EA-1 SEMINAR

SECTION 4

LOANS
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AMORTIZATIONS - LOANS

P, P, P., P,
0 1 2 ... n1 n

Amount of loan = PV of series of
payments valued at time zero. After nth
payment, O/S balance of the loan is zero.

At any point in time, O/S balance of loan
can be calculated two ways:

Prospective:
O/Sloan = PV future
Balance payments

Retrospective:

O/Sloan = Accum value of

Balance loan - accum
past payments
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OUTSTANDING LoAN OPLANCE
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AMORTZZATTON  SCHEDULE
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