$162.89
$171.03
$179.59
$188.56
$197.99
$207.89

= (b3 * 0.05) + B3 = (d3 * 0.1) + d3= (c3 * 0.07) + c3 = (e3 * 0.13) + e3

$100.00
7%

$107.00
$114.49
$122.50
$131.08
$140.26
$150.07
$160.58
$171.82
$183.85
$196.72
$210.49
$225.22
$240.98
$257.85
$275.90

$100.00
10%

$110.00
$121.00
$133.10
$146.41
$161.05
$177.16
$194.87

$235.79
$214.36

$259.37
$285.31
$313.84
$345.23
$379.75
$417.72

$100.00
12%

$113.00
$127.69
$144.29
$163.05
$184.24
$208.20
$235.26

$300.40
$265.84

$339.46
$383.59
$433.45
$489.80
$553.48
$625.43

0
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Formulas

As the rate of interest increases, the length of time taken to double the investment decreases.

 14. a. Investment is compounded half-yearly. 6% is for the full year, therefore R is half that value: 
6
2

= 3.

b. Option 1: $5343.75

c. Option 2 : $5373.24

d. After 2 years, option 2 will be the better option with a value of $5064.79, which is more than Option 1 ($5062.50).

 15. a. 13 800 − 13 800 × 8 × 1
100

b. It is similar to compound interest because the value is found by finding a percentage of the previous value.

It is different to compound interest because the percentage of the previous value is subtracted from that value.
c. 

1
2
3
4
5
6
7
8
9
10
11
12
13

t value
BA

$12 696.00
$13 800.00

$11 680.32
$10 745.89
$9 886.22
$9 095.33
$8 367.70
$7 698.28
$7 082.42
$6 515.83
$5 994.56
$5 515.00

1
0

2
3
4
5
6
7
8
9

10
11

d. 9 years

Exercise 8.5 Review
 1. a. $98.90 b. $88

2. B

 3. a. i. $100 loss ii. 22.22% loss

 b. i. $65 profit ii. 11.82% profit 

4. $12 600

5. E

6. $4900

 7. a. $1.50 b. $55

8. $272.64 9. $13 800 10. 5.59% 11. $20 983.63

 12. a. 7.78% b. 4.84% c. 3.33%(3 
1
3

%)
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 13. a. $12.75 b. $70 c. $155

 14. a. $360.49 b. $1105.58 c. $383.64 d. $91.80

 15. a. $255 b. 3% pa c. 6 years

16. $31.13

17. D

 18. a. $2224 b. 4%

19. $450

20. A

21. $397.36

 22. a. i. 1000% ii. 5000% iii. 20 000%

 b. i. 90.91% ii. 98.04% iii. 99.50%

c. Profit is best expressed using profit as a percentage of the selling price when the original cost is small.
23. 

1
2
3
4
5
6
7
8

end of week value, $
B CA

0 $1 500.00
$1 425.00
$1 353.75
$1 286.06
$1 221.76
$1 160.67
$1 102.64

1
2
3
4
5
6

= B2 – (B2 * 0.05)

$33 290.97
24. 

9 6
10 7
11 8

1
2
3
4
5
6
7
8

t
Yearly =
(B3 * 0.08) + B3

6 month =
(C3 * 0.04) + C3

3 month =
(C3 * 0.02) + D3

B C DA

R = 8%
$1 000.00
$1 080.00
$1 166.40

R = 4%
$1 000.00
$1 040.00
$1 081.60

R = 2%
$1 000.00
$1 020.00
$1 040.40

$1 124.86
$1 169.86

$1 061.21
$1 082.43
$1 104.08
$1 126.16
$1 148.69
$1 171.66

0
1
2
3
4
5

 

 25. a. Credit union b. Credit union c. 4 years

26. Principal Annual interest rate Time (years) Simple interest Compound interest 
A 1000 4% 7 $1280.00 $1315.93

B 1000 6% 7 $1420.00 $1503.63 

C 1000 8% 7 $1560.00 $1713.82 

D 1000 10% 7 $1700.00 $1948.72 

27. a. 
t 4.5 4.35 4.5

Value 10 187.50 10 217.50 10 900.00

5 months 6 months 24 months

b. i. $10 920.25 ii. $10 939.90 iii. $10 936.25 iv. $10 930.83

c. Monthly will result in the greater investment at the end of 24 months.

28. 3% pay rise each year for 3 years is the better deal.

Each year the wage increases by 1.03; over 3 years: 1.03 × 1.03 × 1.03 = 1.0927

Wage increase over the 3 years is 1.09.

1.0927 > 1.09

 29. a. 3.33 % b. 3.23%
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30. 10% GST & 15% mark-up 25% increase

Item = $100 Item = $100

10% of $100 
0.1 × 100 = 10
$100 + 10 = $110

25% of $100
0.25 × 100 = 25 
Selling price = $125 

15% of $110
0.15 × 110 = 16.50
Selling price = $110 + 16.50 
= $126.50 

Price of item increase 1.25 from original price.

Price of item increase 1.1 (GST), then 1.15  
(15% mark-up) 
= 1.265 increase from original price
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