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Amortization Schedule: Meaning, Usage
& Steps to Create Schedule

An amortization schedule is a table that displays each periodic payment on a loan as a row, and
it breaks down the amount your payment is divided into interest and principal. It allows
borrowers to easily see how their debt decreases as time goes on and is an essential money
management tool. These schedules are transparent, be it a home loan amortization schedule,
car loan amortization schedule, or any other debt. Tools such as loan amortization schedule
calculators, amortization schedule excel templates and even EMI calculators that support
amortization schedule help users to create clear schedules. In case you're wondering what, an
amortization schedules, it’s really nothing more than a repayment road map of your financial
life. You can also make your own loan amortization schedule Excel, or you can use an
amortization schedule calculator to get your loan repayment schedule quickly and accurately.
Knowing amortization schedule meaning can help you better decipher your EMI amortization
schedule and make sound loan decisions.

When you take out a loan, you must give the money back in chunks each month. This process
of "returning" over time is called amortization. It consists of two parts — principal and interest.
The principal is the amount you borrow and interest is what the bank charges you for lending
you money.

Every EMI has a loan principle going down. But at the beginning, more money is being applied
to interest. Gradually the main part gets bigger. This level monthly repayment structure is called
loan amortization. Knowing how the amortization process works allows you to forecast your
future money needs more accurately.

How Amortization Works?

Knowing amortization makes it easier to compare loan offers. For instance, if one bank offers
lower interest, your EMI will differ. So, you also need to understand how amortization impacts
your monthly outflow. Amortization schedule for home loan, amortization schedule and for car
loan and amortization schedule for personal loan can all be dealt with through this method. And
it provides you with a clear view of the life of your loan.

Say, you borrow %10,00,000 for 5 years at 10% interest.

Your EMI will be %21,247 approximately.

It starts with you paying more interest and less principal.

At the end of the term, virtually the entire EMI gets adjusted only against the principal.
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An amortization schedule is a table that informs us how much of each EMI goes towards the
interest and how much goes towards the principal. It is the remaining loan amount which gets
reduced every EMI. It helps you understand your repayment path.

The Relevance of Amortization Schedule

They look for emi amortization schedule or take solace in loan amortization schedule calculator.
These calculators allow you to verify the entire graph of repayment, and helps you plan better.
They provide a comprehensive view of your loan life. You will know:

How much you paid in total

What's Interest and What's Principal

When your loan will finish

Your earliest payment can save you interest

Example of an Amortization Schedule (First 5 Months)

An amortization schedule is a detailed, easy-to-read chart that reflects your EMI payments
month by month. It lets you see how your EMI payment is broken up into interest and principal
for every month. This is an amortization schedule (first 5 months) for a INR10,00,000 loan at
10% annual interest over 5 years. Companies with loans include the interest expense when
reporting its income statement.

Month EMI (%) Interest (%) Principal (%) Balance (%)
1 21,247 8,333 12,914 9,87,086
2 21,247 8,226 13,021 9,74,065
3 21,247 8,117 13,130 9,60,935
4 21,247 8,007 13,240 9,47,695
5 21,247 7,897 13,350 9,34,345

As you can tell the interest is reduced and the principal increased for each month. This is how
loan amortization schedule works in real life.

All loans are unique in their purpose and structure. So banks and lenders develop all sorts of
amortization schedules. Each schedule works for a particular kind of loan — whether that’'s a
car loan, a home loan, an education loan or a personal loan. These types of amortization
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schedules will detail how a portion of your monthly EMI goes towards paying interest and how
it will contribute to paying the principal.

An appropriate amortization schedule helps Indian borrowers especially students, first-job

holders and young professionals to plan their EMIs in a better way. Here are the various kinds
in a detailed way.

Housing Loan Amortization Schedule

A home loan amortization schedule is for those who are purchasing a house or flat. They have
a long payback life — the typical loan has a 15- to 30-year term. While housing loans are popular
in India, the schedule is useful to fit into heavy amounts over an extended period in your plan.

Key Features

e High quantum of loan (Above %10lacs)
e Repayment tends to be long-term, from 15 to 30 years
e Variable/floating or fixed rates of interest
e Increased interest in the formative years
Benefits

e Shows you how your interest adds up in the first 10 years
e Aids prepayments planning to save on interest
e Keeps track of your unpaid balance

Example:
If you have borrowed %40 lakhs at 8% for 20 years, your EMI will be approximately ¥33,458. In

the initial years, around 70 per cent of this EMI is interest. This is what a home loan amortization
schedule demonstrates.

Car Loan Amortization Schedule

The car loan amortization schedule is for purchasing cars. This type of loan has a short term,
typically between 3-7 years. The amounts are lower than for a home loan, but interest rates are
higher.

Key Features

Loan value from Rs.2 lakhs up to Rs.20 lakhs
Short tenure (3 to 7 years)

Fixed interest rates

Rapid depletion of balance due to daily
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Benefits

e Easy to track short-term debt
e Aidsin comparing car loans offered by various banks
e Demonstrates the actual cost of owning a car, including the amount of interest paid.

Why Does It Matters?

Many young Indians take loans to buy two-wheelers or cars. An auto loan amortization
schedule can indicate whether refinancing after two to three years may save some money. You
can also schedule lumpsum payments.

Personal Loan Amortization Schedule

This schedule is applicable when you take a loan for marriage, education, hospital bill or for
travel. They are also very high interest (10-18%) and unsecured loans. The calendar helps
keep up with accelerated repayment and interest savings.

Key Features

e Loan amounts up to 210 lakhs

e Tenure of 1to 5 years

e High interest rates

e EMI's are fixed throughout the loan tenure
Benefits

e Track how fast you repay
e Compare EMI Vs Interest over months
e Now understand the impact of part payments on balance

Tip:

If you receive a bonus or a raise, put some of it toward paying down your personal loan.
Calculate and see the interest by using emi calculator with amortization schedule.

Education Loan Amortization Schedule

Education loans usually come with a moratorium (break period) where you don’t have to pay
EMIs. Repayment begins after course completion. An amortization schedule can be your guide
on funding and repaying after this lull.

Key Features

e 6 months to 1year moratorium period after the course


https://plutuseducation.com/programs
https://plutuseducation.com/blog/disposal-of-amount-due-to-retiring-partner
https://plutuseducation.com/blog/difference-between-savings-and-investment
https://plutuseducation.com/blog/balance-of-payments-formula

(o) PLUTUS

EDUCATION

e Loan tenure of 7 to 15 years
¢ Interest subvention in certain govt schemes

Benefits

e Use Job or Income post-graduation for planning EMI.
e Calculate the accrued interest during loan moratorium
e Keep an account of EMI for 80E tax benefits

Use Case:

Those Indian students who go abroad also tend to take big loans. A loan amortization schedule
calculator enables them to plan repayment with partial prepayments either in USD or INR.

Business Loan Amortization Schedule

If you have taken a loan to start or run your business, this schedule demonstrates how the loan
balance decreases by way of monthly EMI payment. Business loans also have other structures
such as step-up or bullet repayments.

Key Features

e Loan size ranges between %1 lakh and %1 crore
e Tenure can be 1 to 10 years
e May come with balloon payments or step EMIs

Benefits

e Helps manage cash flow better
e Shows full repayment cycle
e Supports flexible or fixed EMIs

Practical Tip:

From a loan amortization schedule excel sheet apply EMI manually according to monthly cash
inflow. This will help you keep your business cash flow consistent.

Flat Vs Reducing Balance Amortization Schedule

There are two methods lenders use to calculate EMI — Flat interest rate and Reducing balance
interest rate. Each has its own amortization schedule.

Flat Interest

e The interestis computed on the whole loan period.
e EMIremains high even if the balance drops.
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Reducing Balance Interest

e The interest is computed on the reduced balance.
e EMI breakup fluctuates from month to month (more principal, less interest).

Diminishing balance amortized schedule is most popular in-home loan amortized schedule and
car loan amortized schedule. Always opt for the lower pinning when you can.

Sponsored Bullet Amortization Schedule

This is not common but is used in business or gold loan. In that one, you make interest
payments each month and a lump-sum principal payment at the end.

Key Features

e Principal repaid at loan end
e Monthly interest payment only
e No EMI break-up as in normal loans

Use Case

One of the loans people apply for, but forget others, that is the best description of the payday
loan.

PLUTUS

fDVUECATYTION

Whatils Loan Amortization Schedule?

Loan Amortization Schedule

I
Reflects the scheduled
payments in tabular format

I

Principal + Interest over time

Generate amortization schedule in excel makes it easy to track how quickly you are paying
down your loan. It provides complete control for your EMI planning and interest calculation. You
use only a few simple Excel functions to begin. Majority of the students as well as job goers,
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uses excel sheet so that they could calculate their EMI. There are some steps which are to be
taken to create the loan amortization schedule in excel.

Steps to Generate Amortization Schedule in Excel

Learn here how to create own amortization schedule in Excel. These come with general
formulas to break down your EMI into interest and principal every month.

1. Input Loan Details:

e Loan amount
e Interest rate
e Loan tenure (months or years)

2. Create Columns:

Month number
EMI

Interest
Principal
Balance

3. Use Excel Formulas:

EMI = PMT (rate, npv, pv)

Interest = Balance*Monthly rate
Principal = EMI - Interest

Balance = Remaining balance - Principal

4. Drag the formula down until your balance is O.

This can help you to create the amortization schedule in excel. It just works and you have total
control.

Use an EMI calculator for amortization schedule calculation for a fast and easy prediction. It
takes seconds to display your complete repayment schedule. Just aloan amount, interest rate
and tenure are all you must put in. If you don’t feel like using Excel, use an amortization
schedule calculator. These online tools can do the work in a snap.

Key Features of Loan Amortization Schedule Calculator

e Fastand accurate
e Needs only 3 inputs: principal, rate, time
e Shows monthly EMI
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e |temizes interest and principal
e Gives full table in one click

You can also download this as a loan amortization schedule excel. Tools like these assist
students, young professionals and loan applicants.

Best Free Calculators in India

SBI EMI calculator

HDFC home loan calculator

Grow EMI planner

In the second category, we have EMI calculators with amortization schedules.

These are easy to use calculators, and they save time.

By sticking to an amortization schedule, you better maintain control over your loan. It illustrates
where your money is going, each month. Having this kind of clarity also helps you plan and
save and, eventually, repay more intelligently. Making and utilizing an amortization schedule
provides many benéefits.

Key Advantages

Clear loan tracking

Easy budget planning

Helps plan part-prepayment
Saves on unnecessary interest
Motivates early loan closure
Helps in comparing loans

Best Use Cases

¢ Home loan amortization schedule — A good tool for long-term property planning

e Loan Amortization Schedule Calculator helps self-employed and salaried

e Microsoft amortization schedule calculator excel assists manual tracking to plan your
finances

e Car Loan Amortization Schedule- for short term loans, keeps payable interest rates in
perfect balance with the principal amount, due to which your monthly repayment amount
stays constant throughout the tenure.
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ACCA students see amortization schedules in the context of interest and IFRS in Financial
Reporting (FR), and in the context of loan planning and time value of money in Financial
Management (FM). Knowing how loan balances decline in connection to time is important for
both business and personal finance issues.

Amortization Schedule ACCA Questions

Q1. What is the main point of an amortization schedule?
A. Inventory turnover

B. Fixed asset depreciation

C. Interest and principal components of a loan

D. Net present value

Answer: C. Amortization of interest and principal on a loan

Q2. How is the interest portion in an amortized loan recognized under IFRS 97
A. As equity

B. As capital reserve

C. As finance cost in P&L

D. As operating income

Answer: C As Finance costin P&L

Q3. What is usually higher in the first few months of an amortization schedule?
A. Principal repayment

B. Depreciation

C. Interest portion

D. Capital gain

Answer: C. Interest portion
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Q4. When would a financial manager examine an amortization schedule?
A. To lower the cost of fixed assets

B. To monitor reduction in loan interest and balance

C. To prepare payroll data

D. To assess product pricing

Answer: B Tracking interest and balance reduction on loan

Q5. Which software is the best for manually preparing an amortization schedule?
A. Income statement

B. Excel spreadsheet

C. Bank passbook

D. Trial balance

Answer: B. excel spreadsheet

Amortization tables are included in US CMA Part 2: Financial Decision Making. Prospects
should apply them for analyzing loans, planning the expense of interest and estimating influence
of capital structure on the financial results.

Amortization Schedule US CMA Questions

Q1. What are the primary purposes of an amortization schedule in management accounting?
A. Pricing strategy

B. Loan and interest tracking

C. Auditing internal controls

D. Calculating gross margin

Answer: B. Loans and interests tracking

Q2. What is the formula which is frequently put in Excel to get EMI?
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A. PMT

B. IF

C. VLOOKUP
D. SUM
Answer: A. PMT

Q3. How do number of years in amortization schedule help in capital budgeting?
A. By showing asset lifespans

B. By forecasting revenue

C. Through the examination of the interest cost of financing

D. By recording depreciation

Answer: C. Interest cost on financing

Q4. What is reducing balance in an amortization table?
A. Net profit

B. Outstanding balance of loans pledged

C. Tax rebate

D. Inventory balance

Answer: B. Balance still owed on loan

Q5. For which of the following would an amortization schedule be most useful?
A. Sales manager

B. Loan applicant

C. Software developer

D. Customer service executive

Answer: B. Loan applicant
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The concept of amortization is important in FAR (Financial Accounting and Reporting) in US
CPA to understand liabilities/ interest expenses and long-term debt disclosures. They also help
in BEC (Business Environment and Concepts) to analyze finance decisions.

Amortization Schedule US CPA Questions

Q1. In aloan amortization table, what does each payment consist of?
A. Only interest

B. Only principal

C. A bank account with constant interest and variable principal

D. Some interest and some principal

Answer: D. Part interest and part principal

Q2. What portion of financial/statements utilizes amortization?
A. Income statement

B. Balance sheet

C. Statement of Changes in Equity

D. Cash flow from investing

Answer: B. Balance sheet

Q3. What should an amortization schedule be reviewed by a CPA for during an audit?
A. Revenue growth

B. Loan classification and accuracy of accrued interest

C. Expense reimbursement

D. Gross margin

Answer: B, Categorization of the loan and accuracy of the interest accrued
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Q4. What effect does early repayment have on an amortization schedule?
A. Increases loan term

B. Reduces interest paid

C. Increases total repayment

D. No impact

Answer: B. Reduces interest paid

Q5. In the context of a CPA's practice, what is the best software for client amortization
questions?

A. Audit software
B. Excel template
C. Tally software
D. Bank register

Answer: B. Excel template

You can see them in fixed income in bond repayment, loan-backed securities, cash flow
apportionment. CFA Applicants are to consider yield, tenure and interest flow in deciding for
investment.

Amortization Schedule CFA Questions

Q1. Why an amortization schedule is so important when it comes to fixed income?
A. Derivatives pricing

B. Tracking loan cash flows

C. Stock dividend dates

D. Equity valuation

Answer: B Tracking loan cash flows
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Q2. In a bond amortization schedule, interest expense:
A. The uniform each period

B. Based on par value only

C. A carrying amount and market rate function

D. Added to equity

Answer: C carrying amount and market rate

Q3. What is the connection between loan amortization table and bone analysis?
A. Tracks equity split

B. Aids in choosing coupon structure

C. Helps forecast repayment behavior and risk

D. Shows stock volatility

Answer: C. Demonstrates repayments profile and the levels of risk

Q4. What is probably true for amortizing bonds?

A: Full principal paid at maturity

B. Interest Followed by Principal

C. Repayment over time includes both interest and principal
D. Issuer never repays

Answer: C. Interest and principal repaid over time

Q5. What do CFA analysts use to build amortization schedules?
A. Gantt chart

B. Excel or financial calculator

C. SPSS

D. SQL database
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Answer: B. Excel or financial calculator
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