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The	interest	rate	is	the	percentage	of	interest	relative	to	the	principal.	It	is	either	what	lenders	charge	borrowers	or	what	is	earned	from	deposit	accounts.	The	interest	rate	on	a	loan	is	typically	noted	on	an	annual	basis	and	is	expressed	as	an	annual	percentage	rate	(APR).	An	interest	rate	can	also	apply	to	a	savings	account	or	a	certificate	of	deposit
(CD).	In	this	case,	a	bank	or	credit	union	pays	a	percentage	of	the	funds	deposited	to	the	account	holder.	Annual	percentage	yield	(APY)	refers	to	the	interest	earned	on	these	deposit	accounts.	An	interest	rate	also	applies	to	the	amount	earned	at	a	bank	or	credit	union	from	a	deposit	account.Most	mortgages	use	simple	interest.	However,	some	loans
use	compound	interest,	which	is	applied	to	the	principal	but	also	to	the	accumulated	interest	of	previous	periods.A	loan	that	is	considered	low-risk	by	the	lender	will	have	a	lower	interest	rate.	A	loan	that	is	considered	high-risk	will	have	a	higher	interest	rate.The	APY	is	the	interest	rate	that	is	earned	at	a	bank	or	credit	union	from	a	savings	account	or
CD.	Savings	accounts	and	CDs	use	compound	interest.	Investopedia	/	Julie	Bang	In	lending,	interest	is	a	charge	to	the	borrower	for	the	use	of	an	asset.	Assets	borrowed	can	include	cash,	consumer	goods,	vehicles,	and	property.	Because	of	this,	an	interest	rate	can	be	thought	of	as	the	"cost	of	money."	Higher	interest	rates	make	borrowing	the	same
amount	of	money	more	expensive.	Interest	rates	apply	to	most	lending	or	borrowing	transactions.	Individuals	borrow	money	to	purchase	homes,	fund	projects,	launch	or	fund	businesses,	or	pay	for	college	tuition.	Businesses	take	out	loans	to	fund	capital	projects	and	expand	their	operations	by	purchasing	fixed	and	long-term	assets	such	as	land,
buildings,	and	machinery.	Borrowed	money	is	repaid	either	in	a	lump	sum	by	a	pre-determined	date	or	in	periodic	installments.	For	loans,	the	interest	rate	is	applied	to	the	principal,	which	is	the	amount	of	the	loan.	The	interest	rate	is	the	cost	of	debt	for	the	borrower	and	the	rate	of	return	for	the	lender.	The	money	to	be	repaid	is	usually	more	than
the	borrowed	amount	since	lenders	require	compensation	for	the	loss	of	use	of	the	money	during	the	loan	period.	The	lender	could	have	invested	the	funds	during	that	period	instead	of	providing	a	loan,	which	would	have	generated	income	from	the	asset.	The	difference	between	the	total	repayment	sum	and	the	original	loan	is	the	interest	charged.
When	the	loan	is	considered	to	be	low	risk	by	the	lender,	the	borrower	will	usually	be	charged	a	lower	interest	rate.	If	the	loan	is	considered	high	risk,	the	interest	rate	that	the	borrower	is	charged	will	be	higher.	Risk	is	typically	assessed	when	a	lender	looks	at	a	potential	borrower's	credit	score,	which	is	why	it's	important	to	have	an	excellent	one	if
you	want	to	qualify	for	the	best	loans.	If	you	take	out	a	$300,000	loan	from	the	bank	and	the	loan	agreement	stipulates	that	the	interest	rate	on	the	loan	is	4%	simple	interest,	this	means	that	you	will	have	to	pay	the	bank	the	original	loan	amount	of	$300,000	+	(4%	x	$300,000)	=	$300,000	+	$12,000	=	$312,000.	The	example	above	was	calculated
based	on	the	annual	simple	interest	formula,	which	is:	Simple	interest	=	principal	x	interest	rate	x	time	The	individual	who	took	out	the	loan	will	have	to	pay	$12,000	in	interest	at	the	end	of	the	year,	assuming	it	was	only	a	one-year	lending	agreement.	If	the	loan	was	a	30-year	mortgage,	the	interest	payment	will	be:	Simple	interest	=	$300,000	x	4%	x
30	=	$360,000	A	simple	interest	rate	of	4%	annually	translates	into	an	annual	interest	payment	of	$12,000.	After	30	years,	the	borrower	would	have	made	$12,000	x	30	years	=	$360,000	in	interest	payments.	Some	lenders	prefer	the	compound	interest	method,	which	means	that	the	borrower	pays	even	more	in	interest.	Compound	interest,	also	called
interest	on	interest,	is	applied	both	to	the	principal	and	also	to	the	accumulated	interest	made	during	previous	periods.	The	bank	assumes	that	at	the	end	of	the	first	year	the	borrower	owes	the	principal	plus	interest	for	that	year.	The	bank	also	assumes	that	at	the	end	of	the	second	year,	the	borrower	owes	the	principal	plus	the	interest	for	the	first
year	plus	the	interest	on	interest	for	the	first	year.	The	interest	owed	when	compounding	is	higher	than	the	interest	owed	using	the	simple	interest	method.	The	interest	is	charged	monthly	on	the	principal,	including	accrued	interest	from	the	previous	months.	For	shorter	time	frames,	the	calculation	of	interest	will	be	similar	for	both	methods.	As	the
lending	time	increases,	however,	the	disparity	between	the	two	types	of	interest	calculations	grows.	Using	the	example	above,	at	the	end	of	30	years,	the	total	owed	in	interest	is	almost	$673,019	on	a	$300,000	loan	with	a	4%	interest	rate.	The	following	formula	can	be	used	to	calculate	compound	interest:	Compound	interest	=	p	x	[(1	+	interest	rate)n
−	1]where:p	=	principaln	=	number	of	compounding	periods​	Let's	look	at	another	example.	Jayati	takes	out	a	three-year	loan	of	$10,000	at	an	interest	rate	of	5%,	which	compounds	annually.	In	the	end,	as	worked	out	in	the	calculation	below,	she	pays	$1,576.25	in	interest	on	the	loan:	$10,000	[(1	+	0.05)3	–	1]	=	$10,000	[1.157625	–	1]	=	$1,576.25
When	you	save	money	using	a	savings	account,	compound	interest	is	favorable.	The	interest	earned	on	these	accounts	is	compounded	and	serves	as	compensation	to	the	account	holder	for	allowing	the	bank	to	use	the	deposited	funds.	If,	for	example,	you	deposit	$500,000	into	a	high-yield	savings	account,	the	bank	can	take	$300,000	of	these	funds	to
use	as	a	mortgage	loan.	To	compensate	you,	the	bank	pays	5%	interest	into	the	account	annually.	So,	while	the	bank	is	taking	8%	from	the	borrower,	it	is	giving	5%	to	you,	the	account	holder,	netting	it	3%	in	interest.	In	effect,	savers	lend	the	bank	money	which,	in	turn,	provides	funds	to	borrowers	in	return	for	interest.	Interest	rates	on	consumer
loans	are	typically	quoted	as	the	annual	percentage	rate	(APR).	This	is	the	rate	of	return	that	lenders	demand	for	the	ability	to	borrow	their	money.	For	example,	the	interest	rate	on	credit	cards	is	quoted	as	an	APR.	In	our	example	above,	4%	is	the	APR	for	the	mortgage.	The	APR	does	not	consider	compounded	interest	for	the	year.	The	annual
percentage	yield	(APY)	is	the	interest	rate	that	is	earned	at	a	bank	or	credit	union	from	a	savings	account	or	CD.	This	interest	rate	takes	compounding	into	account.	The	interest	rate	charged	by	banks	is	determined	by	a	number	of	factors,	including	the	state	of	the	economy.	A	country's	central	bank	(e.g.,	the	Federal	Reserve	in	the	U.S.)	sets	the
interest	rate,	which	each	bank	uses	to	determine	the	APR	range	they	offer.	When	the	central	bank	sets	interest	rates	at	a	high	level,	the	cost	of	debt	rises.	When	the	cost	of	debt	is	high,	it	discourages	people	from	borrowing	and	slows	consumer	demand.	Interest	rates	tend	to	rise	with	inflation.	In	a	high-interest-rate	economy,	businesses	have	limited
access	to	capital	funding	through	debt,	which	can	lead	to	economic	contraction.	Economies	are	often	stimulated	during	periods	of	low	interest	rates	because	borrowers	have	access	to	loans	at	inexpensive	rates.	Since	interest	rates	on	savings	are	low,	businesses	and	individuals	are	more	likely	to	spend	and	purchase	riskier	investment	vehicles	such	as
stocks.	This	spending	fuels	the	economy	and	provides	an	injection	to	capital	markets	leading	to	economic	expansion.	While	governments	prefer	lower	interest	rates,	they	eventually	lead	to	market	disequilibrium	where	demand	exceeds	supply,	causing	inflation.	When	inflation	occurs,	interest	rates	increase,	which	may	relate	to	Walras'	law.	The
average	interest	rate	on	a	30-year	fixed-rate	mortgage	in	February	2025.	This	was	slightly	down	from	6.90%	a	year	earlier.	There	is	evidence	that	suggests	that	white	people	get	approved	more	often	for	mortgages.	Data	reported	under	the	Home	Mortgage	Disclosure	Act,	the	most	comprehensive	publicly-available	information	on	mortgage	market
activity,	showed	that	Black,	Hispanic,	and	Asian	applicants	were	denied	conventional	mortgage	loans	in	2023	17.1%,	12.1%,	and	9.7%	of	the	time,	respectively.	The	denial	rate	for	white	applicants,	on	the	other	hand,	was	lower	at	6.8%.	Evidence	of	interest	rate	discrimination	with	mortgages	has	been	confirmed	by	other	sources,	including	Harvard
University	and	the	Urban	Institute,	which	found	in	2022	that	the	average	Black	homeowner	gets	charged	an	interest	rate	that	is	33	basis	points	higher	than	the	average	white	homeowner,	and	pays	about	$250	more	per	year	in	interest.	Not	everybody	agrees	with	these	findings.	A	study	by	economists	at	the	Federal	Reserve	Board	concluded	that	no
racial	group	gets	preferential	treatment,	leading	its	authors	to	speculate	that	reporting	of	disparities	elsewhere	may	be	due	to	many	Black	and	Hispanic	borrowers	tending	to	choose	slightly	higher	interest	rates	in	return	for	lower	up-front	costs.	The	Federal	Reserve	Board	believes	discrimination	is	improving	and	credits	this,	in	part,	to	a	rise	in
automated	underwriting	and	stricter	enforcement	of	the	Fair	Housing	Act	and	the	Equal	Credit	Opportunity	Act.	Interest	rates	are	a	function	of	the	risk	of	default	and	the	opportunity	cost.	Longer	loans	and	debts	are	inherently	more	risky,	as	there	is	more	time	for	the	borrower	to	default.	The	same	time,	the	opportunity	cost	is	also	larger	over	longer
time	periods,	as	the	principal	is	tied	up	and	cannot	be	used	for	any	other	purpose.	The	Federal	Reserve,	along	with	other	central	banks	around	the	world,	uses	interest	rates	as	a	monetary	policy	tool.	By	increasing	the	cost	of	borrowing	among	commercial	banks,	the	central	bank	can	influence	many	other	interest	rates,	such	as	those	for	personal
loans,	business	loans,	and	mortgages.	This	makes	borrowing	more	expensive	in	general,	lowering	the	demand	for	money	and	cooling	off	a	hot	economy.	Lowering	interest	rates,	on	the	other	hand,	makes	money	easier	to	borrow,	stimulating	spending	and	investment.	A	bond	is	a	debt	instrument	that	typically	pays	a	fixed	rate	of	interest	over	its
lifetime.	Say	that	prevailing	interest	rates	are	5%.	If	a	bond	is	priced	at	par	=	$1,000	and	has	an	interest	rate	(coupon)	of	5%,	it	will	pay	bondholders	$50	a	year.	If	interest	rates	rise	to	10%,	new	bonds	issued	will	pay	double—i.e.,	$100	per	$1,000	in	face	value.	An	existing	bond	that	only	pays	$50	will	have	to	sell	at	a	steep	discount	in	order	for
somebody	to	want	to	buy	it.	Likewise,	if	interest	rates	drop	to	1%,	new	bonds	will	only	pay	$10	per	$1,000	in	face	value.	Hence,	a	bond	that	pays	$50	will	be	in	high	demand	and	its	price	will	be	bid	up	quite	high.	An	interest	rate	is	the	cost	of	debt	for	the	borrower	and	the	rate	of	return	for	the	lender.	When	you	take	out	a	loan,	you	are	expected	to	pay
the	entity	lending	you	money	something	extra	as	compensation.	Likewise,	if	you	deposit	money	in	a	savings	account,	the	financial	institution	may	reward	you	because	it	can	use	part	of	this	money	to	make	more	loans	to	its	customers.	These	charges	or	payments	are	called	interest	and	are	applied	at	a	specified	rate.	Find	out	what	interest	rate,	effective
rate,	APY	or	APR	you're	receiving	on	your	credit	card,	loan,	mortgage,	savings	or	investment	using	this	interest	rate	calculator.	Note	that	interest	is	compounded	monthly.	Use	our	interest	rate	calculator	to	work	out	the	interest	rate	you're	receiving	on	credit	cards,	loans,	mortgages	or	savings.	An	interest	rate	is	a	percentage	that	is	charged	by	a
lender	to	a	borrower	for	an	amount	of	money.	This	translates	as	a	cost	of	borrowing.	You	may	be	borrowing	the	money	from	someone	(loan)	or	lending	it	to	them	(savings	or	investment).For	common	types	of	savings	accounts	and	investments,	you	may	be	earning	compound	interest	on	your	balance.	This	means	that	interest	is	calculated	based	upon
your	initial	principal	plus	the	interest	already	earned.When	calculating	the	interest	rate	you're	receiving,	you	therefore	have	to	compound	the	nominal	interest	rate	to	find	an	effective	rate	that	includes	the	compounding.	Of	course,	there	may	be	some	occasions	where	you	may	be	loaning	money,	or	receiving	money,	on	the	basis	of	a	simple	interest
investment,	without	compounding.	This	means	that	interest	is	only	calculated	on	the	balance,	not	on	the	previously	acrued	interest.What	interest	rate	am	I	paying	on	my	loan?Calculating	the	interest	rate	you're	receiving	on	your	credit	card	or	loan	requires	a	series	of	calculations	involving	your	initial	loan	amount,	number	of	payments	made	and	either
the	monthly	payment	or	interest	paid.Our	calculator	uses	the	Newton-Raphson	method	to	calculate	the	interest	rates	on	loans.	This	is	a	complex	process	resulting	in	a	more	accurate	interest	rate	figure.	The	Newton-Raphson	method	chooses	a	series	of	values	to	try,	and	then	converges	on	the	answer	once	the	equation	balances.Whether	you've	taken
out	a	mortgage	or	loan,	it	can	be	difficult	to	decipher	the	interest	rate	you're	paying	on	it.	That's	where	our	calculator	steps	in,	giving	you	a	clear	indication	of	what	you	may	be	paying.	Note	that	our	interest	rate	calculator	uses	monthly	compounding.If	you'd	like	to	use	a	spreadsheet	to	calculate	your	interest,	give	this	simple	loan	calculator
spreadsheet	from	Vertex42	a	try.What	interest	rate	am	I	receiving	on	my	investment/savings?To	calculate	the	rate	of	return	on	an	investment	or	savings	balance,	we	use	an	adapted	version	of	the	compound	interest	formula	that	we've	featured	in	many	of	our	calculators.	We	enter	into	the	formula	your	current	balance,	original	principal	amount,
number	of	compounds	per	year	and	time	period	and	the	formula	gives	us	a	resulting	interest	rate.It's	worth	noting	that	we	also	have	other	options	for	investments	involving	calculation	of	future	values	and	returns.	Should	you	wish	to	work	out	the	rate	of	interest	you've	received	on	an	investment	based	upon	a	current	and	future	value,	you	can	use	our
calculator	for	compound	annual	growth	rate.	If	you're	wondering	how	much	money	you	might	stand	to	make	from	a	future	investment,	try	calculating	the	internal	rate	of	return.What	is	the	nominal	interest	rate?Nominal	interest	rate	is	the	interest	rate	figure	before	an	adjustment	for	inflation	is	taken	into	account.	The	formula	for	nominal	interest	rate
is:Nominal	interest	rate	=	n	×	(	(1	+	r)1/n	-	1)r	=	effective	interest	raten	=	number	of	compounding	periodsWhat	is	the	effective	interest	rate?The	effective	annual	rate	is	the	interest	rate	earned	on	a	loan	or	investment	over	a	time	period,	with	compounding	factored	in.	It	can	also	be	referred	to	as	the	annual	equivalent	rate	(AER)	or	APY.To	give	an
example,	a	5%	annual	interest	rate	with	monthly	compounding	would	result	in	an	effective	annual	rate	of	5.12%.	This	is	because	monthly	interest	is	effectively	accrued	on	top	of	previous	monthly	interest.	The	more	times	interest	is	compounded	within	the	time	period,	the	higher	the	effective	annual	rate	will	be.Effective	interest	rate	=	(1	+	(i/n)	)n	-	1i
=	nominal	interest	raten	=	number	of	periodsWhat	is	the	APR	for	my	loan?The	Annual	Percentage	Rate	(APR)	includes	the	setup	fee	charged	by	your	lender	as	part	of	your	overall	interest	calculation,	averaged	over	12	months.	It	can	give	an	indication	of	exactly	how	much	your	mortgage,	vehicle	loan	or	fixed	rate	loan	is	costing	you.To	learn	more
about	the	types	of	interest	rates	referenced	in	the	calculator,	read	our	article	about	the	differences	between	nominal,	effective	and	APR	interest	rates.Note:	The	interest	rate	calculator	is	provided	for	information	purposes	only.	Please	speak	to	an	independent	financial	advisor	for	any	kind	of	advice	on	loans.Related	calculatorsLoan	CalculatorRegular
Investment	CalculatorSavings	CalculatorCalculator	by	Alastair	Hazell	Find	out	what	interest	rate,	effective	rate,	APY	or	APR	you're	receiving	on	your	credit	card,	loan,	mortgage,	savings	or	investment	using	this	interest	rate	calculator.	Note	that	interest	is	compounded	monthly.	Use	our	interest	rate	calculator	to	work	out	the	interest	rate	you're
receiving	on	credit	cards,	loans,	mortgages	or	savings.	An	interest	rate	is	a	percentage	that	is	charged	by	a	lender	to	a	borrower	for	an	amount	of	money.	This	translates	as	a	cost	of	borrowing.	You	may	be	borrowing	the	money	from	someone	(loan)	or	lending	it	to	them	(savings	or	investment).For	common	types	of	savings	accounts	and	investments,
you	may	be	earning	compound	interest	on	your	balance.	This	means	that	interest	is	calculated	based	upon	your	initial	principal	plus	the	interest	already	earned.When	calculating	the	interest	rate	you're	receiving,	you	therefore	have	to	compound	the	nominal	interest	rate	to	find	an	effective	rate	that	includes	the	compounding.	Of	course,	there	may	be
some	occasions	where	you	may	be	loaning	money,	or	receiving	money,	on	the	basis	of	a	simple	interest	investment,	without	compounding.	This	means	that	interest	is	only	calculated	on	the	balance,	not	on	the	previously	acrued	interest.What	interest	rate	am	I	paying	on	my	loan?Calculating	the	interest	rate	you're	receiving	on	your	credit	card	or	loan
requires	a	series	of	calculations	involving	your	initial	loan	amount,	number	of	payments	made	and	either	the	monthly	payment	or	interest	paid.Our	calculator	uses	the	Newton-Raphson	method	to	calculate	the	interest	rates	on	loans.	This	is	a	complex	process	resulting	in	a	more	accurate	interest	rate	figure.	The	Newton-Raphson	method	chooses	a
series	of	values	to	try,	and	then	converges	on	the	answer	once	the	equation	balances.Whether	you've	taken	out	a	mortgage	or	loan,	it	can	be	difficult	to	decipher	the	interest	rate	you're	paying	on	it.	That's	where	our	calculator	steps	in,	giving	you	a	clear	indication	of	what	you	may	be	paying.	Note	that	our	interest	rate	calculator	uses	monthly
compounding.If	you'd	like	to	use	a	spreadsheet	to	calculate	your	interest,	give	this	simple	loan	calculator	spreadsheet	from	Vertex42	a	try.What	interest	rate	am	I	receiving	on	my	investment/savings?To	calculate	the	rate	of	return	on	an	investment	or	savings	balance,	we	use	an	adapted	version	of	the	compound	interest	formula	that	we've	featured	in
many	of	our	calculators.	We	enter	into	the	formula	your	current	balance,	original	principal	amount,	number	of	compounds	per	year	and	time	period	and	the	formula	gives	us	a	resulting	interest	rate.It's	worth	noting	that	we	also	have	other	options	for	investments	involving	calculation	of	future	values	and	returns.	Should	you	wish	to	work	out	the	rate
of	interest	you've	received	on	an	investment	based	upon	a	current	and	future	value,	you	can	use	our	calculator	for	compound	annual	growth	rate.	If	you're	wondering	how	much	money	you	might	stand	to	make	from	a	future	investment,	try	calculating	the	internal	rate	of	return.What	is	the	nominal	interest	rate?Nominal	interest	rate	is	the	interest	rate
figure	before	an	adjustment	for	inflation	is	taken	into	account.	The	formula	for	nominal	interest	rate	is:Nominal	interest	rate	=	n	×	(	(1	+	r)1/n	-	1)r	=	effective	interest	raten	=	number	of	compounding	periodsWhat	is	the	effective	interest	rate?The	effective	annual	rate	is	the	interest	rate	earned	on	a	loan	or	investment	over	a	time	period,	with
compounding	factored	in.	It	can	also	be	referred	to	as	the	annual	equivalent	rate	(AER)	or	APY.To	give	an	example,	a	5%	annual	interest	rate	with	monthly	compounding	would	result	in	an	effective	annual	rate	of	5.12%.	This	is	because	monthly	interest	is	effectively	accrued	on	top	of	previous	monthly	interest.	The	more	times	interest	is	compounded
within	the	time	period,	the	higher	the	effective	annual	rate	will	be.Effective	interest	rate	=	(1	+	(i/n)	)n	-	1i	=	nominal	interest	raten	=	number	of	periodsWhat	is	the	APR	for	my	loan?The	Annual	Percentage	Rate	(APR)	includes	the	setup	fee	charged	by	your	lender	as	part	of	your	overall	interest	calculation,	averaged	over	12	months.	It	can	give	an
indication	of	exactly	how	much	your	mortgage,	vehicle	loan	or	fixed	rate	loan	is	costing	you.To	learn	more	about	the	types	of	interest	rates	referenced	in	the	calculator,	read	our	article	about	the	differences	between	nominal,	effective	and	APR	interest	rates.Note:	The	interest	rate	calculator	is	provided	for	information	purposes	only.	Please	speak	to	an
independent	financial	advisor	for	any	kind	of	advice	on	loans.Related	calculatorsLoan	CalculatorRegular	Investment	CalculatorSavings	CalculatorCalculator	by	Alastair	Hazell	Find	out	what	interest	rate,	effective	rate,	APY	or	APR	you're	receiving	on	your	credit	card,	loan,	mortgage,	savings	or	investment	using	this	interest	rate	calculator.	Note	that
interest	is	compounded	monthly.	Use	our	interest	rate	calculator	to	work	out	the	interest	rate	you're	receiving	on	credit	cards,	loans,	mortgages	or	savings.	An	interest	rate	is	a	percentage	that	is	charged	by	a	lender	to	a	borrower	for	an	amount	of	money.	This	translates	as	a	cost	of	borrowing.	You	may	be	borrowing	the	money	from	someone	(loan)	or
lending	it	to	them	(savings	or	investment).For	common	types	of	savings	accounts	and	investments,	you	may	be	earning	compound	interest	on	your	balance.	This	means	that	interest	is	calculated	based	upon	your	initial	principal	plus	the	interest	already	earned.When	calculating	the	interest	rate	you're	receiving,	you	therefore	have	to	compound	the
nominal	interest	rate	to	find	an	effective	rate	that	includes	the	compounding.	Of	course,	there	may	be	some	occasions	where	you	may	be	loaning	money,	or	receiving	money,	on	the	basis	of	a	simple	interest	investment,	without	compounding.	This	means	that	interest	is	only	calculated	on	the	balance,	not	on	the	previously	acrued	interest.What	interest
rate	am	I	paying	on	my	loan?Calculating	the	interest	rate	you're	receiving	on	your	credit	card	or	loan	requires	a	series	of	calculations	involving	your	initial	loan	amount,	number	of	payments	made	and	either	the	monthly	payment	or	interest	paid.Our	calculator	uses	the	Newton-Raphson	method	to	calculate	the	interest	rates	on	loans.	This	is	a	complex
process	resulting	in	a	more	accurate	interest	rate	figure.	The	Newton-Raphson	method	chooses	a	series	of	values	to	try,	and	then	converges	on	the	answer	once	the	equation	balances.Whether	you've	taken	out	a	mortgage	or	loan,	it	can	be	difficult	to	decipher	the	interest	rate	you're	paying	on	it.	That's	where	our	calculator	steps	in,	giving	you	a	clear
indication	of	what	you	may	be	paying.	Note	that	our	interest	rate	calculator	uses	monthly	compounding.If	you'd	like	to	use	a	spreadsheet	to	calculate	your	interest,	give	this	simple	loan	calculator	spreadsheet	from	Vertex42	a	try.What	interest	rate	am	I	receiving	on	my	investment/savings?To	calculate	the	rate	of	return	on	an	investment	or	savings
balance,	we	use	an	adapted	version	of	the	compound	interest	formula	that	we've	featured	in	many	of	our	calculators.	We	enter	into	the	formula	your	current	balance,	original	principal	amount,	number	of	compounds	per	year	and	time	period	and	the	formula	gives	us	a	resulting	interest	rate.It's	worth	noting	that	we	also	have	other	options	for
investments	involving	calculation	of	future	values	and	returns.	Should	you	wish	to	work	out	the	rate	of	interest	you've	received	on	an	investment	based	upon	a	current	and	future	value,	you	can	use	our	calculator	for	compound	annual	growth	rate.	If	you're	wondering	how	much	money	you	might	stand	to	make	from	a	future	investment,	try	calculating
the	internal	rate	of	return.What	is	the	nominal	interest	rate?Nominal	interest	rate	is	the	interest	rate	figure	before	an	adjustment	for	inflation	is	taken	into	account.	The	formula	for	nominal	interest	rate	is:Nominal	interest	rate	=	n	×	(	(1	+	r)1/n	-	1)r	=	effective	interest	raten	=	number	of	compounding	periodsWhat	is	the	effective	interest	rate?The
effective	annual	rate	is	the	interest	rate	earned	on	a	loan	or	investment	over	a	time	period,	with	compounding	factored	in.	It	can	also	be	referred	to	as	the	annual	equivalent	rate	(AER)	or	APY.To	give	an	example,	a	5%	annual	interest	rate	with	monthly	compounding	would	result	in	an	effective	annual	rate	of	5.12%.	This	is	because	monthly	interest	is
effectively	accrued	on	top	of	previous	monthly	interest.	The	more	times	interest	is	compounded	within	the	time	period,	the	higher	the	effective	annual	rate	will	be.Effective	interest	rate	=	(1	+	(i/n)	)n	-	1i	=	nominal	interest	raten	=	number	of	periodsWhat	is	the	APR	for	my	loan?The	Annual	Percentage	Rate	(APR)	includes	the	setup	fee	charged	by
your	lender	as	part	of	your	overall	interest	calculation,	averaged	over	12	months.	It	can	give	an	indication	of	exactly	how	much	your	mortgage,	vehicle	loan	or	fixed	rate	loan	is	costing	you.To	learn	more	about	the	types	of	interest	rates	referenced	in	the	calculator,	read	our	article	about	the	differences	between	nominal,	effective	and	APR	interest
rates.Note:	The	interest	rate	calculator	is	provided	for	information	purposes	only.	Please	speak	to	an	independent	financial	advisor	for	any	kind	of	advice	on	loans.Related	calculatorsLoan	CalculatorRegular	Investment	CalculatorSavings	CalculatorCalculator	by	Alastair	Hazell	Find	out	what	interest	rate,	effective	rate,	APY	or	APR	you're	receiving	on
your	credit	card,	loan,	mortgage,	savings	or	investment	using	this	interest	rate	calculator.	Note	that	interest	is	compounded	monthly.	Use	our	interest	rate	calculator	to	work	out	the	interest	rate	you're	receiving	on	credit	cards,	loans,	mortgages	or	savings.	An	interest	rate	is	a	percentage	that	is	charged	by	a	lender	to	a	borrower	for	an	amount	of
money.	This	translates	as	a	cost	of	borrowing.	You	may	be	borrowing	the	money	from	someone	(loan)	or	lending	it	to	them	(savings	or	investment).For	common	types	of	savings	accounts	and	investments,	you	may	be	earning	compound	interest	on	your	balance.	This	means	that	interest	is	calculated	based	upon	your	initial	principal	plus	the	interest
already	earned.When	calculating	the	interest	rate	you're	receiving,	you	therefore	have	to	compound	the	nominal	interest	rate	to	find	an	effective	rate	that	includes	the	compounding.	Of	course,	there	may	be	some	occasions	where	you	may	be	loaning	money,	or	receiving	money,	on	the	basis	of	a	simple	interest	investment,	without	compounding.	This
means	that	interest	is	only	calculated	on	the	balance,	not	on	the	previously	acrued	interest.What	interest	rate	am	I	paying	on	my	loan?Calculating	the	interest	rate	you're	receiving	on	your	credit	card	or	loan	requires	a	series	of	calculations	involving	your	initial	loan	amount,	number	of	payments	made	and	either	the	monthly	payment	or	interest
paid.Our	calculator	uses	the	Newton-Raphson	method	to	calculate	the	interest	rates	on	loans.	This	is	a	complex	process	resulting	in	a	more	accurate	interest	rate	figure.	The	Newton-Raphson	method	chooses	a	series	of	values	to	try,	and	then	converges	on	the	answer	once	the	equation	balances.Whether	you've	taken	out	a	mortgage	or	loan,	it	can	be
difficult	to	decipher	the	interest	rate	you're	paying	on	it.	That's	where	our	calculator	steps	in,	giving	you	a	clear	indication	of	what	you	may	be	paying.	Note	that	our	interest	rate	calculator	uses	monthly	compounding.If	you'd	like	to	use	a	spreadsheet	to	calculate	your	interest,	give	this	simple	loan	calculator	spreadsheet	from	Vertex42	a	try.What
interest	rate	am	I	receiving	on	my	investment/savings?To	calculate	the	rate	of	return	on	an	investment	or	savings	balance,	we	use	an	adapted	version	of	the	compound	interest	formula	that	we've	featured	in	many	of	our	calculators.	We	enter	into	the	formula	your	current	balance,	original	principal	amount,	number	of	compounds	per	year	and	time
period	and	the	formula	gives	us	a	resulting	interest	rate.It's	worth	noting	that	we	also	have	other	options	for	investments	involving	calculation	of	future	values	and	returns.	Should	you	wish	to	work	out	the	rate	of	interest	you've	received	on	an	investment	based	upon	a	current	and	future	value,	you	can	use	our	calculator	for	compound	annual	growth
rate.	If	you're	wondering	how	much	money	you	might	stand	to	make	from	a	future	investment,	try	calculating	the	internal	rate	of	return.What	is	the	nominal	interest	rate?Nominal	interest	rate	is	the	interest	rate	figure	before	an	adjustment	for	inflation	is	taken	into	account.	The	formula	for	nominal	interest	rate	is:Nominal	interest	rate	=	n	×	(	(1	+
r)1/n	-	1)r	=	effective	interest	raten	=	number	of	compounding	periodsWhat	is	the	effective	interest	rate?The	effective	annual	rate	is	the	interest	rate	earned	on	a	loan	or	investment	over	a	time	period,	with	compounding	factored	in.	It	can	also	be	referred	to	as	the	annual	equivalent	rate	(AER)	or	APY.To	give	an	example,	a	5%	annual	interest	rate
with	monthly	compounding	would	result	in	an	effective	annual	rate	of	5.12%.	This	is	because	monthly	interest	is	effectively	accrued	on	top	of	previous	monthly	interest.	The	more	times	interest	is	compounded	within	the	time	period,	the	higher	the	effective	annual	rate	will	be.Effective	interest	rate	=	(1	+	(i/n)	)n	-	1i	=	nominal	interest	raten	=	number
of	periodsWhat	is	the	APR	for	my	loan?The	Annual	Percentage	Rate	(APR)	includes	the	setup	fee	charged	by	your	lender	as	part	of	your	overall	interest	calculation,	averaged	over	12	months.	It	can	give	an	indication	of	exactly	how	much	your	mortgage,	vehicle	loan	or	fixed	rate	loan	is	costing	you.To	learn	more	about	the	types	of	interest	rates
referenced	in	the	calculator,	read	our	article	about	the	differences	between	nominal,	effective	and	APR	interest	rates.Note:	The	interest	rate	calculator	is	provided	for	information	purposes	only.	Please	speak	to	an	independent	financial	advisor	for	any	kind	of	advice	on	loans.Related	calculatorsLoan	CalculatorRegular	Investment	CalculatorSavings
CalculatorCalculator	by	Alastair	Hazell	Find	out	what	interest	rate,	effective	rate,	APY	or	APR	you're	receiving	on	your	credit	card,	loan,	mortgage,	savings	or	investment	using	this	interest	rate	calculator.	Note	that	interest	is	compounded	monthly.	Use	our	interest	rate	calculator	to	work	out	the	interest	rate	you're	receiving	on	credit	cards,	loans,
mortgages	or	savings.	An	interest	rate	is	a	percentage	that	is	charged	by	a	lender	to	a	borrower	for	an	amount	of	money.	This	translates	as	a	cost	of	borrowing.	You	may	be	borrowing	the	money	from	someone	(loan)	or	lending	it	to	them	(savings	or	investment).For	common	types	of	savings	accounts	and	investments,	you	may	be	earning	compound
interest	on	your	balance.	This	means	that	interest	is	calculated	based	upon	your	initial	principal	plus	the	interest	already	earned.When	calculating	the	interest	rate	you're	receiving,	you	therefore	have	to	compound	the	nominal	interest	rate	to	find	an	effective	rate	that	includes	the	compounding.	Of	course,	there	may	be	some	occasions	where	you	may
be	loaning	money,	or	receiving	money,	on	the	basis	of	a	simple	interest	investment,	without	compounding.	This	means	that	interest	is	only	calculated	on	the	balance,	not	on	the	previously	acrued	interest.What	interest	rate	am	I	paying	on	my	loan?Calculating	the	interest	rate	you're	receiving	on	your	credit	card	or	loan	requires	a	series	of	calculations
involving	your	initial	loan	amount,	number	of	payments	made	and	either	the	monthly	payment	or	interest	paid.Our	calculator	uses	the	Newton-Raphson	method	to	calculate	the	interest	rates	on	loans.	This	is	a	complex	process	resulting	in	a	more	accurate	interest	rate	figure.	The	Newton-Raphson	method	chooses	a	series	of	values	to	try,	and	then
converges	on	the	answer	once	the	equation	balances.Whether	you've	taken	out	a	mortgage	or	loan,	it	can	be	difficult	to	decipher	the	interest	rate	you're	paying	on	it.	That's	where	our	calculator	steps	in,	giving	you	a	clear	indication	of	what	you	may	be	paying.	Note	that	our	interest	rate	calculator	uses	monthly	compounding.If	you'd	like	to	use	a
spreadsheet	to	calculate	your	interest,	give	this	simple	loan	calculator	spreadsheet	from	Vertex42	a	try.What	interest	rate	am	I	receiving	on	my	investment/savings?To	calculate	the	rate	of	return	on	an	investment	or	savings	balance,	we	use	an	adapted	version	of	the	compound	interest	formula	that	we've	featured	in	many	of	our	calculators.	We	enter
into	the	formula	your	current	balance,	original	principal	amount,	number	of	compounds	per	year	and	time	period	and	the	formula	gives	us	a	resulting	interest	rate.It's	worth	noting	that	we	also	have	other	options	for	investments	involving	calculation	of	future	values	and	returns.	Should	you	wish	to	work	out	the	rate	of	interest	you've	received	on	an
investment	based	upon	a	current	and	future	value,	you	can	use	our	calculator	for	compound	annual	growth	rate.	If	you're	wondering	how	much	money	you	might	stand	to	make	from	a	future	investment,	try	calculating	the	internal	rate	of	return.What	is	the	nominal	interest	rate?Nominal	interest	rate	is	the	interest	rate	figure	before	an	adjustment	for
inflation	is	taken	into	account.	The	formula	for	nominal	interest	rate	is:Nominal	interest	rate	=	n	×	(	(1	+	r)1/n	-	1)r	=	effective	interest	raten	=	number	of	compounding	periodsWhat	is	the	effective	interest	rate?The	effective	annual	rate	is	the	interest	rate	earned	on	a	loan	or	investment	over	a	time	period,	with	compounding	factored	in.	It	can	also	be
referred	to	as	the	annual	equivalent	rate	(AER)	or	APY.To	give	an	example,	a	5%	annual	interest	rate	with	monthly	compounding	would	result	in	an	effective	annual	rate	of	5.12%.	This	is	because	monthly	interest	is	effectively	accrued	on	top	of	previous	monthly	interest.	The	more	times	interest	is	compounded	within	the	time	period,	the	higher	the
effective	annual	rate	will	be.Effective	interest	rate	=	(1	+	(i/n)	)n	-	1i	=	nominal	interest	raten	=	number	of	periodsWhat	is	the	APR	for	my	loan?The	Annual	Percentage	Rate	(APR)	includes	the	setup	fee	charged	by	your	lender	as	part	of	your	overall	interest	calculation,	averaged	over	12	months.	It	can	give	an	indication	of	exactly	how	much	your
mortgage,	vehicle	loan	or	fixed	rate	loan	is	costing	you.To	learn	more	about	the	types	of	interest	rates	referenced	in	the	calculator,	read	our	article	about	the	differences	between	nominal,	effective	and	APR	interest	rates.Note:	The	interest	rate	calculator	is	provided	for	information	purposes	only.	Please	speak	to	an	independent	financial	advisor	for
any	kind	of	advice	on	loans.Related	calculatorsLoan	CalculatorRegular	Investment	CalculatorSavings	CalculatorCalculator	by	Alastair	Hazell	Top	CDs	Today,	May	29,	2025	-	Lock	In	a	Guaranteed	4.65%	Rate	Until	Almost	December	May	29,	2025	Costco	FY	2025	Q3	Financial	Results:	Revenue	Edges	Past	Street	Estimates	Updated	May	29,	2025	S&P
500	Gains	&	Losses	Today:	HP,	Best	Buy	Stocks	Drop	as	Tariffs	Weigh	On	Outlook	May	29,	2025	These	Tariffs	Are	Still	in	Place	After	Wednesday's	Court	Ruling	Updated	May	29,	2025	Tariff	Tracker:	Where	Do	President	Trump's	Trade	Proposals	Stand?	Updated	May	29,	2025	Economy	Shrank	Less	Than	Previously	Thought	in	First	Quarter	May	29,
2025	Burlington	CEO	Sees	'Challenges	and	Opportunities'	Ahead	for	Off-Price	Retail	May	29,	2025	Just	in	Time	for	Spring,	a	Slight	Decline	in	Home	Prices	May	29,	2025	What	Analysts	Think	of	Costco	Stock	Ahead	of	Earnings	Updated	May	29,	2025	Today's	Lowest	Refinance	Rates	by	State	-	May	29,	2025	May	29,	2025	Today's	Lowest	Mortgage
Rates	by	State	-	May	29,	2025	May	29,	2025	Home	Equity	Rates	Mortgage	Rates	$37,000	Loan	Calculator	is	used	to	calculate	the	interest	and	monthly	payment	for	a	$37K	loan.	Loan	Amount:	$37,000.00	Monthly	Payment:	$607.54	Total	#	Of	Payments:	72	Start	Date:	May,	2025	Payoff	Date:	Apr,	2031	Total	Interest	Paid:	$6,742.63	Total	Payment:
$43,742.63	Payment	Date	Payment	#	Interest	Paid	Principal	Paid	Total	Payment	Remaining	Balance	May,	2025	1	$174.98	$432.56	$607.54	$36,567.44	Jun,	2025	2	$172.93	$434.60	$607.54	$36,132.84	Jul,	2025	3	$170.88	$436.66	$607.54	$35,696.18	Aug,	2025	4	$168.81	$438.72	$607.54	$35,257.46	Sep,	2025	5	$166.74	$440.80	$607.54	$34,816.66
Oct,	2025	6	$164.65	$442.88	$607.54	$34,373.78	Nov,	2025	7	$162.56	$444.98	$607.54	$33,928.80	Dec,	2025	8	$160.45	$447.08	$607.54	$33,481.72	Jan,	2026	9	$158.34	$449.20	$607.54	$33,032.52	Feb,	2026	10	$156.22	$451.32	$607.54	$32,581.20	Mar,	2026	11	$154.08	$453.45	$607.54	$32,127.75	Apr,	2026	12	$151.94	$455.60	$607.54
$31,672.15	May,	2026	13	$149.78	$457.75	$607.54	$31,214.40	Jun,	2026	14	$147.62	$459.92	$607.54	$30,754.48	Jul,	2026	15	$145.44	$462.09	$607.54	$30,292.38	Aug,	2026	16	$143.26	$464.28	$607.54	$29,828.10	Sep,	2026	17	$141.06	$466.47	$607.54	$29,361.63	Oct,	2026	18	$138.86	$468.68	$607.54	$28,892.95	Nov,	2026	19	$136.64	$470.90
$607.54	$28,422.05	Dec,	2026	20	$134.41	$473.12	$607.54	$27,948.93	Jan,	2027	21	$132.18	$475.36	$607.54	$27,473.57	Feb,	2027	22	$129.93	$477.61	$607.54	$26,995.96	Mar,	2027	23	$127.67	$479.87	$607.54	$26,516.09	Apr,	2027	24	$125.40	$482.14	$607.54	$26,033.95	May,	2027	25	$123.12	$484.42	$607.54	$25,549.54	Jun,	2027	26
$120.83	$486.71	$607.54	$25,062.83	Jul,	2027	27	$118.53	$489.01	$607.54	$24,573.82	Aug,	2027	28	$116.21	$491.32	$607.54	$24,082.49	Sep,	2027	29	$113.89	$493.65	$607.54	$23,588.85	Oct,	2027	30	$111.56	$495.98	$607.54	$23,092.87	Nov,	2027	31	$109.21	$498.33	$607.54	$22,594.54	Dec,	2027	32	$106.85	$500.68	$607.54	$22,093.86	Jan,
2028	33	$104.49	$503.05	$607.54	$21,590.81	Feb,	2028	34	$102.11	$505.43	$607.54	$21,085.38	Mar,	2028	35	$99.72	$507.82	$607.54	$20,577.56	Apr,	2028	36	$97.31	$510.22	$607.54	$20,067.33	May,	2028	37	$94.90	$512.63	$607.54	$19,554.70	Jun,	2028	38	$92.48	$515.06	$607.54	$19,039.64	Jul,	2028	39	$90.04	$517.49	$607.54	$18,522.15
Aug,	2028	40	$87.59	$519.94	$607.54	$18,002.20	Sep,	2028	41	$85.14	$522.40	$607.54	$17,479.80	Oct,	2028	42	$82.66	$524.87	$607.54	$16,954.93	Nov,	2028	43	$80.18	$527.35	$607.54	$16,427.58	Dec,	2028	44	$77.69	$529.85	$607.54	$15,897.73	Jan,	2029	45	$75.18	$532.35	$607.54	$15,365.38	Feb,	2029	46	$72.67	$534.87	$607.54
$14,830.50	Mar,	2029	47	$70.14	$537.40	$607.54	$14,293.10	Apr,	2029	48	$67.59	$539.94	$607.54	$13,753.16	May,	2029	49	$65.04	$542.50	$607.54	$13,210.67	Jun,	2029	50	$62.48	$545.06	$607.54	$12,665.61	Jul,	2029	51	$59.90	$547.64	$607.54	$12,117.97	Aug,	2029	52	$57.31	$550.23	$607.54	$11,567.74	Sep,	2029	53	$54.71	$552.83
$607.54	$11,014.91	Oct,	2029	54	$52.09	$555.45	$607.54	$10,459.46	Nov,	2029	55	$49.46	$558.07	$607.54	$9,901.39	Dec,	2029	56	$46.83	$560.71	$607.54	$9,340.68	Jan,	2030	57	$44.17	$563.36	$607.54	$8,777.32	Feb,	2030	58	$41.51	$566.03	$607.54	$8,211.29	Mar,	2030	59	$38.83	$568.70	$607.54	$7,642.59	Apr,	2030	60	$36.14	$571.39
$607.54	$7,071.19	May,	2030	61	$33.44	$574.10	$607.54	$6,497.10	Jun,	2030	62	$30.73	$576.81	$607.54	$5,920.29	Jul,	2030	63	$28.00	$579.54	$607.54	$5,340.75	Aug,	2030	64	$25.26	$582.28	$607.54	$4,758.47	Sep,	2030	65	$22.50	$585.03	$607.54	$4,173.44	Oct,	2030	66	$19.74	$587.80	$607.54	$3,585.64	Nov,	2030	67	$16.96	$590.58	$607.54
$2,995.06	Dec,	2030	68	$14.16	$593.37	$607.54	$2,401.68	Jan,	2031	69	$11.36	$596.18	$607.54	$1,805.51	Feb,	2031	70	$8.54	$599.00	$607.54	$1,206.51	Mar,	2031	71	$5.71	$601.83	$607.54	$604.68	Apr,	2031	72	$2.86	$604.68	$607.54	$0.00	The	monthly	payment	on	a	$37,000	loan	is	around	$401.55	to	$706.74	with	interest	rate	of	5.5%.	The
monthly	payment	for	loans	varies	depending	on	the	interest	rate	and	the	loan	payoff	terms.	For	example,	the	monthly	payment	for	a	10	year	term	loan	with	a	5.5%	interest	rate	is	$401.55	and	the	monthly	payment	for	a	5	year	term	loan	with	the	same	interest	rate	is	$706.74.	Loan	Amount	Interest	Rate	Terms	Monthly	Payment	$37,000	4%	1	year
$3,150.55	$37,000	4.25%	1	year	$3,154.77	$37,000	4.5%	1	year	$3,159.01	$37,000	4.75%	1	year	$3,163.24	$37,000	5%	1	year	$3,167.48	$37,000	5.25%	1	year	$3,171.72	$37,000	5.5%	1	year	$3,175.96	$37,000	5.75%	1	year	$3,180.21	$37,000	6%	1	year	$3,184.46	$37,000	6.25%	1	year	$3,188.71	$37,000	6.5%	1	year	$3,192.97	$37,000	6.75%	1
year	$3,197.23	$37,000	7%	1	year	$3,201.49	$37,000	7.25%	1	year	$3,205.76	$37,000	7.5%	1	year	$3,210.02	$37,000	7.75%	1	year	$3,214.30	$37,000	8%	1	year	$3,218.57	$37,000	8.25%	1	year	$3,222.85	$37,000	8.5%	1	year	$3,227.13	$37,000	8.75%	1	year	$3,231.42	$37,000	9%	1	year	$3,235.70	$37,000	9.25%	1	year	$3,240.00	$37,000	9.5%	1
year	$3,244.29	$37,000	9.75%	1	year	$3,248.59	$37,000	10%	1	year	$3,252.89	$37,000	4%	2	years	$1,606.72	$37,000	4.25%	2	years	$1,610.84	$37,000	4.5%	2	years	$1,614.97	$37,000	4.75%	2	years	$1,619.10	$37,000	5%	2	years	$1,623.24	$37,000	5.25%	2	years	$1,627.39	$37,000	5.5%	2	years	$1,631.54	$37,000	5.75%	2	years	$1,635.70	$37,000
6%	2	years	$1,639.86	$37,000	6.25%	2	years	$1,644.03	$37,000	6.5%	2	years	$1,648.21	$37,000	6.75%	2	years	$1,652.40	$37,000	7%	2	years	$1,656.59	$37,000	7.25%	2	years	$1,660.78	$37,000	7.5%	2	years	$1,664.98	$37,000	7.75%	2	years	$1,669.19	$37,000	8%	2	years	$1,673.41	$37,000	8.25%	2	years	$1,677.63	$37,000	8.5%	2	years	$1,681.86
$37,000	8.75%	2	years	$1,686.09	$37,000	9%	2	years	$1,690.34	$37,000	9.25%	2	years	$1,694.58	$37,000	9.5%	2	years	$1,698.84	$37,000	9.75%	2	years	$1,703.10	$37,000	10%	2	years	$1,707.36	$37,000	4%	3	years	$1,092.39	$37,000	4.25%	3	years	$1,096.51	$37,000	4.5%	3	years	$1,100.64	$37,000	4.75%	3	years	$1,104.77	$37,000	5%	3	years
$1,108.92	$37,000	5.25%	3	years	$1,113.08	$37,000	5.5%	3	years	$1,117.25	$37,000	5.75%	3	years	$1,121.43	$37,000	6%	3	years	$1,125.61	$37,000	6.25%	3	years	$1,129.81	$37,000	6.5%	3	years	$1,134.01	$37,000	6.75%	3	years	$1,138.23	$37,000	7%	3	years	$1,142.45	$37,000	7.25%	3	years	$1,146.69	$37,000	7.5%	3	years	$1,150.93	$37,000
7.75%	3	years	$1,155.18	$37,000	8%	3	years	$1,159.45	$37,000	8.25%	3	years	$1,163.72	$37,000	8.5%	3	years	$1,168.00	$37,000	8.75%	3	years	$1,172.29	$37,000	9%	3	years	$1,176.59	$37,000	9.25%	3	years	$1,180.90	$37,000	9.5%	3	years	$1,185.22	$37,000	9.75%	3	years	$1,189.55	$37,000	10%	3	years	$1,193.89	$37,000	4%	4	years	$835.43
$37,000	4.25%	4	years	$839.57	$37,000	4.5%	4	years	$843.73	$37,000	4.75%	4	years	$847.90	$37,000	5%	4	years	$852.08	$37,000	5.25%	4	years	$856.28	$37,000	5.5%	4	years	$860.49	$37,000	5.75%	4	years	$864.71	$37,000	6%	4	years	$868.95	$37,000	6.25%	4	years	$873.19	$37,000	6.5%	4	years	$877.45	$37,000	6.75%	4	years	$881.73	$37,000
7%	4	years	$886.01	$37,000	7.25%	4	years	$890.31	$37,000	7.5%	4	years	$894.62	$37,000	7.75%	4	years	$898.94	$37,000	8%	4	years	$903.28	$37,000	8.25%	4	years	$907.63	$37,000	8.5%	4	years	$911.99	$37,000	8.75%	4	years	$916.36	$37,000	9%	4	years	$920.75	$37,000	9.25%	4	years	$925.15	$37,000	9.5%	4	years	$929.56	$37,000	9.75%	4
years	$933.98	$37,000	10%	4	years	$938.42	$37,000	4%	5	years	$681.41	$37,000	4.25%	5	years	$685.59	$37,000	4.5%	5	years	$689.79	$37,000	4.75%	5	years	$694.01	$37,000	5%	5	years	$698.24	$37,000	5.25%	5	years	$702.48	$37,000	5.5%	5	years	$706.74	$37,000	5.75%	5	years	$711.02	$37,000	6%	5	years	$715.31	$37,000	6.25%	5	years
$719.62	$37,000	6.5%	5	years	$723.95	$37,000	6.75%	5	years	$728.29	$37,000	7%	5	years	$732.64	$37,000	7.25%	5	years	$737.02	$37,000	7.5%	5	years	$741.40	$37,000	7.75%	5	years	$745.81	$37,000	8%	5	years	$750.23	$37,000	8.25%	5	years	$754.66	$37,000	8.5%	5	years	$759.11	$37,000	8.75%	5	years	$763.58	$37,000	9%	5	years	$768.06
$37,000	9.25%	5	years	$772.56	$37,000	9.5%	5	years	$777.07	$37,000	9.75%	5	years	$781.60	$37,000	10%	5	years	$786.14	$37,000	4%	6	years	$578.87	$37,000	4.25%	6	years	$583.10	$37,000	4.5%	6	years	$587.34	$37,000	4.75%	6	years	$591.60	$37,000	5%	6	years	$595.88	$37,000	5.25%	6	years	$600.18	$37,000	5.5%	6	years	$604.50	$37,000
5.75%	6	years	$608.84	$37,000	6%	6	years	$613.20	$37,000	6.25%	6	years	$617.57	$37,000	6.5%	6	years	$621.97	$37,000	6.75%	6	years	$626.38	$37,000	7%	6	years	$630.81	$37,000	7.25%	6	years	$635.26	$37,000	7.5%	6	years	$639.73	$37,000	7.75%	6	years	$644.22	$37,000	8%	6	years	$648.73	$37,000	8.25%	6	years	$653.26	$37,000	8.5%	6
years	$657.80	$37,000	8.75%	6	years	$662.36	$37,000	9%	6	years	$666.94	$37,000	9.25%	6	years	$671.54	$37,000	9.5%	6	years	$676.16	$37,000	9.75%	6	years	$680.80	$37,000	10%	6	years	$685.46	$37,000	4%	7	years	$505.75	$37,000	4.25%	7	years	$510.01	$37,000	4.5%	7	years	$514.31	$37,000	4.75%	7	years	$518.62	$37,000	5%	7	years
$522.95	$37,000	5.25%	7	years	$527.31	$37,000	5.5%	7	years	$531.69	$37,000	5.75%	7	years	$536.09	$37,000	6%	7	years	$540.52	$37,000	6.25%	7	years	$544.96	$37,000	6.5%	7	years	$549.43	$37,000	6.75%	7	years	$553.92	$37,000	7%	7	years	$558.43	$37,000	7.25%	7	years	$562.96	$37,000	7.5%	7	years	$567.52	$37,000	7.75%	7	years	$572.09
$37,000	8%	7	years	$576.69	$37,000	8.25%	7	years	$581.31	$37,000	8.5%	7	years	$585.95	$37,000	8.75%	7	years	$590.61	$37,000	9%	7	years	$595.30	$37,000	9.25%	7	years	$600.00	$37,000	9.5%	7	years	$604.73	$37,000	9.75%	7	years	$609.47	$37,000	10%	7	years	$614.24	$37,000	4%	8	years	$451.00	$37,000	4.25%	8	years	$455.32	$37,000
4.5%	8	years	$459.66	$37,000	4.75%	8	years	$464.03	$37,000	5%	8	years	$468.42	$37,000	5.25%	8	years	$472.83	$37,000	5.5%	8	years	$477.27	$37,000	5.75%	8	years	$481.74	$37,000	6%	8	years	$486.23	$37,000	6.25%	8	years	$490.75	$37,000	6.5%	8	years	$495.29	$37,000	6.75%	8	years	$499.86	$37,000	7%	8	years	$504.45	$37,000	7.25%	8
years	$509.06	$37,000	7.5%	8	years	$513.70	$37,000	7.75%	8	years	$518.37	$37,000	8%	8	years	$523.06	$37,000	8.25%	8	years	$527.77	$37,000	8.5%	8	years	$532.51	$37,000	8.75%	8	years	$537.27	$37,000	9%	8	years	$542.06	$37,000	9.25%	8	years	$546.87	$37,000	9.5%	8	years	$551.70	$37,000	9.75%	8	years	$556.56	$37,000	10%	8	years
$561.44	$37,000	4%	9	years	$408.52	$37,000	4.25%	9	years	$412.88	$37,000	4.5%	9	years	$417.27	$37,000	4.75%	9	years	$421.69	$37,000	5%	9	years	$426.14	$37,000	5.25%	9	years	$430.62	$37,000	5.5%	9	years	$435.12	$37,000	5.75%	9	years	$439.65	$37,000	6%	9	years	$444.21	$37,000	6.25%	9	years	$448.80	$37,000	6.5%	9	years	$453.42
$37,000	6.75%	9	years	$458.06	$37,000	7%	9	years	$462.73	$37,000	7.25%	9	years	$467.43	$37,000	7.5%	9	years	$472.16	$37,000	7.75%	9	years	$476.91	$37,000	8%	9	years	$481.69	$37,000	8.25%	9	years	$486.50	$37,000	8.5%	9	years	$491.34	$37,000	8.75%	9	years	$496.20	$37,000	9%	9	years	$501.09	$37,000	9.25%	9	years	$506.00	$37,000
9.5%	9	years	$510.95	$37,000	9.75%	9	years	$515.92	$37,000	10%	9	years	$520.91	$37,000	4%	10	years	$374.61	$37,000	4.25%	10	years	$379.02	$37,000	4.5%	10	years	$383.46	$37,000	4.75%	10	years	$387.94	$37,000	5%	10	years	$392.44	$37,000	5.25%	10	years	$396.98	$37,000	5.5%	10	years	$401.55	$37,000	5.75%	10	years	$406.15	$37,000
6%	10	years	$410.78	$37,000	6.25%	10	years	$415.44	$37,000	6.5%	10	years	$420.13	$37,000	6.75%	10	years	$424.85	$37,000	7%	10	years	$429.60	$37,000	7.25%	10	years	$434.38	$37,000	7.5%	10	years	$439.20	$37,000	7.75%	10	years	$444.04	$37,000	8%	10	years	$448.91	$37,000	8.25%	10	years	$453.81	$37,000	8.5%	10	years	$458.75
$37,000	8.75%	10	years	$463.71	$37,000	9%	10	years	$468.70	$37,000	9.25%	10	years	$473.72	$37,000	9.5%	10	years	$478.77	$37,000	9.75%	10	years	$483.85	$37,000	10%	10	years	$488.96	38000	loan	calculator	Loan	Calculator	|	Terms	|	Privacy	|	Disclaimer	|	Contact©2025	Loan	Calculator	How	can	financial	brands	set	themselves	apart	through
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CAGR	Deflation	Demand	shock	Disinflation	Effective	demand	Expectations	Adaptive	Rational	Financial	crisis	Growth	Inflation	Demand-pull	Cost-push	Interest	rate	Investment	Liquidity	trap	Measures	of	national	income	and	output	GDP	GNI	NNI	Microfoundations	Money	Endogenous	Money	creation	Demand	for	money	Liquidity	preference	Money
supply	National	accounts	SNA	Nominal	rigidity	Price	level	Recession	Shrinkflation	Stagflation	Supply	shock	Saving	Unemployment	Policies	Fiscal	Monetary	Commercial	Central	bank	Universal	basic	income	Models	IS–LM	AD–AS	Keynesian	cross	Multiplier	Accelerator	Phillips	curve	Arrow–Debreu	Harrod–Domar	Solow–Swan	Ramsey–Cass–Koopmans
Overlapping	generations	General	equilibrium	DSGE	Endogenous	growth	Matching	theory	Mundell–Fleming	Overshooting	NAIRU	Related	fields	Econometrics	Economic	statistics	Monetary	economics	Development	economics	Evolutionary	economics	International	economics	SchoolsMainstream	Keynesian	Neo-	New	Monetarism	New	classical	Real
business-cycle	theory	Stockholm	New	neoclassical	synthesis	Saltwater	and	freshwater	Heterodox	Austrian	Chartalism	Modern	monetary	theory	Ecological	Post-Keynesian	Circuitism	Disequilibrium	Marxian	Market	monetarism	Supply-side	People	François	Quesnay	Adam	Smith	Thomas	Robert	Malthus	Karl	Marx	Léon	Walras	Knut	Wicksell	Irving
Fisher	Wesley	Clair	Mitchell	John	Maynard	Keynes	Alvin	Hansen	Michał	Kalecki	Gunnar	Myrdal	Simon	Kuznets	Joan	Robinson	Friedrich	Hayek	John	Hicks	Richard	Stone	Hyman	Minsky	Milton	Friedman	Paul	Samuelson	Lawrence	Klein	Edmund	Phelps	Robert	Lucas	Jr.	Edward	C.	Prescott	Peter	Diamond	William	Nordhaus	Joseph	Stiglitz	Thomas	J.
Sargent	Paul	Krugman	N.	Gregory	Mankiw	See	also	Macroeconomic	model	Publications	in	macroeconomics	Economics	Applied	Microeconomics	Political	economy	Mathematical	economics	Money	portal	Business	portalvte	An	interest	rate	is	the	amount	of	interest	due	per	period,	as	a	proportion	of	the	amount	lent,	deposited,	or	borrowed	(called	the
principal	sum).	The	total	interest	on	an	amount	lent	or	borrowed	depends	on	the	principal	sum,	the	interest	rate,	the	compounding	frequency,	and	the	length	of	time	over	which	it	is	lent,	deposited,	or	borrowed.	The	annual	interest	rate	is	the	rate	over	a	period	of	one	year.	Other	interest	rates	apply	over	different	periods,	such	as	a	month	or	a	day,	but
they	are	usually	annualized.	The	interest	rate	has	been	characterized	as	"an	index	of	the	preference	.	.	.	for	a	dollar	of	present	[income]	over	a	dollar	of	future	income".[1]	The	borrower	wants,	or	needs,	to	have	money	sooner,	and	is	willing	to	pay	a	fee—the	interest	rate—for	that	privilege.	Interest	rates	vary	according	to:	the	government's	directives	to
the	central	bank	to	accomplish	the	government's	goals	the	currency	of	the	principal	sum	lent	or	borrowed	the	term	to	maturity	of	the	investment	the	perceived	default	probability	of	the	borrower	supply	and	demand	in	the	market	the	amount	of	collateral	special	features	like	call	provisions	reserve	requirements	compensating	balance	as	well	as	other
factors.	A	company	borrows	capital	from	a	bank	to	buy	assets	for	its	business.	In	return,	the	bank	charges	the	company	interest.	(The	lender	might	also	require	rights	over	the	new	assets	as	collateral.)	A	bank	will	use	the	capital	deposited	by	individuals	to	make	loans	to	their	clients.	In	return,	the	bank	should	pay	interest	to	individuals	who	have
deposited	their	capital.	The	amount	of	interest	payment	depends	on	the	interest	rate	and	the	amount	of	capital	they	deposited.	Base	rate	usually	refers	to	the	annualized	effective	interest	rate	offered	on	overnight	deposits	by	the	central	bank	or	other	monetary	authority.[citation	needed]	The	annual	percentage	rate	(APR)	may	refer	either	to	a	nominal
APR	or	an	effective	APR	(EAPR).	The	difference	between	the	two	is	that	the	EAPR	accounts	for	fees	and	compounding,	while	the	nominal	APR	does	not.	The	annual	equivalent	rate	(AER),	also	called	the	effective	annual	rate,	is	used	to	help	consumers	compare	products	with	different	compounding	frequencies	on	a	common	basis,	but	does	not	account
for	fees.	A	discount	rate[2]	is	applied	to	calculate	present	value.	For	an	interest-bearing	security,	coupon	rate	is	the	ratio	of	the	annual	coupon	amount	(the	coupon	paid	per	year)	per	unit	of	par	value,	whereas	current	yield	is	the	ratio	of	the	annual	coupon	divided	by	its	current	market	price.	Yield	to	maturity	is	a	bond's	expected	internal	rate	of
return,	assuming	it	will	be	held	to	maturity,	that	is,	the	discount	rate	which	equates	all	remaining	cash	flows	to	the	investor	(all	remaining	coupons	and	repayment	of	the	par	value	at	maturity)	with	the	current	market	price.	Based	on	the	banking	business,	there	are	deposit	interest	rate	and	loan	interest	rate.	Based	on	the	relationship	between	supply
and	demand	of	market	interest	rate,	there	are	fixed	interest	rate	and	floating	interest	rate.	Interest	rate	targets	are	a	vital	tool	of	monetary	policy	and	are	taken	into	account	when	dealing	with	variables	like	investment,	inflation,	and	unemployment.	The	central	banks	of	countries	generally	tend	to	reduce	interest	rates	when	they	wish	to	increase
investment	and	consumption	in	the	country's	economy.	However,	a	low	interest	rate	as	a	macro-economic	policy	can	be	risky	and	may	lead	to	the	creation	of	an	economic	bubble,	in	which	large	amounts	of	investments	are	poured	into	the	real-estate	market	and	stock	market.	In	developed	economies,	interest-rate	adjustments	are	thus	made	to	keep
inflation	within	a	target	range	for	the	health	of	economic	activities	or	cap	the	interest	rate	concurrently	with	economic	growth	to	safeguard	economic	momentum.[3][4][5][6][7]	Germany	experienced	deposit	interest	rates	from	14%	in	1973	down	to	almost	2%	in	2003.	In	the	past	two	centuries,	interest	rates	have	been	variously	set	either	by	national
governments	or	central	banks.	For	example,	the	Federal	Reserve	federal	funds	rate	in	the	United	States	has	varied	between	about	0.25%	and	19%	from	1954	to	2008,	while	the	Bank	of	England	base	rate	varied	between	0.5%	and	15%	from	1989	to	2009,[8][9]	and	Germany	experienced	rates	close	to	90%	in	the	1920s	down	to	about	2%	in	the	2000s.
[10][11]	During	an	attempt	to	tackle	spiraling	hyperinflation	in	2007,	the	Central	Bank	of	Zimbabwe	increased	interest	rates	for	borrowing	to	800%.[12]	The	interest	rates	on	prime	credits	in	the	late	1970s	and	early	1980s	were	far	higher	than	had	been	recorded	–	higher	than	previous	US	peaks	since	1800,	than	British	peaks	since	1700,	or	than



Dutch	peaks	since	1600;	"since	modern	capital	markets	came	into	existence,	there	have	never	been	such	high	long-term	rates"	as	in	this	period.[13]	Before	modern	capital	markets,	there	have	been	accounts	that	savings	deposits	could	achieve	an	annual	return	of	at	least	25%	and	up	to	as	high	as	50%.[14]	Prime	rate	floats	about	3%	above	the	federal
funds	rate.			Credit	card	interest	rates			Auto	loan	interest	rate	48	months	new	autos			Prime	rate			10	year	Treasury	bond			United	States	Consumer	Price	Index			Federal	funds	rate	Political	short-term	gain:	Lowering	interest	rates	can	give	the	economy	a	short-run	boost.	Under	normal	conditions,	most	economists	think	a	cut	in	interest	rates	will	only
give	a	short	term	gain	in	economic	activity	that	will	soon	be	offset	by	inflation.	The	quick	boost	can	influence	elections.	Most	economists	advocate	independent	central	banks	to	limit	the	influence	of	politics	on	interest	rates.	Deferred	consumption:	When	money	is	loaned	the	lender	delays	spending	the	money	on	consumption	goods.	Since	according	to
time	preference	theory	people	prefer	goods	now	to	goods	later,	in	a	free	market	there	will	be	a	positive	interest	rate.	Inflationary	expectations:	Most	economies	generally	exhibit	inflation,	meaning	a	given	amount	of	money	buys	fewer	goods	in	the	future	than	it	will	now.	The	borrower	needs	to	compensate	the	lender	for	this.	Alternative	investments:
The	lender	has	a	choice	between	using	his	money	in	different	investments.	If	he	chooses	one,	he	forgoes	the	returns	from	all	the	others.	Different	investments	effectively	compete	for	funds.	Risks	of	investment:	There	is	always	a	risk	that	the	borrower	will	go	bankrupt,	abscond,	die,	or	otherwise	default	on	the	loan.	This	means	that	a	lender	generally
charges	a	risk	premium	to	ensure	that,	across	his	investments,	he	is	compensated	for	those	that	fail.	Liquidity	preference:	People	prefer	to	have	their	resources	available	in	a	form	that	can	immediately	be	exchanged,	rather	than	a	form	that	takes	time	to	realize.	Taxes:	Because	some	of	the	gains	from	interest	may	be	subject	to	taxes,	the	lender	may
insist	on	a	higher	rate	to	make	up	for	this	loss.	Banks:	Banks	can	tend	to	change	the	interest	rate	to	either	slow	down	or	speed	up	economy	growth.	This	involves	either	raising	interest	rates	to	slow	the	economy	down,	or	lowering	interest	rates	to	promote	economic	growth.[15]	Economy:	Interest	rates	can	fluctuate	according	to	the	status	of	the
economy.	It	will	generally	be	found	that	if	the	economy	is	strong	then	the	interest	rates	will	be	high,	if	the	economy	is	weak	the	interest	rates	will	be	low.	Main	article:	Real	versus	nominal	value	(economics)	Further	information:	Fisher	equation	The	nominal	interest	rate	is	the	rate	of	interest	with	no	adjustment	for	inflation.	For	example,	suppose
someone	deposits	$100	with	a	bank	for	one	year,	and	they	receive	interest	of	$10	(before	tax),	so	at	the	end	of	the	year,	their	balance	is	$110	(before	tax).	In	this	case,	regardless	of	the	rate	of	inflation,	the	nominal	interest	rate	is	10%	per	annum	(before	tax).	The	real	interest	rate	measures	the	growth	in	real	value	of	the	loan	plus	interest,	taking
inflation	into	account.	The	repayment	of	principal	plus	interest	is	measured	in	real	terms	compared	against	the	buying	power	of	the	amount	at	the	time	it	was	borrowed,	lent,	deposited	or	invested.	If	inflation	is	10%,	then	the	$110	in	the	account	at	the	end	of	the	year	has	the	same	purchasing	power	(that	is,	buys	the	same	amount)	as	the	$100	had	a
year	ago.	The	real	interest	rate	is	zero	in	this	case.	The	real	interest	rate	is	given	by	the	Fisher	equation:	r	=	1	+	i	1	+	p	−	1	{\displaystyle	r={\frac	{1+i}{1+p}}-1\,\!}	where	p	is	the	inflation	rate.	For	low	rates	and	short	periods,	the	linear	approximation	applies:	r	≈	i	−	p	{\displaystyle	r\approx	i-p\,\!}	The	Fisher	equation	applies	both	ex	ante	and	ex
post.	Ex	ante,	the	rates	are	projected	rates,	whereas	ex	post,	the	rates	are	historical.	There	is	a	market	for	investments,	including	the	money	market,	bond	market,	stock	market,	and	currency	market	as	well	as	retail	banking.	Interest	rates	reflect:	The	risk-free	cost	of	capital	Expected	inflation	Risk	premium	Transaction	costs	According	to	the	theory
of	rational	expectations,	borrowers	and	lenders	form	an	expectation	of	inflation	in	the	future.	The	acceptable	nominal	interest	rate	at	which	they	are	willing	and	able	to	borrow	or	lend	includes	the	real	interest	rate	they	require	to	receive,	or	are	willing	to	pay,	plus	the	rate	of	inflation	they	expect.	Under	behavioral	expectations,	the	formation	of
expectations	deviates	from	rational	expectations	due	to	cognitive	limitations	and	information	processing	costs.	Agents	may	exhibit	myopia	(limited	attention)	to	certain	economic	variables,	form	expectations	based	on	simplified	heuristics,	or	update	their	beliefs	more	gradually	than	under	full	rationality.	These	behavioral	frictions	can	affect	monetary
policy	transmission	and	optimal	policy	design.[16]	The	level	of	risk	in	investments	is	taken	into	consideration.	Riskier	investments	such	as	shares	and	junk	bonds	are	normally	expected	to	deliver	higher	returns	than	safer	ones	like	government	bonds.	The	additional	return	above	the	risk-free	nominal	interest	rate	which	is	expected	from	a	risky
investment	is	the	risk	premium.	The	risk	premium	an	investor	requires	on	an	investment	depends	on	the	risk	preferences	of	the	investor.	Evidence	suggests	that	most	lenders	are	risk-averse.[17]	A	maturity	risk	premium	applied	to	a	longer-term	investment	reflects	a	higher	perceived	risk	of	default.	There	are	four	kinds	of	risk:	repricing	risk	basis	risk
yield	curve	risk	optionality	Most	economic	agents	exhibit	a	liquidity	preference,	defined	as	the	propensity	to	hold	cash	or	highly	liquid	assets	over	less	fungible	investments,	reflecting	both	precautionary	and	transactional	motives.	Liquidity	preference	manifests	in	the	yield	differential	between	assets	of	varying	maturities	and	convertibility	costs,
where	cash	provides	immediate	transaction	capability	with	zero	conversion	costs.	This	preference	creates	a	term	structure	of	required	returns,	exemplified	by	the	higher	yields	typically	demanded	for	longer-duration	assets.	For	instance,	while	a	1-year	loan	offers	relatively	rapid	convertibility	to	cash,	a	10-year	loan	commands	a	greater	liquidity
premium.	However,	the	existence	of	deep	secondary	markets	can	partially	mitigate	illiquidity	costs,	as	evidenced	by	US	Treasury	bonds,	which	maintain	significant	liquidity	despite	longer	maturities	due	to	their	unique	status	as	a	safe	asset	and	the	associated	financial	sector	stability	benefits.[18][19]	A	basic	interest	rate	pricing	model	for	an	asset	is	i
n	=	i	r	+	p	e	+	r	p	+	l	p	{\displaystyle	i_{n}=i_{r}+p_{e}+r_{p}+l_{p}\,\!}	where	in	is	the	nominal	interest	rate	on	a	given	investment	ir	is	the	risk-free	return	to	capital	i*n	is	the	nominal	interest	rate	on	a	short-term	risk-free	liquid	bond	(such	as	U.S.	treasury	bills).	rp	is	a	risk	premium	reflecting	the	length	of	the	investment	and	the	likelihood	the
borrower	will	default	lp	is	a	liquidity	premium	(reflecting	the	perceived	difficulty	of	converting	the	asset	into	money	and	thus	into	goods).	pe	is	the	expected	inflation	rate.	Assuming	perfect	information,	pe	is	the	same	for	all	participants	in	the	market,	and	the	interest	rate	model	simplifies	to	i	n	=	i	n	∗	+	r	p	+	l	p	{\displaystyle
i_{n}=i_{n}^{*}+r_{p}+l_{p}\,\!}	The	spread	of	interest	rates	is	the	lending	rate	minus	the	deposit	rate.[20]	This	spread	covers	operating	costs	for	banks	providing	loans	and	deposits.	A	negative	spread	is	where	a	deposit	rate	is	higher	than	the	lending	rate.[21]	Interest	rates	affect	economic	activity	broadly,	which	is	the	reason	why	they	are
normally	the	main	instrument	of	the	monetary	policies	conducted	by	central	banks.[22]	Changes	in	interest	rates	will	affect	firms'	investment	behaviour,	either	raising	or	lowering	the	opportunity	cost	of	investing.	Interest	rate	changes	also	affect	asset	prices	like	stock	prices	and	house	prices,	which	again	influence	households'	consumption	decisions
through	a	wealth	effect.	Additionally,	international	interest	rate	differentials	affect	exchange	rates	and	consequently	exports	and	imports.	These	various	channels	are	collectively	known	as	the	monetary	transmission	mechanism.	Consumption,	investment	and	net	exports	are	all	important	components	of	aggregate	demand.	Consequently,	by	influencing
the	general	interest	rate	level,	monetary	policy	can	affect	overall	demand	for	goods	and	services	in	the	economy	and	hence	output	and	employment.[23]	Changes	in	employment	will	over	time	affect	wage	setting,	which	again	affects	pricing	and	consequently	ultimately	inflation.	The	relation	between	employment	(or	unemployment)	and	inflation	is
known	as	the	Phillips	curve.[22]	For	economies	maintaining	a	fixed	exchange	rate	system,	determining	the	interest	rate	is	also	an	important	instrument	of	monetary	policy	as	international	capital	flows	are	in	part	determined	by	interest	rate	differentials	between	countries.[24]	The	effective	federal	funds	rate	in	the	US	charted	over	more	than	half	a
century	The	Federal	Reserve	(often	referred	to	as	'the	Fed')	implements	monetary	policy	largely	by	targeting	the	federal	funds	rate	(FFR).	This	is	the	rate	that	banks	charge	each	other	for	overnight	loans	of	federal	funds,	which	are	the	reserves	held	by	banks	at	the	Fed.	Until	the	2008	financial	crisis,	the	Fed	relied	on	open	market	operations,	i.e.
selling	and	buying	securities	in	the	open	market	to	adjust	the	supply	of	reserve	balances	so	as	to	keep	the	FFR	close	to	the	Fed's	target.[25]	However,	since	2008	the	actual	conduct	of	monetary	policy	implementation	has	changed	considerably,	the	Fed	using	instead	various	administered	interest	rates	(i.e.,	interest	rates	that	are	set	directly	by	the	Fed
rather	than	being	determined	by	the	market	forces	of	supply	and	demand)	as	the	primary	tools	to	steer	short-term	market	interest	rates	towards	the	Fed's	policy	target.[26]	Financial	economists	such	as	World	Pensions	Council	(WPC)	researchers	have	argued	that	durably	low	interest	rates	in	most	G20	countries	will	have	an	adverse	impact	on	the
funding	positions	of	pension	funds	as	"without	returns	that	outstrip	inflation,	pension	investors	face	the	real	value	of	their	savings	declining	rather	than	ratcheting	up	over	the	next	few	years".[27]	Current	interest	rates	in	savings	accounts	often	fail	to	keep	up	with	the	pace	of	inflation.[28]	From	1982	until	2012,	most	Western	economies	experienced	a
period	of	low	inflation	combined	with	relatively	high	returns	on	investments	across	all	asset	classes	including	government	bonds.	This	brought	a	certain	sense	of	complacency[citation	needed]	amongst	some	pension	actuarial	consultants	and	regulators,	making	it	seem	reasonable	to	use	optimistic	economic	assumptions	to	calculate	the	present	value
of	future	pension	liabilities.	Because	interest	and	inflation	are	generally	given	as	percentage	increases,	the	formulae	above	are	(linear)	approximations.	For	instance,	i	n	=	i	r	+	p	e	{\displaystyle	i_{n}=i_{r}+p_{e}\,\!}	is	only	approximate.	In	reality,	the	relationship	is	(	1	+	i	n	)	=	(	1	+	i	r	)	(	1	+	p	e	)	{\displaystyle	(1+i_{n})=(1+i_{r})(1+p_{e})\,\!}
so	i	r	=	1	+	i	n	1	+	p	e	−	1	{\displaystyle	i_{r}={\frac	{1+i_{n}}{1+p_{e}}}-1\,\!}	The	two	approximations,	eliminating	higher	order	terms,	are:	(	1	+	x	)	(	1	+	y	)	=	1	+	x	+	y	+	x	y	≈	1	+	x	+	y	1	1	+	x	=	1	−	x	+	x	2	−	x	3	+	⋯	≈	1	−	x	{\displaystyle	{\begin{aligned}(1+x)(1+y)&=1+x+y+xy&&\approx	1+x+y\\{\frac	{1}{1+x}}&=1-x+x^{2}-
x^{3}+\cdots	&&\approx	1-x\end{aligned}}}	The	formulae	in	this	article	are	exact	if	logarithmic	units	are	used	for	relative	changes,	or	equivalently	if	logarithms	of	indices	are	used	in	place	of	rates,	and	hold	even	for	large	relative	changes.	Main	article:	Zero	interest-rate	policy	A	so-called	"zero	interest-rate	policy"	(ZIRP)	is	a	very	low—near-zero—
central	bank	target	interest	rate.	At	this	zero	lower	bound	the	central	bank	faces	difficulties	with	conventional	monetary	policy,	because	it	is	generally	believed	that	market	interest	rates	cannot	realistically	be	pushed	down	into	negative	territory.	In	the	United	States,	the	policy	was	used	in	2008-2015	(2008	financial	crisis)	and	2020-2022	(COVID-19
pandemic).[29]	Nominal	interest	rates	are	normally	positive,	but	not	always.	In	contrast,	real	interest	rates	can	be	negative,	when	nominal	interest	rates	are	below	inflation.	When	this	is	done	via	government	policy	(for	example,	via	reserve	requirements),	this	is	deemed	financial	repression,	and	was	practiced	by	countries	such	as	the	United	States
and	United	Kingdom	following	World	War	II	(from	1945)	until	the	late	1970s	or	early	1980s	(during	and	following	the	Post–World	War	II	economic	expansion).[30][31]	In	the	late	1970s,	United	States	Treasury	securities	with	negative	real	interest	rates	were	deemed	certificates	of	confiscation.[32]	Main	article:	Negative	interest	on	excess	reserves	A
so-called	"negative	interest	rate	policy"	(NIRP)	is	a	negative	(below	zero)	central	bank	target	interest	rate.	Main	article:	Demurrage	currency	Given	the	alternative	of	holding	cash,	and	thus	earning	0%,	rather	than	lending	it	out,	profit-seeking	lenders	will	not	lend	below	0%,	as	that	will	guarantee	a	loss,	and	a	bank	offering	a	negative	deposit	rate	will
find	few	takers,	as	savers	will	instead	hold	cash.[33]	Negative	interest	rates	have	been	proposed	in	the	past,	notably	in	the	late	19th	century	by	Silvio	Gesell.[34]	A	negative	interest	rate	can	be	described	(as	by	Gesell)	as	a	"tax	on	holding	money";	he	proposed	it	as	the	Freigeld	(free	money)	component	of	his	Freiwirtschaft	(free	economy)	system.	To
prevent	people	from	holding	cash	(and	thus	earning	0%),	Gesell	suggested	issuing	money	for	a	limited	duration,	after	which	it	must	be	exchanged	for	new	bills;	attempts	to	hold	money	thus	result	in	it	expiring	and	becoming	worthless.	Along	similar	lines,	John	Maynard	Keynes	approvingly	cited	the	idea	of	a	carrying	tax	on	money,[34]	(1936,	The
General	Theory	of	Employment,	Interest	and	Money)	but	dismissed	it	due	to	administrative	difficulties.[35]	More	recently,	a	carry	tax	on	currency	was	proposed	by	a	Federal	Reserve	employee	(Marvin	Goodfriend)	in	1999,	to	be	implemented	via	magnetic	strips	on	bills,	deducting	the	carry	tax	upon	deposit,	the	tax	being	based	on	how	long	the	bill	had
been	held.[35]	It	has	been	proposed	that	a	negative	interest	rate	can	in	principle	be	levied	on	existing	paper	currency	via	a	serial	number	lottery,	such	as	randomly	choosing	a	number	0	through	9	and	declaring	that	notes	whose	serial	number	end	in	that	digit	are	worthless,	yielding	an	average	10%	loss	of	paper	cash	holdings	to	hoarders;	a	drawn
two-digit	number	could	match	the	last	two	digits	on	the	note	for	a	1%	loss.	This	was	proposed	by	an	anonymous	student	of	Greg	Mankiw,[34]	though	more	as	a	thought	experiment	than	a	genuine	proposal.[36]	Both	the	European	Central	Bank	starting	in	2014	and	the	Bank	of	Japan	starting	in	early	2016	pursued	the	policy	on	top	of	their	earlier	and
continuing	quantitative	easing	policies.	The	latter's	policy	was	said	at	its	inception	to	be	trying	to	"change	Japan's	'deflationary	mindset.'"	In	2016	Sweden,	Denmark	and	Switzerland—not	directly	participants	in	the	Euro	currency	zone—also	had	NIRPs	in	place.[37]	Countries	such	as	Sweden	and	Denmark	have	set	negative	interest	on	reserves—that	is
to	say,	they	have	charged	interest	on	reserves.[38][39][40][41]	In	July	2009,	Sweden's	central	bank,	the	Riksbank,	set	its	policy	repo	rate,	the	interest	rate	on	its	one-week	deposit	facility,	at	0.25%,	at	the	same	time	as	setting	its	overnight	deposit	rate	at	−0.25%.[42]	The	existence	of	the	negative	overnight	deposit	rate	was	a	technical	consequence	of
the	fact	that	overnight	deposit	rates	are	generally	set	at	0.5%	below	or	0.75%	below	the	policy	rate.[42][43]	The	Riksbank	studied	the	impact	of	these	changes	and	stated	in	a	commentary	report[44]	that	they	led	to	no	disruptions	in	Swedish	financial	markets.	Ireland	bond	prices,	Inverted	yield	curve	in	2011,[45]	And	rates	went	negative	after	the
European	debt	crisis.			15	year	bond			10	year	bond			5	year	bond			3	year	bond	During	the	European	debt	crisis,	government	bonds	of	some	countries	(Switzerland,	Denmark,	Germany,	Finland,	the	Netherlands	and	Austria)	have	been	sold	at	negative	yields.	Suggested	explanations	include	desire	for	safety	and	protection	against	the	eurozone	breaking
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