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nor to (Mirisi .cr sonic of tin- inorv c^ist'iitiul fi'atiiit's of cacK

method as follows

:

1. Tiio iiistalinont method.

2. The iiiiiiiiity method.

.^. The sinking fund metho<l.

1. The Instalment Mefhoii.

Acoi-ilintr to the instalment method the loan is repaid

to the lendi'i by e<|nal aiiiniai instalment.s of |)rinei|ial. In-

terest is at the same time paid on the imlanee of the loan

unpaid. The amount of the annual payments jriadually

decreases, licinir somewhat lar<;e <lurin<j th" earliei- peri-xls

and comparatively small during the later periods of the

loan, the reason lieinj; that the interest chart;es decrease in

profiortion as the principal is reduced. This periixl is

merely an arithmetical calculation, involving only a tpies-

tion of simple interest on the amount of the loan from time

to time i-emaining unpaid.

Fnder this method a loan of $10,000 repayable in ten

years, hearing interest at (> per cent., would he repayable in

the years indicated as i'ollows:

Year Principal Interest Total
1 $1,000.00 $600.00 $1,600.00
5 1,000.00 ;J60.00 1,360.00

10 1,000.00 60.00 1,060.00

The lender's objection lo this method is that he is com-
pelled to acccj)! annually a portion rf the jirincipal. and
that lie is thei-efore obliged to repeatedly reinvest compar-
atively small amounts.

Till ratcpa\('r"s objection is that when expensive works
are undirtaken, involving a laige loan, the burden of laxu-

tion dur iil' the carliei' periods of the loan is so heavy as to

make the undertaking almost prohibitive, while if the

burden were ecjually di.stributed durjug the entire period
of the loan it would make the undertaking feasible. This is

esix'cially a| ;ilicable in the case of newly organized districts

where tli<' ratepayers are usually comparatively few in

number and ;it least able to pay during the earlier pericMl of

the loan. This objection cannot .•i])ply with eipial force to
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