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One of the fundamental strategies to

achieving long-term financial success is

learning how to put the earning power

of money on your side. That’s the way

it works with compound interest – it

starts out slowly but, over time, builds

up so that a regular savings of small

amounts can result in a substantial sum

of money. The key is to start saving

right away so the power of time and

compounding can work for you to their

fullest potential. 

DOUBLE YOUR MONEY

Compound interest simply means earning interest

on your capital and on any previously earned inter-

est. It can literally double your investment over

time, depending on the interest rate your money

earns, the frequency of compounding, and the

amount of your original deposit.

For example, if you deposit $1,000 in an account

that pays 5% interest compounded semi-annually, at

the end of the first half-year you will have earned

$25 in interest ($1000 x .05 = $50; divide the $50

by two because the compounding term is six

months, and you have $25). 

After another six months, interest is again 

calculated at 5% per year, times the new account

balance of $1,025 and again divided by two. You

earn an additional $25.63 in interest and so, at the

end of one year, your account balance is $1,050.63

($1,000 plus $25 plus $25.63). Over time, the

impact of these compounding returns can add up

considerably.

START EARLY 

Young investors are in a particularly advantageous

position, even though their income may be at a low

level. That’s because they have the power of time

and compounding on their side.

The power of compounding 

over >



61.745556E SAL-307

This graph illustrates the difference between a 20-

year-old and a 35-year-old, who both invest $2,500

a year in an RRSP and receive 10% as an annual rate

of return. 

Let’s say our 20-year-old – we’ll call her Susan –

invests for the next 15 years and then stops when

she’s 35. By the time she retires at age 65, she’ll have

accumulated $1.5 million. Our 35-year-old – let’s

call him Bob – puts aside the same annual amount

as Susan, but for 30 years. That’s twice as many

years as Susan contributes.

Despite having invested twice as much money, 

Bob winds up with only one-third of what Susan

has accumulated. That’s because Susan took 

advantage of her most powerful investing tools:

time and compounding.

A LITTLE EACH MONTH GOES A LONG WAY

By starting early and putting aside small amounts

each month, you could be in a far better position to

retire than people who have considerable income,

but who neglect the most important aspect of

investing: starting soon and staying on track. 

Remember, it’s never too early to start saving!

To learn more about these or other investment

ideas, contact your Investment Professional,

visit us on-line at  

www.fidelity.ca

or call Fidelity Client Services at 1 800 263-4077.

Read a fund’s prospectus and consult your Investment
Professional before investing. Mutual funds are not guaranteed;
their values change frequently and past performance may not
be repeated. Investors will pay management fees and expenses,
may pay commissions or trailing commissions, and may experi-
ence a gain or loss.

Compound growth calculations are used strictly for illustrating
the effects of compound growth, and are not intended to reflect
future value or return of any investment in any mutual fund.
Each example provided assumes no inflation.
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