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1) What is Debt? 

1. "Owe Money" or "Loan" 

2. Synonyms: 

• Debt = Loan = Liability = Owe Money 

3. Example: 

• You borrow $100 from Bank 

• The Bank Lends you $100 

• This means you owe $100 to the Bank 

4. In this video the Debt we look at is: Short Term Loans (usually 1 year or less) 

2) What is Interest? 

1. "Rent on Money" 

2. Contractual fee charged to borrow money 

3. If you are the borrower, you pay interest to the lender 

4. If you are the lender, you get interest from the borrower 

5. Example for Borrower: 

• The Bank Lends you $100 

• In 1 year you pay back $110 

• You Pay Interest on Debt of  = 110 - 100 = $10 

6. Example for Lender: 

• The Bank Lends you $100 

• In 1 year you pay back $110 

• Bank Earns Interest on Investment = 110 - 100 = $10 

3) Simple Interest Terms: 

1) Principal: 

• Loan Amount = Amount borrowed, lent out, or invested 

• From the borrower's point of view, it is DEBT 

• From the lender's point of view, it is an INVESTMENT 

2) Interest: 

• Contractual fee charged to borrow money 

3) Simple Interest: 

• Interest paid on only the principal 

• Usually used for loans lasting less than 1 year 

4) Compound Interest: 

• Interest paid on principal and past interest also known as "interest on interest" 

• Usually used for loans lasting more than 1 year 

5) Interest Rate: 

i. % of Principal that Borrower must pay as Interest 

6) Maker or Payer or Debtor or Borrower: 

• The person borrowing the money 

7) Payee or Creditor or Lender: 

• The person lending the money 
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8) Term: 

• Length of time until the loan is due - given in days, months or years 

9) Issue Date:  

• Day Loan is made 

10) Maturity Date: 

• The Date that the Principal and Interest is Due 

11) Maturity Value: 

• Total Amount to pay on Maturity Date = Principal + Interest 

12) Promissory Note = Note: 

• A legal document in which a person or firm agrees to pay to another: 

1. A stated amount of money 

2. Plus interest computed at a stated rate 

3. At a stated time in the future 

• Example: 

 

4) Example #1 of Simple Interest 

 

  

Promissory Notes

Borrower: Sioux Radcoolinator Issue Date: 3/31/2017

Lender: BECU Bank Maturity Date: 3/31/2018

Principal: $100.00

Annual Simple Interest Rate: 10.00%

Term: 12 Months

Signature Sioux Radcoolinator
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5) Simple Interest Formulas: 
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6) Video Examples 02-04, Calculate Simple Interest when Time is Given as a Fraction of Year 

 

7) Video Examples 05-08, Calculate Simple Interest when Time is Given in Days or Months 

 



Page 8 of 11 

 

 

 



Page 9 of 11 

8) Video Examples 09-10, Solve for Principal 
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9) Video Examples 11-12, Solve for Annual Simple Interest Rate 
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10) Video Examples 13-14, Solve for Time 

 

 


