
Compounding explained in 30 seconds 

Transcript:  

JUAN ACEVEDO: Compounding is when interest or the returns on your money starts making 
interest of its own. I like to compare it to baking a loaf of bread from scratch. If you’ve ever 
seen anyone do it, you’ve seen how dough can rise exponentially over time. Compounding 
works in a very similar way. Let me give you a hypothetical. Let’s say, for example, you put 
$100 into the stock market and make 10% returns per year. After the first year, you have 
$110, after the second year, $121, and after the third year, $133, and so on. Therefore, 
showing how your dough can rise exponentially over time.  

Disclosures:  

Investment decisions should be based on an individual’s own goals, time horizon, and tolerance for 
risk. This example is for illustrative purposes only and does not represent the performance of any 
security. Consider your current and anticipated investment horizon when making an investment 
decision, as the illustration may not reflect this. The assumed rate of return used in this example is not 
guaranteed. Investments that have potential for 10% annual rate of return also come with risk of loss.  

Views expressed are as of March 28, 2022 based on the information available at the time, and may 
change based on market or other conditions. Unless otherwise noted, the opinions provided are those 
of the speakers and not necessarily those of Fidelity Investments or it’s affiliates. Fidelity does not 
assume any duty to update any of the information.  
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