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Activity: Savings Plans
Polynomial Models in the Real World

Polynomials can play a role in determining the amount of money you accumulate 
in a savings account. Suppose you make an annual deposit of $1 into an account 
that pays simple interest compounded annually. The interest rate is represented 
by a decimal; for example, 4% = 0.04. At the end of the first year, you will have  
$(1 + 0.04), at the end of the second year you will have $(1 + 0.04)2, and so on.  
If the interest rate is represented by x, at the end of the first year you will have  
$(1 + x), at the end of the second year you will have $(1 + x)2, and so on.

Complete the table below by using x to represent the interest rate. The amount you 
finish with for one year is the amount you start with the next year. Each year you 
deposit $1, so the sum of the three polynomials in the far right column of each row 
is the total amount in the account after three years.

 1. Expand the sum of the three polynomials in the far right column of each row. Show your 
work. Label the sum S3(x). Then compare your results to your classmates’ to make sure 
all the calculations are correct. 

 2. Explain how to change S3(x) so it gives the total amount in the account over three years 
for an annual payment of $1000.

 3. Explain how to find polynomials that give the total amounts in the account over four and 
five years for an annual payment of $1.
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