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1) What type of housing would you suggest for people in the following life situation?
a. A single parent with two school-age children
At school-age, children require a lot of money to look after them. Moreover, the parent are single so they can’t effort high quality house which come with high cost. So, I would recommend this single parent to rent a house instead of paying the house loan. Ofcause, the house might be low quality but rental have its advantage of moving and relenting.   
b. A two income-couple without children
Their income exceeding the cost of living assuming they don’t have parent to take care and without children they can save huge amount of saving. So, I would recommend that that they should buy a one fine house with good deal of paying for interest loan and the left amount of money they should invest buying condominium to use its facility and arbitrage in the future.
c. A person with both dependent children and a dependent parent
I would suggest this person to purchase a medium house which can contain huge family members. The cost of this house might be high but it is worth investment to do.
d. A couple near retirement with grown children 
When you get old you will need simple and nice weather place to live. So, they should buy one floor out town house with will benefit physically and financially. The house will have a low cost because it far and only one floor and the weather is suit for them physically.  

2) Which mortgage would result in higher total payments?
Mortgage A: $970 a month for 30 years 
Mortgage B: $760 a month for 5 years and $1005 for 25 years
Mortgage A: $970 x 360 months = $349,200
Mortgage B: ($760 x 60 months) + ($1005 x 300 months) = $347,100
Therefore, mortgage A results in higher total payments.

3) What are the two main types of consumer credits?
There are two main types of consumer credits. First, Closed-end credit is a credit that will paid in specific date in the contact and repaid in full amount of lending, such as mortgage lending and car loans. Second, Open-End Credit is a repeated which borrower can borrow in the specific amount the contract to the lender and if borrower pay debt on time or without default then borrower can borrow it for the next time.








4) What are the general rules of measuring credit capacity?

There are two general rules: First, Debt Payment to Income Ratio is calculated by set monthly payment to be nominator and income for the denominator to get the ratio. The ratio should not exceed .2 or 20% when calculated. Second, Debt to Equity Ratio is calculated by using liabilities as a nominator and use net worth as a denominator. The result should not goes over .5 to be a good ratio.

5) A few years ago, Michael Tucker purchased a home for $100,000. Today, the home is worth $150,000. His remaining mortgage balance is $50,000. Assuming that Michael can borrow up to 80 percent of the market value, what is the maximum amount he can borrow?
Present value of Michael’s home is $150,000. If he can borrow up to 80% so the value is $150,000 x 80% = $120,000. However his remaining mortgage balance is $50,000 so the maximum amount that he can borrow is $120,000 - $50,000 = $70,000. 

