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Amortization Tables
·  Definition

An amortization table – also known as a loan payment schedule – shows the following information for each payment made

1. Payment number

2. Date of the payment
3. Beginning balance (i.e., how much of the principal remains to be paid)
4. Payment amount

5. The amount of the payment applied to interest

6. The amount of the payment applied to principal
7. The amount of the “extra” payment, if any (see note below)
8. The remaining balance

Note: The amortization table allows the borrower to make regularly scheduled extra payments, which will reduce the number of payments required and result in substantial savings on the interest paid
·  How to Create an Amortization Table 

1. Get the principal, interest rate, and term of the loan from the borrower

2. Use the PMT function to compute the equal monthly payment amount

3. For each line of the table, do the following:
a. Enter payment number and payment date
b. Compute the beginning balance
c. Enter the payment amount

d. Compute the amount of the payment that is applied to interest

e. Compute the amount of the payment that is applied to the principal

f. Enter the extra payment amount, if any

g. Compute the ending balance

·  Notes on the Computed Values

· The equal monthly payment amount
Recall that the PMT function requires 3 arguments:
1. The interest rate per period

2. The number of periods (“payments”)

3. The amount borrowed (“principal”), entered as a negative number

· The beginning balance

For the first payment, this is the total amount borrowed, or principal.  For all other payments, it is the ending balance (i.e., the amount of the principal that remains to be paid after the previous payment)
· The amount of the payment applied to interest

The beginning balance times the monthly interest rate (i.e., the annual interest rate divided by 12)

· The amount of the payment applied to principal reduction

The payment amount minus the amount applied to interest

· The ending balance

The beginning balance minus the amount applied to principal reduction, minus the extra payment amount (if any)
