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The FINANCE menu
Loan Amortizations

Practice solving loan amortization problems
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The FINANCE menu

The Finance solver is accessed from the BLUE shifted function of the (9 ) key by pressing (1 )Awnce . When pressed, a data entry
form is displayed that is used to solve a number of financial math problems.

i TIHE VALUE OF HOREY
n: N Tavk: B

FY: B, HBA
FHT: @, B@ FoYR: 12
FY: H.06AH End

Enter no. oF paynents or ZOLVE
[ I N R PTTTAETT Figure 1

To solve problems using this display, move the cursor using the GO <& ¢ay (® keys to each field and input its value, if known.
To solve for the unknown value, move the cursor to the field for which you wish to solve, and press the (%) key to register the

i, which is displayed above it. The value of the unknown will be calculated and displayed in the field. The solved
value of the variable will be copied to the first level of the command stack in case further calculations with it are desired.

Variables will also be created whenever a value is stored in one of the financial fields or when it has been solved. These variables (N
for example holds the value for n) can be seen in the menu. When they are no longer needed, thet can be deleted just like any
other user-created variables. Values from a previous use of the financial solver remain until the variables holding them are deleted.

Several values are already present on this screen. The number of payments per year is set to 12 for monthly compounding, as
shown to the right of the P/YR: in the screen above. If annual compounding is desired, this value should be changed to 1. If quarterly
compounding is desired, this value should be changed to 4. Just below the P/YR: field, the calculator displays the word END,
signifying that payments are assumed to occur at the end of each period, which would be the case for ordinary annuities. If payments
are desired at the beginning of the period, as would be the case in an annuity due, this value can be changed by moving the cursor
to this field. When the cursor is on this field, is displayed above the key, indicating the calculator will supply a list of
choices (Begin or End) in a small CHOOSE hox if this key is pressed. Note that Begin will be displayed as Beg if chosen. To exit
from this data entry screen, press the key.

2 TIHE WALUE OF HGREY
n: A I2VR: @

FY: M, EA
FHT: A, B Foik: 12
Fv: ©, 38 Erd
Chooxe Hhen payHents are Hade
EE  Figure?

The HP 48GlI Financial solver follows the standard convention that money in is considered positive and money out is considered
negative.

Loan amortizations

A loan amortization is a schedule of how payments made on a loan will pay off the loan. Each payment made on a loan has a portion
to cover interest owed since the last payment with the remainder going to reduce the amount owed. Early in the life of a loan, almost
all of the payment goes to cover interest. Over time, this proportion of the payment going to interest decreases and more of each
payment reduces the amount owed. The amortization schedule indicates for each payment (or for a range of payments) how much of
the payment(s) went to interest and how much went to principal.

On the HP 48Gl|, this is done through the i menu label, displayed above the key, as shown below.
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SNESETINE YALUE OF HOREY
n: o IE: @

FY: M, HA
FHT: H. BRA Foik: 12
FY: B, B8
Chooxe Hhen payHents are Hade
HEl  rigues

When this key is pressed, a new data entry form is displayed.

Faynents:
Francipal:
Intarest:
Ealance:

Enter no. oF paynents to anort

I I N N FETIETTA  Figure 4

The first field displayed is for the number of payments the amortization is requested. Here it has defaulted to 12, or one year's worth
for a loan being paid monthly. To compute the amount of principal reduced, interest paid, and remaining balance after a specific
number of payments, key in the number of payments for which an amortization schedule is wanted and press th menu label,
displayed above the key on this screen. The values will be computed and displayed on this screen. The } menu label will
copy the remaining balance value from this amortization screen and store it into the PV field on the previous data entry form. It will
then be available for further computations, if desired. To return to the previous data entry form, press the key.

Practice solving loan amortization problems

Example 1.  Jack bought a car for $25,195. He will pay for the car with a 3.9%, compounded monthly loan that will have 60
payments. How much of Jack’s first payment will go for interest and principal reduction? How much will his entire
first year of payments reduce the outstanding loan balance?

Solution: () mance (6 )(C0 )
Lo Em) @O @

@) (3D Em (2D Em o (2@
(Jack’s monthly payment of $462.87 is displayed).

NS TINE WALUE OF HOREY
n: 5l IvE: 3,9
FU: 23193, 66
FHT: [mi-r=pg=ry Foik: 12

Fy: 8,08 End

Enter payHent aHaunt o IOLVE

I I I N P TR  Figure 5

Then press

FANORTIZE

FauHents:
Frincipal: petete

Interest: —-21 E I
Balance: 24814 .82

IS5 I N B FTTANTTT  Figure 6

Then press (&

 ANORTIZE 3

FauHents:
Frincipal:
Interest: —099_ 99
Ealance:  ZES4E, 57

I I N N FTTANTTTE  Figure 7
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Answer: First payment amount to interest: $81.88. First payment amount to principal reduction: $380.98. Outstanding
loan balance after one year: $20,540.57

Example 2:  Jill bought a house for $210,000. Her 30-year loan will have an interest rate of 6%, compounded monthly. How
much of Jill's first payment will go for interest and principal reduction? How much will her entire first year of
payments reduce the outstanding loan balance?

Solution: (e Jaence (3 )6 )06 )eve( 2 )1 )0 )00 )o)em (o 1) 2 )@
(O Em @) a Ei (Jil's monthly house payment of $1,259.06 is displayed).

TIME YALLE OF MWOREY

n

g & IvR: 6
FY: 210068, 88

FHT: Rstaic sl F-vR: 12
FY: H.0A End

Enter paynent anount or Z0LVE

I I N N FTTTAETE  Figure 8

Interest:

Balance:  2HT79H, 94

I I N N FETIETTA  Figure 9

Then press (ay

2 AHGRTIZE
Faynents: 12
Frihcipal:

Interest: —12529,.85
Balance:  Z@74Z21.18

I I N B FTTRNTTT Figure 10

Answer: First payment amount to interest: $1,050.00. First payment amount to principal reduction: $209.06. Outstanding
loan balance after one year: $207,421.18

Example 3:  Bill bought a house 25 years ago for $30,000. His 30-year loan had an interest rate of 7%, compounded monthly.
How much interest has Bill paid on his loan these past 25 years? How much does Bill still owe on the house loan?

Solution:  (CaJmence (3 )6 )(0)Evm)(7)Eve)(3 )0 )0 )00 )Evm (> (1 I(2 e
COOEmE @ a (Bill's monthly house payment of $199.59 is displayed).

TINE YALUE OF WOME
n: 258 IR 7
F: 2EE6E. 38

L IEl—199, 59 FotR: 12

FU: HA.6AH End
Enter payHent dHount o SOLVE

I I I N FYTTAETNT Figure 11

o)) @
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ANORTIZE

Frincipal:

Interest: —29956, 96
Ealance:  1@E7S. 73

I N N PN Figure 12
Answer:

After making payments for 25 years (300 months), Bill has paid $39,956.96 in interest. With 5 years remaining
on the house loan, Bill still owes $10,079.73.
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