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Benefits of Compound Growth

Put time on your side
Investing isn't just about how much money you have to invest. It's also about how
much #me you have to invest it. That's because of the power of compound growth.

A simple definition

Compounding occurs when your earnings are reinvested back into your original
investment to continue earning. Compounding can create a snowball effect, as the
original investments p/us the income earned from those investments grow together
over time.

The more time, the more growth potential

If you put away $50 a month for 10 years and never invested it or earned any interest
on it, you'd have $6,000 after 10 years. But if you invested that same $50 a month for
10 years and you earned 8 percent each year on your investment, you would end up
with about $9,150. In other words, you'd have 50 percent more.

The chart below shows another example of the power of compounding.

As you can see, Investor 1, who only invested for 10 years (but who started at age 18),
earned more at retirement than Investor 2, who invested for 25 years. Of course,
Investor 3, who contributed consistently for the longest period of time, surpassed the
others.

Compounding makes a lifelong difference

Accumulated Earnings at Aga 67
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This information is for educational purposes only and provided by Charles Schwab. It is not intended to
be a substitute for specific individualized tax, legal or investment planning advice. Where specific advice
is necessary or appropriate, consult with a qualified tax advisor, CPA, financial planner or investment
manager.



