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LOAN REPAYMENT STRATEGIES AND BENEFITS 
 
One can utilise various strategies to repay the loan based on the funds available, be it an incremental strategy or ad hoc pumping of funds into loan 
account. Let us explore various cases and their implications. 
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For all the cases considered below, the loan rate is assumed to be 9%, and the investment rate is 12%. 
 
CASE 1: Regular EMI computation 

 
 

Here, for a tenure of 25 years or 300 months, we would be paying an interest amount of ~1.51Cr for a 1Cr principal, i.e. a total of close to 2.5Cr. 
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CASE 2: Incremental increase in EMI 

 

  

For the same tenure, if we increase the EMI by 6% year on year, we would be able to repay entirely within 149 months. 
The total amount that we would be repaying would be ~1.78Cr, which means we would be saving around 73L compared 
to Case 1.  
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CASE 3: Adhoc additional repayment of bonus amount as & when/if available 
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Here, at a certain point, if we are doubling the EMI amount in that particular month(s), this shows how the total repaid amount gets reduced and so 
does the repayment tenure. How much is Tenure reduction and interest, and what company it with the original period interest and Tenure 

However, the table below shows that if we had invested that extra amount in a 12% returns instrument for the same tenure, how would the fund grow? 
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CASE 4: Additional Bonus + Additional EMI repayment 

As you can see in the above examples, when both the cases, i.e., the additional amount and the additional EMI amount, are paid, the total repayment 
amount and the total tenure required to clear the loan will also significantly reduce. 
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BIRD’S EYE VIEW OF ALL THE ABOVE CASES: 
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SUMMARY: 

1. Most of the scenarios stated above like % increase in EMI year on year, bonus added to loan at any period, and Extra EMI added at any period are 
considered as to investing the same proceeds at a better-yielding funds. 

2. The best scenario is based on actual numbers which need to be considered in the calculation. This will differ from client to client. 

3. One simple rule we can see across all the cases is that if the return rate is greater than the loan rate, then we could have some significant savings. 
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