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Repaying Loans
Practice and Problem Solving: A/B

Solve.


1.
A repairperson buys a new heavy-duty electric drill with installment payments.
The initial cost of the drill is $300. The repairperson makes six payments. The total payments for the drill add up to $324.



How much interest does the repairperson pay?



What are the repairperson’s monthly payments for the drill?


2.
A cellphone rental business borrows $1,500 to expand the business to a neighboring town. The owner has to make equal monthly payments for one year of $150 each.



What is the total loan repayment amount?



How much interest does the owner pay?



What is the average annual percentage rate for this loan?

Calculate to answer each question.


3.
A bank gives a special loan rate to the city’s non-profit pet shelter. The shelter borrows $7,500
 to install new heat pumps in the reptile cage area. The shelter’s 24 monthly payments are $330.



What total amount of interest does the shelter pay back to the bank?



What is the average annual percentage rate for this loan?


4.
An accountant rents three notebook computers for temporary workers to use during tax season. The total rental amount is $2,750. The accountant makes monthly payments of $1,100.



How many payments does the accountant make?



How much interest does the accountant pay on the rental?

Repaying Loans
Practice and Problem Solving: D

Answer the questions about each problem. The first part of Exercise 1 is done for you.


1.
A garage owner borrowed $9,000 for 24 months at 15 percent interest. The monthly payments are $436.38.



a.
How much did the garage owner pay back altogether?

_________________________________________________________________



b.
How much in interest did the garage owner pay for the loan?

_________________________________________________________________



c.
How much did the garage owner pay each month in interest on average?

_________________________________________________________________

_________________________________________________________________


2.
A health-food store owner buys new products for his store by borrowing against a credit line of $4,500 from one of his wholesale suppliers. He is usually given 9 months to pay the money back. The store owner borrows the full amount and is told by the supplier that his monthly payments will be $600.



a.
How much did the distributor pay back altogether?



b.
How much in interest did the distributor pay for the loan?

Answer the questions about repaying loans. The first one is 
done for you.


3.
What happens to the total amount you owe on a loan when you make a monthly payment?


4.
Why does the amount of an “installment” stay the same from month to month if the amount you owe and the interest decreases as you make payments?
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$436.38 ( 24 months  $10,473.12.





The total amount owed decreases, but then the new balance is subject to interest, too.
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