


Loan payment amount for a fixed rate installment loan  (car, house, personal loan)

PMT = P (r/n)     
1-(1+r/n)-nt

Where PMT = payment amount (usually monthly), r = annual interest rate,  n = no. 
compounding periods per year, t = length of loan in years, P = amount 
borrowed/Principal

APR for a mortgage takes into account all interest paid and points paid on the loan.



A $175,500 mortgage is financed for 30 years at 7.5%. 
a) Find the monthly payment for the mortgage  (excluding taxes and escrow).

b) How much interest is paid over the 30 years?

c) Use the loan formula to find the monthly payment needed to payoff the loan in 
equal payments over 15 years.

d) What is the total interest paid over 15 years?

e) How much interest is saved by paying the mortgage off early?



Loan Amortization schedules:   Fill in charts that divide payment up into interest and 
principal portions.

Fill in the first 3 months of the amortization chart below:
Annual interest rate:  7.0%
Amount of mortgage:  $200,000 Monthly payment : $1550
Term in years:  20 No. of monthly payments:  240

Payment # Payment Amt Interest Paid Principal Pd Balance of Loan

0 $200,000

1 $1550

2 $1550

3 $1550



What if you pay a little extra per month – say $250 extra monthly – so monthly payment is 
now $1500 + $250 = $1800

Payment # Payment Amt Interest Paid Principal Pd Balance of Loan

0 $200,000

1 $1800

2 $1800

3 $1800



How long will it take to pay off the loan?





Use payment formula for other fixed term loans:

#10  A credit card balance is $3600 with an annual rate of 16.5%.  You decide to pay off 
the credit card in 2 years and no further purchases are made on the card.
a) What is the monthly payment needed to pay off the card in 2 years?

b) What is the total interest paid?

c) You are able to obtain a bank loan at 9.5% for 3 years to pay off the credit card.  
What is the monthly payment on the bank loan?

d) What is the total interest paid?


