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The amortization calculator or loan amortization calculator is a handy tool that not only helps you to compute the payment of any amortized loan, but also gives you a detailed picture of the loan in question through its amortization schedule. The main strength of this calculator is its high functionality, that is, you can choose between different compounding frequencies (including continuous compounding), and payment frequencies You can even set an extra payment.You can also study the loan amortization schedule on a monthly and yearly bases, and follow the
progression of the balances of the loan in a dynamic amortization chart. If you read on, you can learn what the amortization definition is, as well as the amortization formula, with relevant details on this topic. For these reasons, if you would like to get familiar with the mechanism of loan amortization or would like to analyze a loan offer in different scenarios, this tool will be of excellent help.If you are more interested in other types of repayment schedule, you may check out our loan repayment calculator, where you can choose balloon payment or an even
principal repayment options as well. In case you would like to compare different loans, you may make good use of the APR calculator as well.The repayment of most loans is realized by a series of even payments made on a regular basis. The popular term in finance to describe loans with such a repayment schedule is an amortized loan. Accordingly, we may phrase the amortization definition as "a loan paid off by equal periodic installments over a specified term". Typically, the details of the repayment schedule are summarized in the amortization schedule,
which shows how the payment is divided between the interest (computed on the outstanding balance) and the principal. The amortization chart might also represent the unpaid balance at the end of each period. A few examples of loan amortization are automobile loans, home mortgage loans, student loans, and many business loans.As in general the core concept that governs financial instruments is the time value of money, the loan amortization is similarly strongly connected to the present value and future value of money. More specifically, there is a concept
called the present value of annuity that conforms the most to the loan amortization framework.To see why, let's consider the following simple example. Suppose you borrow $1,000, which you need to repay in five equal parts due at the end of every year (the amortization term is five years with a yearly payment frequency). The lender charges you 12 percent interest, that is calculated on the outstanding balance at the beginning of each year (therefore, the compounding frequency is yearly).The illustration below represents the timeline of this example, where
PMT is the yearly payment or installment. To find PMT, we need to find a value such that the sum of their present values equals the loan amount: $1,000.The solution of this equation involves complex mathematics (you may check out the IRR calculator for more on its background); so, it's easier to rely on our amortization calculator. After setting the parameters according to the above example, we get the result for the periodic payment, which is $277.41.The specific feature of amortized loans is that each payment is the combination of two parts: the repayment
of principal and the interest on the remaining principle . The amortization chart below, which appears in the calculator as well, represents the payment schedule of the previous example. As you can see, the interest payments are typically high in early periods and decrease over time, while the reverse is true for the principal payments. The lowering interest amount is matched by the increasing amount of principal so that the total loan payment remains the same over the loan term.The large unpaid principal balance at the beginning of the loan term means that
most of the total payment is interest, with a smaller portion of the principal being paid. Since the principal amount being paid off is comparably low at the beginning of the loan term, the unpaid balance of the loan decreases slowly. As the loan payoff proceeds, the unpaid balance declines, which gradually reduces the interest obligations, making more room for a higher principal repayment. Logically, the higher the weight of the principal part in the periodic payment, the higher the rate of decline in the unpaid balance.It may be easier to understand this
concept if it is displayed as a graph of the relevant balances, which is why this option is also displayed in the calculator.An amortized loan is a form of credit where the loan is paid off with equal, consecutive payments over a specified period. An amortization schedule shows the structure of these consecutive payments: the interest paid, the principal repaid, and the unpaid balance at the end of each period, which must reach zero during the amortization term.As you have now gained some insight into the logic behind the amortized loan structure, in this section
you can learn two basic formulas employed in our amortization calculator:Monthly repayment formulaP=Ail(1+i)tP = \frac{A \times i} {1-(1 + i)~ {-t} }P=1(1+i)tAiB=A(1+)tPi((1+i)t1)B = A \times (1 + i)"t - \frac{P} {i} \times ((1 + i)~t - 1)B=A(1+i)tiP((1+i)t1)WherePPP - monthly payment amountAAA - loan repayment amountiii - periodic interest ratettt - number of periodsBBB - unpaid balanceFor more details and formulas, you may check BrownMath.com, where you can also check the precise derivation of the related equations.It is worth knowing that the
amortization term doesn't necessarily equal to the original loan term; that is, you may pay off the principal faster than the time estimated with the periodic payments based on the initial amortization term. An obvious way to shorten the amortization term is to decrease the unpaid principal balance faster than set out in the original repayment plan. You may do so by a lump sum advance payment, or by increasing the periodic installments.In this calculator, you can set an extra payment, which raises the regular payment amount. The power of such an extra
payment is that its amount is directly allocated to the repayment of the loan amount. In this way, the principal balance decreases in an accelerating fashion, resulting in a shorter amortization term and a considerably lower total interest burden.The beneficial effect of extra payments is especially profound when the initial loan term is relatively long, such as most mortgage loans. When you set the extra payment in this calculator, you can follow and compare the progress of new balances with the original plan on the dynamic chart, and the amortization schedule
with extra payment.Since the shorter repayment period with advance payments mean lower interest earnings to the banks, lenders often try to avert such action with additional fees or penalties. For this reason, it is always advisable to negotiate with the lender when altering the contractual payment amount.The results of this calculator, due to rounding, should be considered as just a close approximation financially. For this reason, and also because of possible shortcomings, the calculator is created for instructional purposes only. An amortization calculator
computes your loan payments and shows you how they are spread across the term of your loan. By entering simple details like the loan amount, interest rate, and loan term, the calculator generates an amortization schedule. This schedule outlines every payment you will makemonth by month or year by yearincluding the portions that go toward reducing the loan balance and the interest charged by the lender.This transparency is invaluable because many borrowers dont realize how much of their monthly payment initially goes toward interest rather than
principal. Using our calculator, youll understand exactly how your loan amortizes, helping you plan your finances better. While this calculator handles general amortization needs, we also offer more specific tools for different financial situations:What Is Amortization?Amortization has two common meanings depending on the context. In finance, it refers to paying off a loan gradually over time through scheduled payments. In business accounting, amortization involves distributing the cost of long-term assets across multiple accounting periods. Both are
explained in more detail below.Loan Amortization ExplainedWhen you take out a loansuch as a mortgage, auto loan, or personal loanyou typically repay it in regular installments. Each of these monthly payments includes both principal (the original amount borrowed) and interest (what you pay to the lender for borrowing the money). At the beginning of the loan term, a larger portion of your payment goes toward interest. Over time, as the principal decreases, more of your payment is applied toward reducing the balance.This structured repayment system is
known as amortization. You can visualize this process using an amortization schedule, which outlines how your payments are applied throughout the loan term and helps you track:How much of each payment goes toward principal vs. interestYour remaining loan balance after each paymentThe total interest paid over the life of the loanNon-Amortized LoansIts important to note that not all loans are amortized. Revolving credit, like credit cards, allows you to carry a balance and vary your payments. Other non-amortized loan types include:Interest-only loans
where you pay just the interest for a set periodBalloon loans where a large principal payment is due at the endFor planning revolving credit, check out our Credit Card Calculator or Credit Card Payoff Calculator.What Is an Amortization Schedule?An amortization schedule, also known as an amortization table, outlines each loan payment and how it is divided between interest and principal. It also shows the remaining balance after each payment.When you use our calculator, it automatically generates both monthly and yearly amortization schedules to help you
visualize your repayment timeline.Key features of amortization schedules:Track how much of each payment goes toward interest vs. principal.Monitor the remaining loan balance over time.Understand the cumulative interest paid.Note: Standard amortization tables assume a fixed interest rate and dont typically factor in extra payments, fees, or changes in rate. For loans with variable rates or flexible terms, the table may not fully reflect your real-world costs.Amortization in Accounting: Spreading Costs Over TimeOutside personal finance, amortization also
refers to a key accounting principlespreading the cost of intangible assets over time. Businesses often acquire long-term intangible assets such as:Patents, copyrights, and trademarksLicenses and permitsCustomer lists and brand goodwillBusiness processes and proprietary systemsRather than recording these large costs all at once, businesses amortize them over their useful life to present a more accurate financial picture.IRS and Tax ImplicationsUnder IRS Section 197, many intangible assets can be amortized over a standard 15-year period. However, some
assets dont qualify, such as:Business interests or landContracts and leasesMost self-developed computer softwareNon-acquired goodwill or brand recognitionStartup Cost AmortizationIf youre launching a new business, certain startup expenses may also be amortized. Eligible costs include:Legal or consulting feesMarket research and analysisPre-launch advertisingEmployee training or recruitmentTo qualify, these expenses must occur before your business officially begins operations. The IRS allows these costs to be amortized over 15 years if specific
conditions are met.Real-World Examplesl. First-Time Homebuyer:]Jessica is purchasing her first home with a $300,000 mortgage at a 5% interest rate over 30 years. She wants to see how much shell pay each month and how long it will take to significantly reduce the loan balance. With our calculator, she sees that early payments go mostly toward interest. By exploring the amortization table, she learns that making extra principal payments early can dramatically reduce her total interest.2. Small Business Owner:Carlos owns a coffee shop and takes out a
$50,000 business loan for renovations, payable over 5 years. Using the calculator, he tracks his monthly obligations and sees how the debt will be retired over time. He also examines how increasing monthly payments would help him save on interest and pay off the loan faster.Start Calculating TodayUnderstanding amortization is the first step toward smarter financial planning. Try our Amortization Calculator now and take the guesswork out of loan repayment. Explore your options, track your payments, and make decisions that save money over time. home /
financial / amortization calculator 66%34%Principallnterest Year$0$50K$100K$150K$200K$250K$300K051015BalancelnterestPayment While the Amortization Calculator can serve as a basic tool for most, if not all, amortization calculations, there are other calculators available on this website that are more specifically geared for common amortization calculations. What is Amortization? There are two general definitions of amortization. The first is the systematic repayment of a loan over time. The second is used in the context of business accounting and is
the act of spreading the cost of an expensive and long-lived item over many periods. The two are explained in more detail in the sections below. Paying Off a Loan Over Time When a borrower takes out a mortgage, car loan, or personal loan, they usually make monthly payments to the lender; these are some of the most common uses of amortization. A part of the payment covers the interest due on the loan, and the remainder of the payment goes toward reducing the principal amount owed. Interest is computed on the current amount owed and thus will
become progressively smaller as the principal decreases. It is possible to see this in action on the amortization table. Credit cards, on the other hand, are generally not amortized. They are an example of revolving debt, where the outstanding balance can be carried month-to-month, and the amount repaid each month can be varied. Please use our Credit Card Calculator for more information or to do calculations involving credit cards, or our Credit Cards Payoff Calculator to schedule a financially feasible way to pay off multiple credit cards. Examples of other
loans that aren't amortized include interest-only loans and balloon loans. The former includes an interest-only period of payment, and the latter has a large principal payment at loan maturity. Amortization Schedule An amortization schedule (sometimes called an amortization table) is a table detailing each periodic payment on an amortizing loan. Each calculation done by the calculator will also come with an annual and monthly amortization schedule above. Each repayment for an amortized loan will contain both an interest payment and payment towards the
principal balance, which varies for each pay period. An amortization schedule helps indicate the specific amount that will be paid towards each, along with the interest and principal paid to date, and the remaining principal balance after each pay period. Basic amortization schedules do not account for extra payments, but this doesn't mean that borrowers can't pay extra towards their loans. Also, amortization schedules generally do not consider fees. Generally, amortization schedules only work for fixed-rate loans and not adjustable-rate mortgages, variable
rate loans, or lines of credit. Spreading Costs Certain businesses sometimes purchase expensive items that are used for long periods of time that are classified as investments. Items that are commonly amortized for the purpose of spreading costs include machinery, buildings, and equipment. From an accounting perspective, a sudden purchase of an expensive factory during a quarterly period can skew the financials, so its value is amortized over the expected life of the factory instead. Although it can technically be considered amortizing, this is usually
referred to as the depreciation expense of an asset amortized over its expected lifetime. For more information about or to do calculations involving depreciation, please visit the Depreciation Calculator. Amortization as a way of spreading business costs in accounting generally refers to intangible assets like a patent or copyright. Under Section 197 of U.S. law, the value of these assets can be deducted month-to-month or year-to-year. Just like with any other amortization, payment schedules can be forecasted by a calculated amortization schedule. The following
are intangible assets that are often amortized: Goodwill, which is the reputation of a business regarded as a quantifiable asset Going-concern value, which is the value of a business as an ongoing entity The workforce in place (current employees, including their experience, education, and training) Business books and records, operating systems, or any other information base, including lists or other information concerning current or prospective customers Patents, copyrights, formulas, processes, designs, patterns, know-hows, formats, or similar items
Customer-based intangibles, including customer bases and relationships with customers Supplier-based intangibles, including the value of future purchases due to existing relationships with vendors Licenses, permits, or other rights granted by governmental units or agencies (including issuances and renewals) Covenants not to compete or non-compete agreements entered relating to acquisitions of interests in trades or businesses Franchises, trademarks, or trade names Contracts for the use of or term interests in any items on this list Some intangible assets,
with goodwill being the most common example, that have indefinite useful lives or are "self-created" may not be legally amortized for tax purposes. According to the IRS under Section 197, some assets are not considered intangibles, including interest in businesses, contracts, land, most computer software, intangible assets not acquired in connection with the acquiring of a business or trade, interest in an existing lease or sublease of a tangible property or existing debt, rights to service residential mortgages (unless it was acquired in connection with the
acquisition of a trade or business), or certain transaction costs incurred by parties in which any part of a gain or loss is not recognized. Amortizing Startup Costs In the U.S., business startup costs, defined as costs incurred to investigate the potential of creating or acquiring an active business and costs to create an active business, can only be amortized under certain conditions. They must be expenses that are deducted as business expenses if incurred by an existing active business and must be incurred before the active business begins. Examples of these
costs include consulting fees, financial analysis of potential acquisitions, advertising expenditures, and payments to employees, all of which must be incurred before the business is deemed active. According to IRS guidelines, initial startup costs must be amortized. Use this multi-currency amortization calculator to work out your schedule of monthly repayments and the split of principal and interest on your loan or mortgage.On this page:An amortization schedule is a calculated table of periodic payments and is used by lenders to represent a schedule of
repaymentson a loan or mortgage over a period of time.The term 'amortization' refers to the process of gradually paying off a debt over a period of time, typically through a series of equal payments.When a loan or a debt is amortized, the borrower makes regular fixed payments that are allocated towards both the principal amount borrowedand the interest charged on that amount.As more of the principal loan balance is repaid over time, less interest becomes due on the remaining principal balance. Due to thenature of amortization and the compounding of
interest, the interestowed is recalculated on the decreasing principal balance, which results in a gradual reduction of the interest portion of each payment.Hence, over time, the split of interest versus principal changes, with interest reducing and more of the principal being paid off.Note that in British English, amortization is spelled as 'amortisation'.What does an amortization schedule show?An amortization schedule shows you a breakdown of your periodic loan payments, split into the portion that goes towards interest and theportion that goes towards
paying off the principal. It also shows you the remaining balance of the loan after each payment.As well as demonstrating how your payments are allocated, an amortization schedule also shows you how much interest you will pay over thelife of your loan and how long it will take to pay off your loan if you make the required payments.Amortization schedule exampleBelow is an example amortization schedule for a loan of $3,000 at 5% over 11 months. You can see how the split of principal andinterest changes over the course of the loan, with interest
reducing.How to calculate the monthly loan paymentThe monthly loan payment can be calculated using a mathematical formula that takes into account the interest rate, the term of the loan, and theprincipal amount borrowed.The basic formula looks like this:PMT = [r + r/ ((1+r)~t -1) ] x PWhere:PMT = monthly payment amountr = annual interest rate (decimal) / 12P = principal loan amountt = time in months”™ = ... to the power of ...Calculation exampleFor this example, we'll calculate the monthly payment on a personal loan of 100,000 at 6% interest for 20
years. We addthese into our formula as follows:Our P value is 1000000ur 'r' value is 0.005 (6/100/12)Our t value is 240 (2012)Here's how our calculation looks:PMT = [ 0.005 + 0.005 / (1.005 ~ 240 - 1)] 100000PMT = [ 0.005 + 0.005 / (3.3102044758 - 1)] 100000PMT = [ 0.005 + 0.005 /2.3102044758] 100000PMT = [ 0.005 + 0.002164310585] 100000PMT = 0.007164310585 100000PMT = 716.43So, our monthly loan payment for our example is 716.43, which matches up withthe figure from our calculator at the top of the page.With some types of loan, it's
possible to make extra monthly or quarterly payments, in addition to your minimum monthly payment.Making additional payments towards the principal balance of your amortizing loan can help you reduce the total amount of interest paid andshorten the repayment period on your loan.Before you begin making overpayments, it's advisable to check with your lender to understand whether there is a limit tohow much extra you can pay, how the payments will be allocated and whether you might incur any penalties or fees associated with paying the loanoff
sooner. 1Example of extra paymentsLet's look back at the example of our 100,000 loan from above. As a reminder this wasa 100,000 loan at 6% for 20 years. If we add an extra 100 payment on top of our regular 716.43 monthly payment, our loan could be paid off49 months sooner, saving us 16,788 in total interest as a result. You can play around with these figures with ourcalculator, to understand what might be possible.If you're interested, Forbes.com has published an excellent article about the advantagesand disadvantages of paying off a mortgage early,
with some ideas on how best to do it.To concludel hope you've found our amortization schedule calculator useful. If you have any questions or suggestions for improvements, pleaseget in contact.Calculator by Alastair Hazell. Reviewed by Chris Hindle.Money Supermarket. Should I overpay on my mortgage? The formula for amortization is: A = (P *r) / (1 - (1 + r)-n) where: A = the payment amount per period or monthly amortization r = the monthly interest rate in the form of decimal P = the initial principal or loan amount n = the total number of payments An
example of calculation of amortization using this formula : Let's consider you took the loan of $50,000 with annual interest of 5%, to be paid completely at the end of 5 years. Here's the value that you want to populate into the formula of amortization mentioned above. The monthly interest rate would be (r): r = 0.05/12 = 0.0041667 (the percentage is written here in decimal form) The total number of payments (n) is multiplied with 12, so here n is: n = 5 years x 12 months per year = 60 months (i.e, 60 payments) Enter the values for r, P, and n into the formula
to solve for the monthly payment amount or amortization value (A): A = (0.0041667 * $50,000) / (1 - (1 + 0.0041667)"(-60)) A = $943.56 This gives the result as $943.56, Which is going to be your monthly loan payment. Further, to calculate the portion of each payment that you need to pay as interest and principal, you would need the outstanding balance at the beginning of each payment period. For example, the beginning outstanding balance would be $50,000. So, the interest portion of the payment would be calculated as: interest = $50,000 * 0.0041667 =
$208.33 The part of the payment that is paid towards the principal would be: principal = $943.56 - $208.33 = $735.23 Next, the outstanding balance for the second month would be calculated as: outstanding balance = $50,000 - $735.23 = $49264.77 And so on, for each upcoming month until the loan is completely paid off, as in this case its the 60th month. Enter your loan amount.In the loan amount field, input the total amount of money you borrowed for your mortgage.Enter your loan term. In the "loan term" field, input the length of your loan. This might be
30 years, 15 years or another time frame.Enter your interest rate. In the "interest rate" field, input the interest rate youre paying on your mortgage.Enter your loan start date. In the "loan start date" field, input the month when you made your first payment.View the chart and schedule. The chart will automatically display the amount of principal youve paid and the amount of interest youve paid in total, as well as your remaining loan balance, at the selected point in your amortization schedule. You can also click on the schedule tab for a month-by-month view of
this information. A mortgage amortization calculator is a valuable tool in understanding how your interest adds up on a mortgage over time. You can use this calculator to:Determine how much principal you owe now or will owe at a future dateDetermine how much extra you'd need to pay to repay the full mortgage in a shorter time frameCompare how one-time and yearly extra payments impact your payoff timelineDetermine how much equity you have in your homeSee how much interest youve paid over the life of the mortgage, or during a particular year or
time periodDoes this calculator work for adjustable-rate mortgages?This calculator is compatible with fixed-rate mortgages. To learn the amortization schedule and payments for an adjustable-rate mortgage (ARM), use our ARM calculator. Mortgage amortization describes the process of paying off your loan in installments over time. If youre taking out a fixed-rate mortgage, youll know exactly how much youre going to pay in one lump sum for principal and interest each month for the entire loan term. However, the portion of your payment that goes toward
principal versus interest changes over time.What is an amortization schedule?An amortization schedule is a table that lists each monthly payment from the time you start repaying the loan until the loan matures, or is paid off. The amortization schedule details how much will go toward each component of your mortgage payment principal or interest at each month throughout the loan term.Can you change your amortization schedule?If you choose to. If you refinance your mortgage to a new loan, for example, you'll get a new amortization schedule. You can also
change your amortization schedule by recasting your mortgage paying a lump sum to your current loan or by prepaying, either with biweekly payments, one additional payment per year or whenever you have extra funds. This calculator will compute a loan's payment amount at various payment intervals -- based on the principal amount borrowed, the length of the loan and the annual interest rate. Then, once you have computed the payment, click on the "Create Amortization Schedule" button to create a chart you can print out. We also offer more specific
mortgage amortization & auto amortization calculators. Current Local Personal Loan RatesWe publish current local personal loan rates to help borrowers compare rates they are offered with current market conditions and connect borrowers with lenders offering competitive rates. Amortization Calculations Borrowed funds are paid back over time, using a variety of accounting methods. Once cash is borrowed, a repayment timeline begins, taking several factors into account. There is no cookie cutter approach to loan repayment, because the terms and
conditions associated with each loan are unique. The length of time it takes to repay loans and the total amount of interest paid are functions of the agreements made between borrowers and lenders. As repayment progresses, each billing cycle requires a particular payment, which is split between amounts applied to principal, and totals due resulting from interest charges. Amortization calculator tracks your responsibility for principal and interest payments, helping illustrate how long it will take to pay off your loan. Schedules Show Payments Amortization
schedules use columns and rows to illustrate payment requirements over the entire life of a loan. Looking at the table allows borrowers to see exactly how loans are paid back, including the breakdown between interest and principal amounts applied. If you are considering a major purchase, requiring a loan, amortization calculator furnishes a tool for predicting what payments will be. By inputting information like total loan amount, and interest terms, total payment schedules can be crafted for a variety of scenarios. Affordability, especially for homes and
vehicles, hinges on a number of influences, including personal income and total outstanding debt. As you assess your ability to finance major purchases, use amortization schedules to look ahead, outlining each future payment and its due date. Change calculations by altering parameters, creating side-by-side comparisons of amortization schedules. The following table is an example of the type of table you can generate using the above calculator. Payment # Payment Principal Interest Balance 1 $438.33 $271.66 $166.67 $24,728.34 2 $438.33 $273.47 $164.86
$24,454.87 3 $438.33 $275.30 $163.03 $24,179.57 4 $438.33 $277.13 $161.20 $23,902.44 5 $438.33 $278.98 $159.35 $23,623.46 6 $438.33 $280.84 $157.49 $23,342.62 7 $438.33 $282.71 $155.62 $23,059.91 8 $438.33 $284.60 $153.73 $22,775.31 9 $438.33 $286.49 $151.84 $22,488.82 10 $438.33 $288.40 $149.93 $22,200.42 11 $438.33 $290.33 $148.00 $21,910.09 12 $438.33 $292.26 $146.07 $21,617.83 Year 1 $3,382.17 $1,877.79 13 $438.33 $294.21 $144.12 $21,323.62 14 $438.33 $296.17 $142.16 $21,027.45 15 $438.33 $298.15 $140.18
$20,729.30 16 $438.33 $300.13 $138.20 $20,429.17 17 $438.33 $302.14 $136.19 $20,127.03 18 $438.33 $304.15 $134.18 $19,822.88 19 $438.33 $306.18 $132.15 $19,516.70 20 $438.33 $308.22 $130.11 $19,208.48 21 $438.33 $310.27 $128.06 $18,898.21 22 $438.33 $312.34 $125.99 $18,585.87 23 $438.33 $314.42 $123.91 $18,271.45 24 $438.33 $316.52 $121.81 $17,954.93 Year 2 $3,662.90 $1,597.06 25 $438.33 $318.63 $119.70 $17,636.30 26 $438.33 $320.75 $117.58 $17,315.55 27 $438.33 $322.89 $115.44 $16,992.66 28 $438.33 $325.05 $113.28
$16,667.61 29 $438.33 $327.21 $111.12 $16,340.40 30 $438.33 $329.39 $108.94 $16,011.01 31 $438.33 $331.59 $106.74 $15,679.42 32 $438.33 $333.80 $104.53 $15,345.62 33 $438.33 $336.03 $102.30 $15,009.59 34 $438.33 $338.27 $100.06 $14,671.32 35 $438.33 $340.52 $97.81 $14,330.80 36 $438.33 $342.79 $95.54 $13,988.01 Year 3 $3,966.92 $1,293.04 37 $438.33 $345.08 $93.25 $13,642.93 38 $438.33 $347.38 $90.95 $13,295.55 39 $438.33 $349.69 $88.64 $12,945.86 40 $438.33 $352.02 $86.31 $12,593.84 41 $438.33 $354.37 $83.96
$12,239.47 42 $438.33 $356.73 $81.60 $11,882.74 43 $438.33 $359.11 $79.22 $11,523.63 44 $438.33 $361.51 $76.82 $11,162.12 45 $438.33 $363.92 $74.41 $10,798.20 46 $438.33 $366.34 $71.99 $10,431.86 47 $438.33 $368.78 $69.55 $10,063.08 48 $438.33 $371.24 $67.09 $9,691.84 Year 4 $4,296.17 $963.79 49 $438.33 $373.72 $64.61 $9,318.12 50 $438.33 $376.21 $62.12 $8,941.91 51 $438.33 $378.72 $59.61 $8,563.19 52 $438.33 $381.24 $57.09 $8,181.95 53 $438.33 $383.78 $54.55 $7,798.17 54 $438.33 $386.34 $51.99 $7,411.83 55 $438.33
$388.92 $49.41 $7,022.91 56 $438.33 $391.51 $46.82 $6,631.40 57 $438.33 $394.12 $44.21 $6,237.28 58 $438.33 $396.75 $41.58 $5,840.53 59 $438.33 $399.39 $38.94 $5,441.14 60 $438.33 $402.06 $36.27 $5,039.08 Year 5 $4,652.76 $607.20 61 $438.33 $404.74 $33.59 $4,634.34 62 $438.33 $407.43 $30.90 $4,226.91 63 $438.33 $410.15 $28.18 $3,816.76 64 $438.33 $412.88 $25.45 $3,403.88 65 $438.33 $415.64 $22.69 $2,988.24 66 $438.33 $418.41 $19.92 $2,569.83 67 $438.33 $421.20 $17.13 $2,148.63 68 $438.33 $424.01 $14.32 $1,724.62 69
$438.33 $426.83 $11.50 $1,297.79 70 $438.33 $429.68 $8.65 $868.11 71 $438.33 $432.54 $5.79 $435.57 72 $438.47 $435.57 $2.90 $0.00 Year 6 $5,039.08 $221.02 Grand Total 25,000.00 6,559.90 Amortizing Loan Advantages Loans are issued under a variety of terms, requiring borrowers to meet myriad repayment conditions. Some loans are weighted unevenly, calling for lump payments toward the end of financing periods. Amortization loans spread the principal payments more evenly, distributing the burden over the entire course of a loan's life. As final
amortized payments near, borrowers are not subject to balloon payments or other irregularities. Instead, the original purchase price of the asset continues to amortize until it is completely paid-off. Balloon loans, or bullet loans, operate under a different set of rules than standard amortizing loans. While both credit options are used to finance the same things: Homes, cars and other expensive purchases, the way they get paid back are entirely different. To start, bullet loans require large payments toward the end of each loan's life. Borrowers pay toward balloon
loans over time, just like their amortizing counterparts, but their payments are applied primarily to interest obligations. As a result, loans carry through to their conclusions with large principal balances still intact. The only way to satisfy balloon mortgages and other similar credit instruments is to wipe out the entire remaining balance with one final payment. While bullet loans serve vital functions for borrowers short on cash, they lead to problems when managed improperly. In many cases, balloon amounts are refinanced into conventional amortizing loans as
they come due, spreading the payments out further. Whenever possible, use amortizing loan advantages to keep budgets manageable. Use loan payment calculator with amortization schedule to outline your debt responsibilities. All BlogsAccounting ResourcesAmortizationGoodwill and AmortizationGoodwill and AmortizationBOOT CAMP - Financial Modeling (6 Hrs)Boot Camp: LEARN Financial Modeling in Just 6 Hours!Table Of ContentsAmortization is when an asset or a long-term liability's value or cost is gradually spread out or allocated over a specific
period. It aims to allocate costs fairly, accurately, and systematically so that financial records can offer a clear picture of a company's economic performance.Amortization in accountinginvolves making regular payments or recording expenses over time to display the decrease in asset value, debt, or loan repayment. This process helps a company comply with the accounting principles. Furthermore, it is a valuable tool for budgeting, forecasting, and allocating future expenses.Amortization is an accounting process that systematically allocates an asset or a long-
term liability's cost over its useful life. It spreads out the asset or liability cost over its lifespan and reflects its actual value over time. Additionally, it applies to debts or loans, which involve periodic payments, including principal and interest components, decreasing the outstanding loan or debt balance over time. This method is valuable for depicting a clear picture of a company's financial performance. Moreover, it aids in budgeting, forecasting, and allocating future expenses. Furthermore, it is beneficial for a business's financial planning.Amortization is a
financial concept that allows an asset or a long-term liability cost's gradual allocation or repayment over a specific period. This method helps in matching the expenses with the revenue or benefits generated by an asset or liability over time with accuracy. Furthermore,amortization in accountingoffers a more accurate representation of a company's financial performance.This process allocates an asset's cost over its useful life. The cost is divided into equal periodic payments or installments over months or years. Each payment decreases the asset's value on the
balance sheet,displaying its loss in value over time. The business records the expense on the income statement, reducing the company's net income. Furthermore, this method is applicable for loans or debts. It is the gradual principal amount repayment along with interest through equal periodic payments. As a result, the outstanding loan or debt balance keeps reducing over time until it turns to zero.The amortization types are:Straight-Line:It evenly distributes the asset or liability cost over its useful life. Under this method type, the business amortizes the
same amount each period, resulting in a consistent expense or deduction in value. This is the most basic and commonly used method. Declining Balance:This method applies a more significant expense or reduction in the asset or liability value in the earlier periods and gradually decreases over time. It showcases that the asset's value or benefits are higher in the beginning years of its useful life. Companies generally use this method for assets that experience higher obsolescence over time. Annuity:This type involves a debt or loan repayment through equal
periodic payments or installments. The installment amount includes both the principal and interest portions. Each payment decreases the outstanding balance and covers the interest charges. In the initial years, the interest component is higher than the principal component in the payment amount. However, over time, the interest element decreases while the principal portion increases, thus gradually reducing the total debt or loan amount.Theformula for amortizationcalculation is as follows:Amortization Expense = (Initial Cost - Residual Value) / Useful Lifeln
thisformula for amortization:Initial Cost = initial cost of the asset or liability.Residual value = asset's estimated value at the end of its useful life.Useful life = estimated period over which the asset or liability will be useful.Let us discuss a few examples:Suppose a company, Dreamzone Ltd., purchased a patent for $100,000 with a useful life of 10 years. Dreamzone divided the purchase price by the useful life to amortize the patent's cost.Therefore, $100,000 / 10 = $10,000This implies that this company would record an expense of $10,000 annually. Dreamzone
Ltd will record this expense on the income statement, which will reduce the company's net income. At the same time, the patent's value on the balance sheet would decrease by $10,000 each year until it reaches zero at the end of the 10-year period. This systematic cost allocation over time depicts the asset's value and usage. This is anexample of amortization.From the tax year 2022,R&D expenditurescan no longer be expensed in the first year of service in the United States. Instead, these expenses must be amortized over five years for domestic research and
15 years for foreign study. The research and development (R&D) Tax Breaks are a set of tax incentives that helps attract firms with high research expenditures to the United States. They've existed for 70 years. However, the Tax Cuts and Jobs Act (TCJA) in 2017 has changed how they can be expensed. This is anexample of amortization.The amortization benefits are:Allocating Expenses:It helps distribute an asset or long-term liability cost systematically over its useful life. Additionally, this process aids in matching expenses with the revenue or benefits
generated by the asset or liability over time with precision. Furthermore, it provides a more accurate representation of a company's financial performance. Financial Recording:This method helps present a more realistic and comprehensive financial picture by spreading the asset cost over its useful life. Moreover, it decreases the effect of substantial upfront expenses and allows smoother and more consistent financial reporting over the asset's lifespan. Deducting Taxes:These expenses are usually tax-deductible in several jurisdictions. This feature offers
businesses with a tax advantage by decreasing their taxable income. As a result, it reduces their overall tax liability. Asset Valuation:It helps display the gradual reduction in an intangible asset's value or the depreciation of a long-term asset. Therefore, this precise valuation is beneficial for financial recording, decision-making, and estimating the actual value of a company's assets. Financial Planning:This process ensures better budgeting and financial planning by clearly understanding the costs associated with long-term assets or liabilities. In addition to it,
this method helps businesses forecast and allocate future expenses. Furthermore, it helps in cash flow management and overall financial stability.The differences are as follows:Amortization:It is a method that systematically allocates an intangible asset or a long-term liability's cost over its useful life. This method spreads out the asset or liability cost into equal periodic payments. However, it is commonly used for intangible assets like copyrights, patents, or trademarks. The process decreases the asset value on the balance sheet over time and is displayed as a
non-cash expense. Capitalization:This process treats certain costs as investments rather than immediate expenses. Thus, it is the method of recording the cost of obtaining or improving a long-term asset as an asset on the balance sheet rather than addressing it as an expense on the income statement. As a result, capitalized costs are usually depreciated or amortized over time. Accretion:This is the gradual increase in a liability's value over time. However, it is primarily associated with long-term liabilities like bonds and deferred revenue. This process occurs as
the liability grows closer to its face value or the amount to be paid in the future. As a result, it is recorded as an expense on the income statement to depict the increase in the liability's value.The differences are:Amortization:It is a gradual loan repayment method or the systematic allocation of an asset or long-term liability costs spread over a specified period. It includes making regular payments in installments that include principal and interest components. Each payment reduces the outstanding balance or asset value. Over time, the outstanding balance
keeps reducing until the loan balance turns zero or the asset's value turns zero. Negative Amortization:This method occurs when the payments made towards a loan or asset are insufficient to cover the interest charges leading to an increase in the outstanding balance or asset value. In these cases, the remaining interest adds on to the principal balance, resulting in an overall increase in the debt or loan over time.1. Is amortization an expense? This process is not an expense. It is an accounting method that allocates the cost of an intangible asset or a long-term
liability over its lifespan. The asset or liability's cost is spread out over a particular period, usually through regular installment payments. Although it decreases the asset value on the balance sheet, it does not directly affect the income statement like an expense. 2. What is an amortization schedule? Anamortization scheduleis a table that chalks out a loan repayment or an intangible asset's allocation over a specific time. It breaks down each payment or expense into its principal and interest elements and identifies how much each aspect reduces the outstanding
balance or asset value. Theamortization scheduleusually includes the payment date, payment amount, interest expense, principal repayment, and outstanding balance. It aids the borrowers and lenders in tracking the loan repayment's progress and draws a clear picture of how the principal and interest portions change over the loan or asset's lifespan. 3. Is amortization tax deductible? Usually, these expenses for intangible assets are tax-deductible. However, the rules and regulations regarding the tax deductibility on these expenses differ between jurisdictions
depending on the asset's nature. For example, some countries allow this deduction for specific intangible asset types like patents or copyrights, while others may have more specific criteria or restrictions on these tax deductions. home / financial / amortization calculator 66%34%Principallnterest Year$0$50K$100K$150K$200K$250K$300K051015BalancelnterestPayment While the Amortization Calculator can serve as a basic tool for most, if not all, amortization calculations, there are other calculators available on this website that are more specifically geared
for common amortization calculations. What is Amortization? There are two general definitions of amortization. The first is the systematic repayment of a loan over time. The second is used in the context of business accounting and is the act of spreading the cost of an expensive and long-lived item over many periods. The two are explained in more detail in the sections below. Paying Off a Loan Over Time When a borrower takes out a mortgage, car loan, or personal loan, they usually make monthly payments to the lender; these are some of the most common
uses of amortization. A part of the payment covers the interest due on the loan, and the remainder of the payment goes toward reducing the principal amount owed. Interest is computed on the current amount owed and thus will become progressively smaller as the principal decreases. It is possible to see this in action on the amortization table. Credit cards, on the other hand, are generally not amortized. They are an example of revolving debt, where the outstanding balance can be carried month-to-month, and the amount repaid each month can be varied.
Please use our Credit Card Calculator for more information or to do calculations involving credit cards, or our Credit Cards Payoff Calculator to schedule a financially feasible way to pay off multiple credit cards. Examples of other loans that aren't amortized include interest-only loans and balloon loans. The former includes an interest-only period of payment, and the latter has a large principal payment at loan maturity. Amortization Schedule An amortization schedule (sometimes called an amortization table) is a table detailing each periodic payment on an
amortizing loan. Each calculation done by the calculator will also come with an annual and monthly amortization schedule above. Each repayment for an amortized loan will contain both an interest payment and payment towards the principal balance, which varies for each pay period. An amortization schedule helps indicate the specific amount that will be paid towards each, along with the interest and principal paid to date, and the remaining principal balance after each pay period. Basic amortization schedules do not account for extra payments, but this
doesn't mean that borrowers can't pay extra towards their loans. Also, amortization schedules generally do not consider fees. Generally, amortization schedules only work for fixed-rate loans and not adjustable-rate mortgages, variable rate loans, or lines of credit. Spreading Costs Certain businesses sometimes purchase expensive items that are used for long periods of time that are classified as investments. Items that are commonly amortized for the purpose of spreading costs include machinery, buildings, and equipment. From an accounting perspective, a
sudden purchase of an expensive factory during a quarterly period can skew the financials, so its value is amortized over the expected life of the factory instead. Although it can technically be considered amortizing, this is usually referred to as the depreciation expense of an asset amortized over its expected lifetime. For more information about or to do calculations involving depreciation, please visit the Depreciation Calculator. Amortization as a way of spreading business costs in accounting generally refers to intangible assets like a patent or copyright.
Under Section 197 of U.S. law, the value of these assets can be deducted month-to-month or year-to-year. Just like with any other amortization, payment schedules can be forecasted by a calculated amortization schedule. The following are intangible assets that are often amortized: Goodwill, which is the reputation of a business regarded as a quantifiable asset Going-concern value, which is the value of a business as an ongoing entity The workforce in place (current employees, including their experience, education, and training) Business books and records,
operating systems, or any other information base, including lists or other information concerning current or prospective customers Patents, copyrights, formulas, processes, designs, patterns, know-hows, formats, or similar items Customer-based intangibles, including customer bases and relationships with customers Supplier-based intangibles, including the value of future purchases due to existing relationships with vendors Licenses, permits, or other rights granted by governmental units or agencies (including issuances and renewals) Covenants not to
compete or non-compete agreements entered relating to acquisitions of interests in trades or businesses Franchises, trademarks, or trade names Contracts for the use of or term interests in any items on this list Some intangible assets, with goodwill being the most common example, that have indefinite useful lives or are "self-created" may not be legally amortized for tax purposes. According to the IRS under Section 197, some assets are not considered intangibles, including interest in businesses, contracts, land, most computer software, intangible assets not
acquired in connection with the acquiring of a business or trade, interest in an existing lease or sublease of a tangible property or existing debt, rights to service residential mortgages (unless it was acquired in connection with the acquisition of a trade or business), or certain transaction costs incurred by parties in which any part of a gain or loss is not recognized. Amortizing Startup Costs In the U.S., business startup costs, defined as costs incurred to investigate the potential of creating or acquiring an active business and costs to create an active business,
can only be amortized under certain conditions. They must be expenses that are deducted as business expenses if incurred by an existing active business and must be incurred before the active business begins. Examples of these costs include consulting fees, financial analysis of potential acquisitions, advertising expenditures, and payments to employees, all of which must be incurred before the business is deemed active. According to IRS guidelines, initial startup costs must be amortized. home / financial / amortization calculator 66%34%Principallnterest
Year$0$50K$100K$150K$200K$250K$300K051015BalancelnterestPayment While the Amortization Calculator can serve as a basic tool for most, if not all, amortization calculations, there are other calculators available on this website that are more specifically geared for common amortization calculations. What is Amortization? There are two general definitions of amortization. The first is the systematic repayment of a loan over time. The second is used in the context of business accounting and is the act of spreading the cost of an expensive and long-lived
item over many periods. The two are explained in more detail in the sections below. Paying Off a Loan Over Time When a borrower takes out a mortgage, car loan, or personal loan, they usually make monthly payments to the lender; these are some of the most common uses of amortization. A part of the payment covers the interest due on the loan, and the remainder of the payment goes toward reducing the principal amount owed. Interest is computed on the current amount owed and thus will become progressively smaller as the principal decreases. It is
possible to see this in action on the amortization table. Credit cards, on the other hand, are generally not amortized. They are an example of revolving debt, where the outstanding balance can be carried month-to-month, and the amount repaid each month can be varied. Please use our Credit Card Calculator for more information or to do calculations involving credit cards, or our Credit Cards Payoff Calculator to schedule a financially feasible way to pay off multiple credit cards. Examples of other loans that aren't amortized include interest-only loans and
balloon loans. The former includes an interest-only period of payment, and the latter has a large principal payment at loan maturity. Amortization Schedule An amortization schedule (sometimes called an amortization table) is a table detailing each periodic payment on an amortizing loan. Each calculation done by the calculator will also come with an annual and monthly amortization schedule above. Each repayment for an amortized loan will contain both an interest payment and payment towards the principal balance, which varies for each pay period. An
amortization schedule helps indicate the specific amount that will be paid towards each, along with the interest and principal paid to date, and the remaining principal balance after each pay period. Basic amortization schedules do not account for extra payments, but this doesn't mean that borrowers can't pay extra towards their loans. Also, amortization schedules generally do not consider fees. Generally, amortization schedules only work for fixed-rate loans and not adjustable-rate mortgages, variable rate loans, or lines of credit. Spreading Costs Certain
businesses sometimes purchase expensive items that are used for long periods of time that are classified as investments. Items that are commonly amortized for the purpose of spreading costs include machinery, buildings, and equipment. From an accounting perspective, a sudden purchase of an expensive factory during a quarterly period can skew the financials, so its value is amortized over the expected life of the factory instead. Although it can technically be considered amortizing, this is usually referred to as the depreciation expense of an asset amortized
over its expected lifetime. For more information about or to do calculations involving depreciation, please visit the Depreciation Calculator. Amortization as a way of spreading business costs in accounting generally refers to intangible assets like a patent or copyright. Under Section 197 of U.S. law, the value of these assets can be deducted month-to-month or year-to-year. Just like with any other amortization, payment schedules can be forecasted by a calculated amortization schedule. The following are intangible assets that are often amortized: Goodwill,
which is the reputation of a business regarded as a quantifiable asset Going-concern value, which is the value of a business as an ongoing entity The workforce in place (current employees, including their experience, education, and training) Business books and records, operating systems, or any other information base, including lists or other information concerning current or prospective customers Patents, copyrights, formulas, processes, designs, patterns, know-hows, formats, or similar items Customer-based intangibles, including customer bases and
relationships with customers Supplier-based intangibles, including the value of future purchases due to existing relationships with vendors Licenses, permits, or other rights granted by governmental units or agencies (including issuances and renewals) Covenants not to compete or non-compete agreements entered relating to acquisitions of interests in trades or businesses Franchises, trademarks, or trade names Contracts for the use of or term interests in any items on this list Some intangible assets, with goodwill being the most common example, that have
indefinite useful lives or are "self-created" may not be legally amortized for tax purposes. According to the IRS under Section 197, some assets are not considered intangibles, including interest in businesses, contracts, land, most computer software, intangible assets not acquired in connection with the acquiring of a business or trade, interest in an existing lease or sublease of a tangible property or existing debt, rights to service residential mortgages (unless it was acquired in connection with the acquisition of a trade or business), or certain transaction costs
incurred by parties in which any part of a gain or loss is not recognized. Amortizing Startup Costs In the U.S., business startup costs, defined as costs incurred to investigate the potential of creating or acquiring an active business and costs to create an active business, can only be amortized under certain conditions. They must be expenses that are deducted as business expenses if incurred by an existing active business and must be incurred before the active business begins. Examples of these costs include consulting fees, financial analysis of potential
acquisitions, advertising expenditures, and payments to employees, all of which must be incurred before the business is deemed active. According to IRS guidelines, initial startup costs must be amortized. home / financial / amortization calculator 66%34%Principallnterest Year$0$50K$100K$150K$200K$250K$300K051015BalancelnterestPayment While the Amortization Calculator can serve as a basic tool for most, if not all, amortization calculations, there are other calculators available on this website that are more specifically geared for common
amortization calculations. What is Amortization? There are two general definitions of amortization. The first is the systematic repayment of a loan over time. The second is used in the context of business accounting and is the act of spreading the cost of an expensive and long-lived item over many periods. The two are explained in more detail in the sections below. Paying Off a Loan Over Time When a borrower takes out a mortgage, car loan, or personal loan, they usually make monthly payments to the lender; these are some of the most common uses of
amortization. A part of the payment covers the interest due on the loan, and the remainder of the payment goes toward reducing the principal amount owed. Interest is computed on the current amount owed and thus will become progressively smaller as the principal decreases. It is possible to see this in action on the amortization table. Credit cards, on the other hand, are generally not amortized. They are an example of revolving debt, where the outstanding balance can be carried month-to-month, and the amount repaid each month can be varied. Please use
our Credit Card Calculator for more information or to do calculations involving credit cards, or our Credit Cards Payoff Calculator to schedule a financially feasible way to pay off multiple credit cards. Examples of other loans that aren't amortized include interest-only loans and balloon loans. The former includes an interest-only period of payment, and the latter has a large principal payment at loan maturity. Amortization Schedule An amortization schedule (sometimes called an amortization table) is a table detailing each periodic payment on an amortizing
loan. Each calculation done by the calculator will also come with an annual and monthly amortization schedule above. Each repayment for an amortized loan will contain both an interest payment and payment towards the principal balance, which varies for each pay period. An amortization schedule helps indicate the specific amount that will be paid towards each, along with the interest and principal paid to date, and the remaining principal balance after each pay period. Basic amortization schedules do not account for extra payments, but this doesn't mean
that borrowers can't pay extra towards their loans. Also, amortization schedules generally do not consider fees. Generally, amortization schedules only work for fixed-rate loans and not adjustable-rate mortgages, variable rate loans, or lines of credit. Spreading Costs Certain businesses sometimes purchase expensive items that are used for long periods of time that are classified as investments. Items that are commonly amortized for the purpose of spreading costs include machinery, buildings, and equipment. From an accounting perspective, a sudden
purchase of an expensive factory during a quarterly period can skew the financials, so its value is amortized over the expected life of the factory instead. Although it can technically be considered amortizing, this is usually referred to as the depreciation expense of an asset amortized over its expected lifetime. For more information about or to do calculations involving depreciation, please visit the Depreciation Calculator. Amortization as a way of spreading business costs in accounting generally refers to intangible assets like a patent or copyright. Under
Section 197 of U.S. law, the value of these assets can be deducted month-to-month or year-to-year. Just like with any other amortization, payment schedules can be forecasted by a calculated amortization schedule. The following are intangible assets that are often amortized: Goodwill, which is the reputation of a business regarded as a quantifiable asset Going-concern value, which is the value of a business as an ongoing entity The workforce in place (current employees, including their experience, education, and training) Business books and records, operating
systems, or any other information base, including lists or other information concerning current or prospective customers Patents, copyrights, formulas, processes, designs, patterns, know-hows, formats, or similar items Customer-based intangibles, including customer bases and relationships with customers Supplier-based intangibles, including the value of future purchases due to existing relationships with vendors Licenses, permits, or other rights granted by governmental units or agencies (including issuances and renewals) Covenants not to compete or non-
compete agreements entered relating to acquisitions of interests in trades or businesses Franchises, trademarks, or trade names Contracts for the use of or term interests in any items on this list Some intangible assets, with goodwill being the most common example, that have indefinite useful lives or are "self-created" may not be legally amortized for tax purposes. According to the IRS under Section 197, some assets are not considered intangibles, including interest in businesses, contracts, land, most computer software, intangible assets not acquired in
connection with the acquiring of a business or trade, interest in an existing lease or sublease of a tangible property or existing debt, rights to service residential mortgages (unless it was acquired in connection with the acquisition of a trade or business), or certain transaction costs incurred by parties in which any part of a gain or loss is not recognized. Amortizing Startup Costs In the U.S., business startup costs, defined as costs incurred to investigate the potential of creating or acquiring an active business and costs to create an active business, can only be
amortized under certain conditions. They must be expenses that are deducted as business expenses if incurred by an existing active business and must be incurred before the active business begins. Examples of these costs include consulting fees, financial analysis of potential acquisitions, advertising expenditures, and payments to employees, all of which must be incurred before the business is deemed active. According to IRS guidelines, initial startup costs must be amortized. Calculators :: Financial Calculators :: Amortization Calculator Amortization is the
process of repaying a loan in equal, monthly payments. This calculator lets you estimate your monthly loan repayments. The calculator will produce a full explanation of how the computation was carried out. Examples What is the monthly payment on a mortgage of $12,000 with an annual interest rate of 5.5% that runs for 10 years? What is the original value of a mortgage if it is amortized over 10 months at 7% interest and $25.3 monthly payments? You wish to take out a $50000 mortgage with monthly payments of 4.5%, and you can afford $550 per month.
How long would it take for you to pay off the mortgage? What is the interest rate on a $23,000 mortgage with $350 monthly payments for ten years? Search our database with more than 300 calculators 452 861 664 solved problems This loan calculator - also known as an amortization schedule calculator - lets you estimate your monthly loan repayments. It also determines out how much of your repayments will go towards the principal and how much will go towards interest. Simply input your loan amount, interest rate, loan term and repayment start date then
click "Calculate". When taking out a loanwhether its for a home, car, or businessunderstanding how your payments are applied over time is crucial. Thats where the Amortization Schedule Calculator comes in. This tool helps you create a clear repayment plan that breaks down every payment into principal and interest, and shows you how much youll owe at any point during the loan term. An amortization schedule is a complete table of loan payments showing:Monthly paymentsHow much goes toward interestHow much goes toward principalRemaining balance
after each paymentThe purpose is to provide loan transparency and help borrowers understand how interest accumulates and how long it will take to repay the loan.The Amortization Schedule Calculator is an online tool that computes a full month-by-month breakdown of your loan repayment schedule. It accounts for:Loan amount (principal)Interest rate (APR)Loan term (in years or months)Start date of the loanOptional extra payments (advanced calculators)The output shows:Your monthly paymentTotal interest paidFull amortization scheduleFollow these
steps to calculate your payment schedule:Enter the Loan AmountExample: $250,000Input the Interest Rate (APR)Example: 6.5%Set the Loan TermChoose how long youll take to repay the loan (e.g., 30 years).Select the Start DateTypically the month the first payment is due.(Optional) Add Extra PaymentsIf you make extra monthly or lump-sum payments, input them here.Click CalculateThe tool will show your:Monthly paymentTotal interest paidTotal cost of the loanDetailed monthly breakdownThe formula used to calculate monthly loan payments
is:iniCopyEditM = P (r(1 + r)"n) / ((1 + r)"n 1)Where:M = Monthly paymentP = Loan principalr = Monthly interest rate (annual rate 12)n = Total number of payments (loan term 12)The amortization schedule uses this monthly payment to determine how much of each installment goes to:Interest: Based on current balance monthly ratePrincipal: The rest of the payment after interestThe remaining balance is updated accordingly.Loan Terms:Principal: $300,000Interest Rate: 5%Loan Term: 30 yearsStart Date: July 2025Results:Monthly Payment: $1,610.46Total
Interest: $279,767.35Total Cost: $579,767.35First 3 Months:MonthPaymentInterestPrincipalBalanceJul 25$1,610.46$1,250.00$360.46$299,639.54Aug 25$1,610.46$1,248.50$361.96$299,277.58Sep 25$1,610.46$1,246.99$363.47$298,914.11Full transparency on payment structureEasy planning for extra payments or refinancingHelps you see how interest adds up over timeProvides a payoff timelineUseful for comparing multiple loansAdding extra to your monthly payments can significantly reduce:Total interest paidLoan termTotal loan costExtra monthly
payment: $200Loan shortened by: 4.5 yearsInterest savings: $45,000+Always enter extra payments into the calculator to view the updated schedule.MortgagesAuto LoansPersonal LoansStudent LoansBusiness LoansAs long as its a fixed-rate amortized loan, the calculator works accurately.Make extra principal payments early in the loan termRefinance if interest rates drop significantlyTrack your amortization schedule monthlyAvoid late payments to prevent interest penaltiesCompare multiple loan offers using amortization tablesAmortization is the process of
spreading loan payments over time, splitting each into principal and interest.To visualize how your loan balance decreases over time and track your interest payments.No, both follow the same principle, though mortgages usually have longer terms.Its based on the remaining loan balance monthly interest rate.No, this calculator shows only principal and interest unless customized.Yes, most versions allow monthly or lump-sum extra payments.Yes, significantlyespecially if made early in the loan term.Yes, if they follow a fixed-rate amortization structure.Your
schedule changes; this calculator assumes consistent monthly payments.Most calculators allow you to export it as a PDF or Excel file.Yes, completely free and online.No, this calculator works best with fixed-rate loans.Yes, car loans are typically fixed-rate and amortized.As the balance decreases, less interest accrues per payment.Yes, enter any rate with decimals.No, you must check your lenders policy manually.Yes, based on your start date and term.A large final payment due at the end of some loansnot included in standard amortization.APR includes fees;
this calculator uses the interest rate only.No, amortization begins immediately unless otherwise specified in the loan terms.The Amortization Schedule Calculator is more than just a financial toolits your personal loan planner. Whether youre buying your dream home, financing a car, or taking out a personal loan, this calculator offers the clarity needed to understand how much youre really paying over time.It helps you:Budget smarterCompare loan offersMake informed refinancing decisionsSave thousands in interest with extra payments An amortization
schedule is a chart that tracks the falling book value of a loan or an intangible asset over time. For loans, it details each payments breakdown between principal and interest. For intangible assets, it outlines the systematic allocation of the assets cost over its useful life. Amortization schedules outline the payments needed to pay off a loan and how the portion allocated to principal versus interest changes over time.Early in the loan term, the interest portion is larger due to the higher loan balance.Over time, the interest portion shrinks, and a larger portion of
each payment goes toward reducing the principal balance.Businesses use a different kind of amortization schedule to expense intangible assets over their useful life. Investopedia / Paige McLaughlin Most people use amortization schedule in the context of loans, where it outlines how a loan is paid down over time. It details the total number of payments and the proportion of each that goes toward principal versus interest. Principal is the unpaid loan balance, excluding any interest or fees, while interest is the cost of borrowing charged by lenders. At the start
of the loan term, when the loan balance is highest, a higher percentage of each payment goes toward interest. Over time, as the loan balance decreases, the interest portion shrinks, and more of each payment goes toward the principal. Accountants use amortization to spread out the costs of an asset over the useful lifetime of that asset. The formula to calculate the monthly principal due on an amortized loan is as
follows:PrincipalPayment=TMP(OLBInterestRate12Months)where:TMP=TotalmonthlypaymentOLB=Outstandingloanbalance\begin{aligned} &\text{Principal Payment} = \text{TMP} - \Big ( \text{OLB} \times \frac { \text{Interest Rate} }{ \text{12 Months} } \Big ) \\&\textbf{where:} \&\text{TMP} = \text{Total monthly payment} \\&\text{OLB} = \text{Outstanding loan balance} \\\end{aligned}PrincipalPayment=TMP(OLB12MonthsInterestRate)where:TMP=TotalmonthlypaymentOLB=OutstandingloanbalanceThe total monthly payment is typically
specified when you take out a loan. However, you may need to calculate the monthly payment if you are attempting to estimate or compare monthly payments based on a given set of factors, such as loan amount and interest rate. If you need to calculate the total monthly payment for any reason, the formula is as follows:TotalPayment=LoanAmount[i(1+i)n(1+i)n1]where:i=Monthlyinterestpaymentn=Numberofpayments\begin{aligned } &\text{Total Payment} = \text{Loan Amount} \times \Bigg [ \frac { i \times (1 +1i) “n }{ (1 +i)”n-1 } \Bigg ]
\\&\textbf{where:} \\&i = \text{Monthly interest payment} \\&n = \text{Number of payments} \\\end{aligned} TotalPayment=LoanAmount[(1+i)n1i(1+i)n]where:i=Monthlyinterestpaymentn=NumberofpaymentsYoull need to divide your annual interest rate by 12. For example, if your annual interest rate is 3%, your monthly interest rate will be 0.25% (0.03 annual interest rate 12 months). You'll also multiply the years in your loan term by 12. For example, a four-year car loan would have 48 payments (four years 12 months). Though related, loan amortization
schedule and loan term are not the same. Loan amortization refers to the schedule over which payments are calculated, while loan term is the period before the loan is due. For example, a loan may be amortized over 30 years but have a 10-year term. In this case, payments are based on a 30-year schedule, but at the end of the 10-year term, the remaining balance (a balloon payment) must be paid off or refinanced. Though it may look daunting, a loan amortization schedule is a powerful tool. Consider these benefits:Budgeting: Knowing exactly how much youll
owe every month can help you budget.Transparency: Seeing the total interest cost can help you understand the full cost of the loan, so you can compare it against other loan offers.Tax deductions: Some types of interest (such as home mortgage interest) may be tax-deductible, making it important to partition principal from interest contributions.Early repayment: With an amortization schedule, you can see how reducing the loan balance with early payments can cut your total interest costs and shorten the loan term (but beware of prepayment penalties).
Businesses also use amortization schedules to account for the declining value of intangible assets like patents, trademarks, and goodwill. They do this to understand their earnings better, comply with accounting standards like GAAP, and sometimes reduce their taxable income. The process is similar to how tangible assets are depreciated. Typically, businesses use the straight line method to allocate the cost of an intangible asset evenly over its expected useful life. For example, a $10,000 patent with a 10-year useful life would be amortized at $1,000 per year
($10,000 /10). Unlike loan amortizations, no principal or interest is involved, making the calculation more straightforward. Divide the assets cost evenly over its useful life.YearBeginning Book ValueAmortization ExpenseEnding Book Value1$10,000$1,000$9,0002$9,000$1,000$8,0003$8,000$1,000$7,0004$7,000$1,000$6,0005$6,000$1,000$5,0006$5,000$1,000$4,0007$4,000$1,000$3,0008$3,000$1,000$2,0009%$2,000$1,000$1,00010$1,000$1,000$0 The IRS has schedules that dictate the total number of years in which tangible and intangible assets are
expensed for tax purposes. For purposes of illustration, consider a $30,000 car loan at 3% interest with a term of 4 years. The monthly payment is going to be $664.03. That is arrived at as follows:$30,0000.00251.002548(0.00251.002548)1\begin{aligned } &\$30,000 \times \frac{0.0025\times1.0025"~ {48} } {(0.0025 \times1.0025~{48}) - 1 }\end{aligned }$30,000(0.00251.002548)10.00251.002548In the first month, $75 of the $664.03 monthly payment goes tointerest.$30,000loanbalance3%interestrate12months\begin{aligned}&\$30,000 \ \text{loan balance}
\times 3\% \ \text{interest rate} \div 12 \ \text{months} \\\end{aligned}$30,000loanbalance3%interestratel2monthsThe remaining$589.03 goes toward the principal.$664.03totalmonthlypayment$75interestpayment\begin{aligned} &\$664.03 \ \text{total monthly payment} - \$75 \ \text{interest payment} \\ \end{aligned} $664.03totalmonthlypayment$75interestpaymentThe total payment remains constant over each of the 48 months of the loan while the amount going to the principal increases and the portion going to interest decreases. In the final month,
only $1.66 is paid in interest because the outstanding loan balance is minimal compared with the starting loan balance. Loan Amortization SchedulePeriodTotal Payment DueComputed Interest DuePrincipal DuePrincipal
Balance$30,0001$664.03$75$589.03$29,410.972$664.03$73.53$590.50$28,820.473$664.03$72.05$591.98$28,228.494$664.03$70.57$593.46$27,635.035$664.03$69.09$594.94$27,040.096$664.03$67.60$596.43$26,443.667$664.03$66.11$597.92$25,845.748$664.03$64.61$599.42$25,246.329$664.03$63.12$600.91$24,645.4110$664.03$61.61$602.42$24,042.9911$664.03$60.11$603.92$23,439.0712$664.03$58.60$605.43$22,833.6413$664.03$57.08$606.95$22,226.6914$664.03$55.57$608.46$21,618.2315$664.03$54.05$609.98$21,008.2416$664.03$
Reading an amortization schedule is one thing, but knowing how to create one is another. Use this newfound skill to analyze and compare loan offers and business earnings. The more you know, the better financial decisions you can make.
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