Skill IC5 Use algebraic formulas

USE ALGEBRAIC FORMULAS

An algebraic formula establishes a relationship between two or more vanables. For example, the
formula to compute interest to be paid on a loan is I = PRT, where [ = interest, P = principal,

R = rate of interest per vear, and T = time of loan expressed in years. P, R, and T will vary from
one loan to another. The value will depend on the values substituted for P, R, and T. To solve
problems involving algebraic formulas, follow the steps below.

Step 1. Identify the given values.

Step 2. Substitute the given values into the formula.
Step 3. Solve for the unknown variable.
Examples

1.  Given the formula to calculate interest, ] = PRT, compute the amount of interest that would
be paid on a loan of $1000 issued at a rate of 10% for a period of 2 years.

Step 1. Identify the given values. The given values are P = 51000, R = 10%, which
equals 0.10,and T=2.

Step 2. Substitute the given values into the formula.

{=(1000)0.10)(2)

Step 3. Solve for the unknown variable.
1=200

Interest that would be paid on the loan is 5200.

(]

Given the interest formula, / = PRT, compute the time in vears required to eam $100
interest on an investment of $2500 at a rate of 8%.

Step 1. ldentify the given values. The given values are / = 5100, P = 52500, and R = 8%,
which equals 0.08. '

Step 2. Substitute the given values into the formula.

100 = (2500)(0.08)T
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