
Amortization schedule for 24-period, 
$1,000 loan with 10% effective rate of interest 

 

 
 

 Note that %1042
000,1 sD ⋅=  D = 11.30 

 ∑ (Amortization interest payments) = 
∑ (Sinking fund interest payments) – 
∑ (Sinking fund interest earned) 

Sinking Fund Schedule for 24-period, 
$1,000 loan with 10% effective rate of interest 

 

 
 
 
*This relationship between sinking funds and amortization 
only holds when the interest credited on the sinking fund is 
equal to the interest rate charged on the loan!
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6.20, p. 197 of text:  A has borrowed $10,000 on which 
interest is charged at 10% effective.  A is accumulating a 
sinking fund at 8% effective to repay the loan.  At the end of 
10 years the balance in the sinking fund is $5000.  At the 
end of the 11th year, A makes a total payment of $1500. 
 
a)  How much of the $1500 pays interest currently on the 
loan? 
 
 
 
 
b)  How much of the $1500 goes into the sinking fund? 
 
 
 
 
c)  How much of the $1500 should be considered as interest? 
 
 
 
 
 
d)  How much of the $1500 should be considered as 
principal? 
 
 
 
 
 
e)  What is the sinking fund balance at the end of the 11th 
year? 

6.24, p. 198 of the text, and Homework 6, #5:  A borrower is 
repaying a loan with 10 annual payments of $1000. Half of 
the loan is repaid by the amortization method at 5% 
effective. The other half of the loan is repaid by the sinking 
fund method in which the lender receives 5% effective on 
the investment and the sinking fund accumulates at 4% 
effective. Find the amount of the loan. Answer to the nearest 
dollar. 
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