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MCR 3UI- lab 3
 Amortization Tables and Spreadsheets         

Amortization Tables and Spreadsheets Question Page  Name:___________________ 


One day, you may want to buy an expensive item, such as a home, but you may not have the cash to do so.  Most people take out a loan or mortgage from a financial institution, for example, a credit union or bank.  You usually agree to repay (amortize), the value of the loan, plus interest, by making regular equal payments for the term, or amortization period, of the loan.  A portion of each blended payment is interest.  The other portion is applied to reduce the principal, that is, the amount borrowed.  For each payment, a portion will pay off all the interest that has accumulated at that point and the remainder of the payment will pay off some of the amount borrowed.

An amortization table, or schedule, shows:

· The regular blended payment

· The portion of each payment that is interest

· The portion of each payment that reduces the principal

· The outstanding balance after each payment
Here is an example of completed amortization table using spreadsheet software.  The table is for a repayment of a $4000 loan.  The monthly payment is $520.  The interest rate is 12%/a, compounded monthly.  The loan would be paid after nine months with a final payment of $23.11 ($22.88 + $0.23). The formula used in the Interest Paid column is given in the spreadsheet, when you reproduce the spreadsheet, you will have to use the appropriate cell references in the formula.

Example:  Lise takes out a $9500 loan to purchase a used car.  The interest rate is 9%/a, compounded monthly.  She agrees to repay the loan in one year by making the same payment of $830.79 at the end of every month.  Here is part of the spreadsheet that shows the amortization of this loan:
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Complete the questions on the Amortization Tables and Spreadsheets Question Page.  You will need use of the spreadsheet program as well a pen/pencil to answer some of the questions.

1. Enter Lise’s information from the example into a new spreadsheet.  What formula would you enter in cell A3 to increase the payment number?  Write it below and in your spreadsheet.

2. The interest rate is 9%/a, compounded monthly.  What is the interest rate per compounding period (i)?  Does the payment interval correspond to the compounding period interval?  Explain.

3. Calculate the interest paid for the first month on the principal.  Write a formula for this calculation below and enter it in cell C3.  How will the interest be calculated for subsequent periods?
4. Subtract the interest for the first month from the payment.  What remains?  Write a formula below to represent the remaining value and enter it in cell D3.

5. What is the outstanding balance at the end of the first month?  Describe how to calculate the outstanding balance for a given period.  Write a formula for the outstanding balance below and enter it in cell E3.

6. Copy and paste the formulas from each column in row 3 and fill the table until the outstanding balance is negative (meaning it is paid off).  Are there any values that remain constant?  How many payments did it take? How many years?
7. What is the outstanding balance after the 12th payment?

8. Use the SUM function or the 
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toolbar button to find the total payments she made, the total interest paid and the total principal paid.  Do these values make sense?  Explain.

9. Estimate how long it would take to repay the loan if she reduced each payment by almost one-half to $415.40.  Modify the spreadsheet to determine how long it would take her to repay the loan.  Write the length below.

10. Suppose each payment is still $830.79, but the interest rate changes to 12%/a, compounded monthly.  How much more would Lise have to pay in interest?  What would be her last payment?

11. What would you tell someone who is purchasing a car about minimizing the total interest paid on a car loan?
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