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When you invest for many years, the value of your investment
may not usually grow at the same rate every year. Some years
may see more growth, some may be slow, and some may even be
negative.  Because  of  this,  it  can  be  difficult  to  get  a
simplified view of how your investment has grown over time.
This is where CAGR, Compounded Annual Growth Rate, can be
useful.
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Using a CAGR calculator for investing

 

CAGR gives you a single, annualised growth number that smooths
out  the  ups  and  downs  of  different  years  to  helps  you
understand at one glance how an investment has performed over
a chosen period. Tools like a CAGR calculator online make
estimating  this  metric  process  simple  and  accessible  for
everyday investors.

 

In this article, we’ll walk through what CAGR means. We’ll
also look at how to use a calculator to understand potential
long-term growth and how it may support planning.

 

What CAGR really means

CAGR is a measure that shows how much an investment would have
grown each year if it had increased at a steady rate. Markets
are not steady, but CAGR helps you see the overall pace of
growth  over  time.  It  is  especially  helpful  for  long-term
investments, where returns can vary year to year.

https://www.bajajamc.com/mutual-fund-calculators/cagr-calculator


 

It’s  important  to  remember  that  CAGR  reflects  historical
performance only. It does not indicate future returns, nor
does it guarantee any outcome. Investment values can rise or
fall based on market conditions.

Past performance may or may not be sustained in future.

 

Why a CAGR calculator is helpful

Calculating CAGR manually requires a complex formula. A CAGR
online makes the process simple by doing the maths for you.
All you need to do is enter three basic inputs:

Initial investment amount

Final investment value

Total investment period

 

The calculator then shows the annualised growth rate. This
makes it easier to compare different investments or to assess
how your money has grown over time.

 

While it is a useful reference point, it should not be the
only factor in choosing investments. Other aspects such as
risk level, time horizon, personal financial goals, and market
volatility also matter.

 

How to use a CAGR calculator step by step

1. Enter your starting value*



This is the amount you invested at the beginning of the chosen
period. For example, if you invested ₹50,000 in 2018, that is
your starting value.

*For illustrative purposes

 

2. Enter the current or final value

This is how much your investment is worth today or at the end
of the period you’re checking.

 

3. Enter the time

This is the number of years that have passed since you made
the investment.

 

4. Review the CAGR result

The result will show the average annual growth rate. This
helps you understand how your investment has moved over that
period, without focusing on short-term ups and downs.

 

However, it’s essential to note that CAGR does not reflect
market  volatility,  does  not  show  yearly  fluctuations,  and
should not be taken as a forecast for the future.

 

CAGR simply provides a way to understand historical growth in
a smooth, annualised form.

 

Using CAGR to support long-term planning



CAGR can be one reference point when you’re thinking about
your long-term investment approach. For example, it can help
you see how certain investments behaved over longer periods,
and whether they aligned with your expectations.

 

When used along with other tools and information, it can also
help  you  estimate  possible  outcomes  for  your  investments,
while noting that actual performance will depend on market
conditions.

 

Past performance may or may not be sustained in future.

 

Estimating returns on your SIP

While CAGR can help estimate returns on lumpsum investments,
it may not be suitable for SIP investment plans. A Systematic
Investment  Plan  (SIP)  allows  investors  to  invest  a  fixed
amount at regular intervals, helping them average out purchase
costs and build financial discipline over time. Since SIPs
involve  multiple  cash  flows  across  different  dates,  the
traditional  CAGR  formula  may  not  capture  the  true  return
experience.  In  such  cases,  the  Extended  Internal  Rate  of
Return  (XIRR)  is  often  used  because  it  accounts  for  each
instalment’s timing and value. XIRR offers a more realistic
measure of returns for irregular cash flows, though it should
be interpreted with care as market movements can influence
outcomes.

 

To calculate XIRR in Excel, you need two columns: one for the
dates of each cash flow and another for the corresponding
amounts.  SIP  instalments  are  entered  as  negative  values
(outflows), and the redemption or current value is entered as
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a positive value (inflow). Once the data is arranged, you can
use  Excel’s  built-in  XIRR  function.  The  formula  is:
=XIRR(values,  dates)

 

A few points to keep in mind

CAGR is backward-looking; it does not predict future
performance.

Two investments with the same CAGR may still have very
different levels of volatility.

A higher historical CAGR does not mean an investment is
suitable for every investor.

Use CAGR as one part of your planning, not the only
tool.

Always consider risks and changes in market conditions.

 

Mutual Fund investments are subject to market risks, read all
scheme related documents carefully.
This document should not be treated as endorsement of the
views/opinions or as investment advice. This document should
not be construed as a research report or a recommendation to
buy or sell any security. This document is for information
purpose only and should not be construed as a promise on
minimum returns or safeguard of capital. This document alone
is not sufficient and should not be used for the development
or implementation of an investment strategy. The recipient
should note and understand that the information provided above
may not contain all the material aspects relevant for making
an investment decision. Investors are advised to consult their
own investment advisor before making any investment decision
in light of their risk appetite, investment goals and horizon.



This  information  is  subject  to  change  without  any  prior
notice.

 

The content herein has been prepared on the basis of publicly
available information believed to be reliable. However, Bajaj
Finserv  Asset  Management  Limited  does  not  guarantee  the
accuracy  of  such  information,  assure  its  completeness  or
warrant  such  information  will  not  be  changed.  The  tax
information (if any) in this article is based on prevailing
laws at the time of publishing the article and is subject to
change. Please consult a tax professional or refer to the
latest regulations for up-to-date information.


