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 3.1 How much would a customer owe after 1 month, if he loaned R400? 

 

 3.2 What is the value of a loan, if a customer has to pay R956,00 back after 1 month? 

 

 3.3 Show that Honest Harry's Loans is charging a monthly interest rate of 19,5%  

  on the loan. 

 

4. Callan would like to buy a flat to the value of R975 000. He approaches the following  

 2 banks and gets their terms and conditions: 

 

BNF 

Loan conditions :  

  Interest rate - 15,75% 

  Length of the loan - 20 years 

 ASBA 

Loan conditions :  

  Interest rate - 15,5% 
  Length of the loan - 15 years 

 

 Use the monthly repayment formula and interest rate table below, to decide which 

 bank will offer Callan the lowest monthly repayments. Show all calculations. 

 

Monthly Repayment  =  (Loan Amount ÷ 1 000) % Factor 

Term 

Year 

Interest Rate 

13,75% 14% 14,25% 14,5% 14,75% 15% 15,25% 15,5% 15,75% 16% 

15 13,15 13,32 13,49 13,66 13,83 14 14,17 14,34 14,51 14,69 

20 12,25 12,44 12,62 12,8 12,92 13,17 13,35 13,54 13,37 13,91 

25 11,85 12,04 12,23 12,42 12,61 12,81 13 13,2 13,39 13,59 

 

5.1 The table below shows a summary of a small short-term loan scenario. The interest 

 rate on this loan remains the same during the whole life of the loan. 

 

End of 

Month 

Interest 

Balance 

Before Payment 

Payment 

Closing Balance 

After Payment 

    R 1 000,00 

July R 90,00  R 1 090,00 R 225,00 R 865,00 

Aug R 77,85  R 942,85 R 225,00 R 717,85 

Sept R 64,61  R 782,46 R 225,00 R 557,46 

Oct R 50,17  R 607,63 R 225,00 R 382,63 

Nov R 34,44  R 417,06 R 225,00 R 192,06 

Dec R 17,29  R 209,35 R 209,35 R 0,00 

 

 5.1.1 What was the original loan amount?  

 

 5.1.2 Show that interest on this loan is being calculated at 9% per month.  

 

 5.1.3 Show how the Closing Balance After Payment value for October has 

been calculated. 

 

 5.1.4 Explain why the Payment value in December is different from every other month. 

 

 5.1.5 Calculate the real cost of this loan. 

5.2 Now consider what would happen if the interest rate changed from 9% to 10% in 

 September and remained at 10% until the end of the loan period. 

 

End of 

Month 

Interest 

Balance Before 

Payment 

Payment 

Closing Balance 

After Payment 

       R 1 000 

July R 90,00 R 1 090,00 R 225,00 R 865,00 

Aug R 77,85  R 942,85 R 225,00 R 717,85 

Sept R 71,79  R 789,64 R 225,00 R 564,64 

 

 5.2.1 Show that interest in September is calculated at 10%. 

 

 5.2.2 Complete the table to include the months of October to January. 

 

 5.2.3 Calculate the real cost of this loan.  

 

 5.2.4 Explain the effect of a 1% increase in the interest rate on this loan. 

 

 
 

 

UNIT 8 

INFLATION 

 

 

� Inflation is a measure of change in the purchasing power of money over time. 

 

� Inflation therefore represents the average increase in the price of goods and services 

over a period of time. 

 

� It is usually calculated from a particular month in one year to the same month in the 

following year (although it can also be calculated month-to-month or as an average over 

a year). 

 

� The inflation rate is the percentage change (normally an increase) in the cost of goods 

from one year (or month) to the next. 

 

 For example, an inflation rate of 7,4% for January 2014 means that, from January 2013 

to January 2014, prices increased on average by 7,4% 

 

 

� General formula for inflation rate is :   

 

 

� The rate of inflation is determined by Statistics South Africa. 

 They determine the rate of change in the price of about 2 500 goods and services on  

 a month-to-month basis. 

 

� Inflation represents compound interest. 

 

inflation rate  = 

price difference

original price

 % 100% 

See Module 1 Unit 7  

on p. 20 for more 

examples on % increase. 
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4. BNF: Monthly repayment 

  = (R975 000  1 000) % 13,37 

  = R13 035,75 

 

 ASBA: Monthly repayment 

  = (R975 000  1 000) % 14,34 

  = R13 981,50 

 

   Callan would get the lowest monthly repayments 

with BNF bank. 

 

5.1.1 R1 000,00 

 

5.1.2 Interest rate = 
R90,00

R1 000,00

 % 100% 

  = 9% 

 

5.1.3 Closing Balance after Payment 

 = balance before payment - payment 

 = R607,63 - R225,00 

 = R382,63 

 

5.1.4 The outstanding balance in December is R209,35. 

So, to pay off the loan a payment of R209,35 and 

not R225,00 is necessary. 

 

5.1.5 Real cost of the loan =  (R225,00 % 5) + R209,35 

  =  R1 125,00 + R209,35 

  =  R1 334,35 

 

5.2.1 Interest rate = 
R71,79

R717,85

 % 100% = 10% 

 

5.2.2 

End of 

month 

Interest 

Balance 

before 

payment 

Payment 

Closing 

balance after 

payment 

        R1 000 

July  R90,00 R1 090,00 R225,00 R865,00 

Aug R77,85 R942,85 R225,00 R717,85 

Sept R71,79 R789,64 R225,00 R564,64 

Oct R56,46 R621,10 R225,00 R396,10 

Nov R39,61 R435,71 R225,00 R210,71 

Dec R21,07 R231,78 R225,00 R6,78 

Jan R0,68 R7,46 R7,46 R0,00 

 

5.2.3 Real cost of the loan = (R225,00 % 6) + R7,46 

  = R1 350,00 + R7,46 

  = R1 357,46 

 

5.2.4 A 1% increase in the interest rate will increase the 

total amount paid back for this small loan by 

R1 357,46 - R1 334,35 = R23,11 and will increase 

the amount of time taken to pay back the loan from 

6 months to 7 months. 

 

 

UNIT 8:  

Inflation 

1.1 Inflation rate from 2013 - 2014: 

 = 
R321 993 - R307 230

R307 230

 % 100% 

 = 
R14 763

R307 230

 % 100% 

 = 4,81% 

 

 Inflation rate from 2014 - 2015: 

 = 
R335 730 - R321 993

R321 993

 % 100% 

 = 
R13 733

R321 993

 % 100% 

 = 4,27% 

 

   2013 - 2014 showed the highest inflation rate. 

 

1.2 Increase = 
5,4

100

 % R335 730  =  R18 129,42 

 

   Price in 2016 = R335 730 + R18 129,42 

  = R353 859,42 

 

2. Year 1 Increase = 
6,8

100

 % R30 000  =  R2 040 

 

 Year 1 Cost  =  R30 000 + R2 040  =  R32 040 

 

 Year 2 Increase  = 
6,8

100

 % R32 040  =  R2 178,72 

 

 Year 2 Cost  =  R32 040 + R2 178,72  =  R34 218,72 

 

 Year 3 Increase  = 
6,8

100

 % R34 218,72  =  R2 326,87 

 

 Year 3 Cost  =  R34 218,72 + R2 326,87  =  R36 545,59 

  No, Sibusiso's fixed deposit of R35 000 will not  

  be able to cover the costs in 3 years' time. 

 

3. Decrease = 
2,3

100

 % R1 050 

  = R24,15 

 

 Bill = R1 050 - R24,15 

  = R1 025,85 

 

4.1.1 Price increase  =  R27,46 - R23,68  =  R3,78 

 

4.1.2 Price decrease  =  R28,23 - R24,92  =  R3,31 

 

4.1.3 % Price increase = 
R212,65 - R162,23

R162,23

 % 100% 

  = 
R50,42

R162,23

 % 100% 

  = 31,1% 

 

4.1.4 Food basket Jan 2014 Total  =  R782,02 

 Food basket Feb 2014 Total  =  R833,50 

 

   Inflation = 
R833,50 - R782,02

R782,02

 % 100% 

  = 
R51,48

R782,02

 % 100% 

  = 6,58% 

 

4.1.5 Price of Flour in Feb 2014  =  R72,24 

 Increase = 
1,6

100

 % R72,24  =  R1,16 

 

 Price = R72,24 + R1,16  =  R73,40 

 

4.2.1 It means that from March 2012 to March 2013, the 

prices increased on average by 6,1%. 

 

4.2.2 Lowest inflation rate in April 2012 at 3,3% 

 Highest inflation rate in March 2014 at 10,6% 

 

4.2.3 % Price increase = 7,9% - 5,4%  =  2,5% 

 

 

REMEMBER!  

A negative inflation 

rate results in a 

decrease in the price. 

Inflation rate  = 

Price difference

Original price

 % 100% 
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