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The Time Value of Money: Simple Rules to Grow Your Money 

The time value of money (TVM) is a key financial concept that explains how money’s value changes over 
time. By earning interest or growing through investments, money today can become more valuable in the 

future. Simply put, a dollar invested today can grow into more than a dollar 
tomorrow. 

When investing, understanding how your money can grow is essential.  Simple 
methods can help you estimate how long it will take for your investments to 
increase, making it easier to set goals and make informed financial decisions. 

 
What is the Time Value of Money? 

The TMV is based on the idea that money can grow when invested, generating returns through interest, 
dividends and capital gains.  By investing today, your money has the potential to increase in value over 
time. 

Another key factor related to TMV is purchasing power, the amount of goods and services a unit of 
currency can buy.  Due to inflation, purchasing power decreases over time, meaning the same amount of 
money will buy less in the future. In other words, investing allows your money to grow and work for you, 
while keeping it as cash limits its growth potential. 

 
Why Should You Invest? 

1. Compounding Growth: The earlier you invest, the more time your money has to grow through 
compounding. Compounding is the process where the returns on your investments start to earn 
returns themselves. For example, interest earned on a CD or dividends from stocks get reinvested 
and continue to grow, exponentially increasing your wealth over time. 

2. Beating Inflation: Inflation is the rise in prices over time, which erodes the purchasing power of 
your money. By investing, you’re more likely to achieve returns that outpace inflation, helping 
preserve your wealth. For example, if inflation is 3% per year, and your investments grow by 7%, 
you’re effectively gaining 4% in real terms. 

3. Achieving Financial Goals: Whether you're saving for a home, your child's education, or a major 
life event, investing can help you reach those financial goals faster than traditional savings 
accounts. With the right investments, you can grow your money to meet future expenses, rather 
than letting inflation diminish the value of your savings over time. 
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The Rule of 72: Estimating Doubling Time 

The Rule of 72 helps you estimate how long it will take for your money to double based on a fixed rate of 
return. To use it, simply divide 72 by your annual rate of return (expressed as a percentage). 

Formula: 
72 ÷ Interest Rate (%) = Years to Double 

For example, if your investment earns an average return of 6% per year: 

72 ÷ 6 = 12 years 
It would take approximately 12 years for your investment to double at a 6% annual return. 

This rule is a great way to quickly assess the impact of different interest rates on your investments. For 
instance, a 12% return would double your money in about 6 years, while a 4% return would take around 
18 years to achieve the same result. 

 
The Rule of 114: Estimating Tripling Time 

The Rule of 114 works in a similar way, but instead of doubling, it helps you estimate how long it will take 
for your investment to triple. 

Formula: 
114 ÷ Interest Rate (%) = Years to Triple 

For example, if your investment earns an average return of 6%: 

114 ÷ 6 = 19 years 
It would take approximately 19 years for your money to triple with a 6% annual return. 

The Rule of 114 is especially useful when you're thinking long-term and want to see how your investment 
can grow even further beyond doubling. 

 
How These Rules Can Help You? 

1. Assessing Investment Potential: Both rules allow you to quickly gauge the power of 
compounding. By understanding how long it will take for your money to grow at different rates, you 
can make better decisions about where to invest and what kind of return you need to achieve your 
financial goals. 

2. Planning for the Future: If you know you want to double or triple your savings by a certain age or 
financial milestone, these rules can help you calculate what rate of return you need to aim for. For 
example, if you want to triple your savings by retirement, the Rule of 114 can help you estimate the 
required annual return. 

3. Setting Realistic Expectations: These rules give you a realistic sense of the time and effort 
needed to grow your investments. They can also highlight the importance of starting early. The 



  
 

longer you wait, the longer it will take for your money to double or triple, so early and consistent 
investing can lead to substantial growth. 

 
The time value of money is a powerful concept that highlights the importance of investing early and often. 
By putting your money to work through investments, you can take advantage of compounding, beat 
inflation, and achieve long-term financial goals. The sooner you start investing, the more time your money 
has to grow—and that growth can significantly impact your financial future. 

 

Find Other Helpful Topics 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Securities offered through Avantax Investment ServicesSM, Member FINRA, SIPC. 
Investment advisory services offered through Avantax Advisory ServicesSM. 
Insurance services offered through an Avantax affiliated insurance agency. 

http://www.ehlenheldman.com/Articles.14.htm

