Formula of EMI (Equal Monthly Installment) under adjustable interest rate system:
                                            i

EMI =  P  x                        

                                       1 – (1+i)-n
Where 

P = Amount of Loan e.g. Rs.1,00,000

i =  Interest rate p.a. (In case of monthly installment it should be divided by 12) e.g. if the interest rate p.a. is 8% then i will be 0.08 (in case of yearly installment) and 0.08/12 i.e. 0.0067 (in case of EMI) 
n = Tenure of loan i.e. no. of installments to be paid e.g. if the tenure of the loan is 1 year, value of n will be 1 x 12 = 12

Problem

Loan: Rs.1,00,000

Interest Rate: 8%

Tenure: 1 year:

Calculate EMI.

Here,

P = Rs.1,00,000

i = 0.08/12 = 0.006666667

n = 1 x 12 = 12

                                                   0.006666667
EMI = 1,00,000 x  

                                             1 – (1+ 0.0067)-12




                                                     0.006666667

 
 = 1,00,000 x 

                                                   1 - 0.92299464                           



                                          0.006666667

= 1,00,000 x   

                                                      0.07700536


= 1,00,000 x                 0.0865740644
  = Rs.8657.40
If all fractional figures are considered, the result will be Rs.8698, difference arises due to approximation.
