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Chapter 9
Simple Interest

Section 1
Basics of Simple 

Interest
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Objectives

1. Solve for simple interest.

2. Calculate maturity value.

3. Use a table to find the number of days from 
one date to another.

4. Use the actual number of days in a month to 
find the number of days from one date to 
another.
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Objectives

5. Find exact and ordinary interest.

6. Define the basic terms used with notes.

7. Find the due date of a note.
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Solve for Simple Interest

Simple Interest is interest charged on entire 
principal for entire length of loan

Principal is the loan amount

Rate is the annual interest rate

Time is the length of the loan in years

Simple interest = Principal × Rate × Time
           I              =       P        ×    R    ×    T

P=BRT
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When Using the Formula
I = PRT

1. Rate (R) must first be changed to a decimal 
or fraction.

2. Time (T) must first be converted to years.
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Example 1 (1 of 4)

Jessica Hernandez needs to borrow $85,000 for 9 
months. Her bank would not lend her the money 
since she has no experience or assets. She found an 
individual who would lend her the money at 18.5%. 
However, her uncle agreed to go to the bank and 
cosign on a loan to her, which means he will have to 
repay the loan if Jessica fails to do so. On this basis, 
the bank agreed to lend her the money at 10% 
simple interest. Find the interest at (a) 18.5% and 
(b) 10%. (c) Then find the amount saved using the 
lower interest rate.
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Example 1 (2 of 4)

(a) First, convert 18.5% to .185 and 9 months to 
9/12 year. Then substitute values into I = PRT 
to find the interest. The principal (P) is the 
amount of the loan.

I = PRT     is the same as   P=BRT

I = $85,000 × .185 × 9/12

I = $11,793.75

P=BRT
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Example 1 (3 of 4)

(b) First, convert 10% to .10 and proceed as in (a).

I = PRT

I = $85,000 × .10 × 9/12

I = $6375

(c) Difference = $11,793.75 – $6375

   = $5418.75
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Example 1 (4 of 4)

Hernandez quickly learned an important lesson: 
Interest costs can be very high. She was delighted 
that her uncle had agreed to cosign for her. It 
saved her nearly $5500 in interest charges in only 
9 months. 
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Calculate Maturity Value

Maturity Value is the amount that must be 
repaid when the loan is due

Found by adding principal and interest

Maturity value = Principal + Interest
           M            =        P       +      I
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Example 2 (1 of 2)

Tom Swift needs to borrow $28,300 to remodel 
his bookstore so that he can serve coffee to 
customers as they browse or sit at their 
computers. He borrows the funds for 10 months 
at an interest rate of 9.25%. Find the interest due 
on the loan and the maturity value at the end of 
10 months.
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Example 2 (2 of 2)

Interest due is found using I = PRT, where T 
must be in years (10 months = 10/12 yr.)

Interest = PRT

  I     = $28,300 × .0925 × 10/12

  I = $2181.46

Maturity value = P + I

M  = $28,300 + $2181.46

    M  = $30,481.46
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Use a Table to Find the Number of 
Days from One Date to Another

Loan may be given in days

Loan may be due at a fixed date

So we may have to figure out the number of days 
until the loan must be paid off

One way to do this is to use a table as seen on the 
next slide and the back cover of the text
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Example 3 (1 of 4)

Use the table to find the number of days from 

(a) March 24 to July 22, 

(b) April 4 to October 10, 

(c) November 8 to February 17 of the following 
year, and 

(d) December 2 to January 17 of the following 
year. Assume that it is not a leap year.
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Example 3 (2 of 4)

(a) July 22 is day 203
March 24 is day   –   83

120 

120 days from March 24 to July 22.

(b) October 10 is day 283
April 4 is day       –   94

189 

189 days from April 4 to October 10.
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Example 3 (3 of 4)

(c) November 8 is day 312, so there are
365 – 312 = 53 days from November 8 to the 
end of the year. Add days until the end of the 
year plus days into the next year to find the 
total.
November 8 to end of year  53
February 17 is day             +   48

         101 

101 days from November 8 to February 17 
of the next year.
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Example 3 (4 of 4)

(d) December 2 is day 336, so there are
365 – 336 = 29 days from December 2 to the 
end of the year. Add days until the end of the 
year plus days into the next year to find the 
total.
December 2 to end of year    29
January 17 is day              +  17

        46 

46 days from December 2 to January 17 of 
the next year.
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Use the Actual Number of Days in a Month to Find 
the Number of Days from One Date to Another

The number of days between specific dates can 
be found using the number of days in each month 
of the year as shown in the table.
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Rhyme Method

Rhyme Method:
30 days hath September,
April, June, and November.
All the rest have 31, except February,
which has 28 and in a leap year 29.

Leap years occur every 4 years: 2020, 2024, 2028, …
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Knuckle Method

Knuckle Method:



Copyright © 2019, 2015, 2011 Pearson Education, Inc.  ALWAYS LEARNING Slide 23

Example 4 (1 of 3)

Find the number of days from

(a) June 3 to August 14 and

(b) November 4 to February 21.
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Example 4 (2 of 3)

(a) June has 30 days, so there are 30 – 3 = 27 
days from June 3 to the end of June.

June 3 to the end of June     27
31 days in July                    31
14 days in August           +  14
                                            72

72 days from June 3 to August 14.
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Example 4 (3 of 3)

(b) November has 30 days, so there are
30 – 4 = 26 days from November 4 to the 
end of November.

Nov 4 to end of November   26
31 days in December            31
31 days in January                31 
21 days in February          +  21
                                            109

   109 days from November 4 to February 21.
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Find Exact and Ordinary Interest

Exact Interest calculations require the use of the 
exact number of days in the year, 365 or 366 if a 
leap year

Ordinary Interest, or banker’s interest, 
calculations require the use of 360 days
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Finding Time in Fraction of a Year

When using I = PRT, since the rate (R) is 
given in years, time (T) must also be given 
in years, so you may have to convert the 
given time.
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Find Exact and Ordinary Interest

For exact interest: Use 365 days (or 366)

For ordinary, or banker’s interest: Use 
360 days
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Example 5 (1 of 3)

Radio station KOMA borrowed $148,500 on 
May 12 with interest due on August 27. If the 
interest rate is 10%, find the interest on the loan 
using

(a) exact interest and

(b) ordinary interest.
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Example 5 (2 of 3)

Either the table method or the method of the 
number of days in a month can be used to find that 
there are 107 days from May 12 to August 27.

(a)   Exact interest is found from I = PRT with 
        P = $148,500, R = .10 and T = 107/365

I = PRT

I = $148,500 × .1 × 107/365

I = $4353.29
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Example 5 (3 of 3)

(b) Find ordinary interest with the same  formula 
and values, except T = 107/360

I = PRT

I = $148,500 × .1 × 107/360

I = $4413.75

In this example, the ordinary interest is 
$4413.75 – $4353.29 = $60.46 more than the 
exact interest.
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Define the Basic Terms with Notes

A promissory note is a legal document in 
which one person or firm agrees to pay a 
certain amount of money, on a specific day 
in the future, to another person or firm.
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Simple Interest Note

Maker or payer: The person borrowing the 
money. (Madeline Sullivan)

Payee: The person who loaned the money and 
who will receive the payment (Charles D. Miller)



Copyright © 2019, 2015, 2011 Pearson Education, Inc.  ALWAYS LEARNING Slide 34

Simple Interest Note

Term: The length of time until the note is due 
(90 days)

Face value or principal: The amount being 
borrowed ($27,500)
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Simple Interest Note

Maturity value: The face value plus interest, also 
the amount due at maturity

Maturity date or due date: The date the loan 
must be paid off with interest (June 4)
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Find Interest and Maturity Value

Interest = Face Value × Rate × Time
Interest = $27,500 × .09  × 90/360 = $618.75

Maturity Value = Face Value + Interest
Maturity Value = $27,500 + $618.75 = $28,118.75
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Find the Due Date of a Note

Time in months

Loan is due after given number of months has 
passed, on the same day of the month as the original 
loan was made
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Example 6 (1 of 2)

Find the due date, interest, and maturity value for 
a $600,000 loan made to Benson Automotive on 
July 31 for 7 months at 7.5% interest.
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Example 7 (2 of 2)

Interest and principal are due 7 months from July 31 
or February 31, which does not exist. Since February 
has only 28 days (unless it is a leap year), interest and 
principal are due on the last day of February, or 
February 28 (February 29, if it were a leap year).

I = PRT = $600,000 × .075 × 7/12 = $26,250

M + I = $600,000 + $26,500 = $626,250

A total of $626,250 must be repaid on February 28.


