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General Formula:
Vo= (14 [/m])m
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Effective Annual Interest Rate

The actual rate of inferest earned

0aid) after adjusting the
ch as the number
Yer year.
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as a $1,000 CD at the bank. The interest
o ear. What is the
EAR
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Calculate the payment per period.

Determine the interest in Period t.
at t-1) x (i% [/ m)

principal payment in Period

Balance — ayirie]eell eel%anllf ///
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Julie Miller is borrowing $ 10,000 at a

compound annual interest rate of
rtize the loan if onnual payments are

PV, P
410,000 —

$10,000
2 $10,000 B2 T4
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End|jof Pavment Interest Principal Endinag
Year Balance
0 $10,000

$2.774 $1.200 $1.574 8,426
011 1.763 6,663
4,689
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Entire 5 Years of loan information
(see the total line of 3-82)




Determine Interest Expense --

Interest expenses may reduce
ome of the firm.
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