
TipsMake > Application >Office information >

How to use the Rate function in Excel to calculate
loan interest rates is extremely simple

In this article, we will learn with readers about how to use the RATE function to calculate loan interest rates in
Excel in the most detailed way.

RATE function structure in Excel

Function syntax: =RATE(nper, pmt, pv, [fv], [type], [guess])

In there:

Nper : required argument, is the loan term.
Pmt : required argument, is the payment amount per period.
Pv : required argument, is the loan amount.
Fv : optional argument, which is the cash balance you want to collect after making the final payment.
Type : optional argument, a number 0 or 1 that specifies when the payment is due.
Guess : optional argument, which is your guess about the interest rate.

Note:

The pmt argument includes both principal and interest payments each period. If pmt is omitted, you must
include the fv argument .
If fv is omitted, it is assumed to be 0.
If type is 0 or omitted, it means payment at the end of each period.
If type is 1, it means payment time is at the beginning of each period.
If guess is omitted, it is assumed to be 10 percent.

How to use the RATE function

For example, you borrow 100 million from the bank. Every month you have to pay principal and interest of 2
million within 6 years. Request to calculate the interest rate of the loan.
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Applying the above function structure, we have the following formula to calculate monthly interest rate:

=RATE(B5*12;-B4;B3)

We need to multiply B5 by 12 because the loan term here is years and the payment amount is monthly.

To calculate the annual interest rate, we only need the monthly interest rate multiplied by 12. Or use the
following function:

=RATE(B5;-B4*12;B3)



You finished reading the article "How to use the Rate function in Excel to calculate loan interest rates is
extremely simple" edited by the TipsMake team. We hope this article has provided you with many useful tech
tips and tricks. You can search for similar articles on tips and guides. Thank you for reading and for following us
regularly.
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