Example #1 (Student Loans):
Suppose you have student loans totaling $7500 when you graduate from college.  The interest rate is APR = 9% and the loan term is 10 years.  What are your monthly payments? How much will you pay over the lifetime of the loan? What is the total interest you will pay on the loan?

Use this formula:  
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Example #2 (Principal and Interest Payments):
For the loan in Example #1, calculate the portions of your payment that go to principal and to interest during the first three months.

Example #3 (Credit Card Debt):
You have a credit card balance of $2300 with an annual interest rate of 21%.  You decide to pay off your balance over 1 year.  How much will you need to pay each month? Assume you make no further credit card purchases.

Example #4 (A Deepening Hole):
Paul has gotten into credit card trouble.  He has a balance of $9500 and just lost his job.  His credit card company charges interest of APR=21% compounded daily.  Suppose the credit card company allows to suspend his payments until he finds a new job – but continues to charge interest.  If it takes him a year to find a new job, how much will ne owe when he starts his new job?

Example #5 (Fixed Rate Payment Options)

You need a loan of $100,000 to buy your new home.  The bank offers a choice of a 30-year loan at an APR of 8% or a 15 year loan at 7.5%.  Companre your monthly payments and total loan cost under the two options.  Assume that the closing costs are the same in both cases and therefore do not affect the choice.
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