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1) What type of housing would you suggest for people in the following life situations?
a. A single parent with two school-age children.
The single parent likely to concern more on security and protection of their own children since no one can look after them except themselves. So, renting a house is preferable because it provides an environment that suited for two school-age children, for example; they can play around in wider space within area with the eye on them. Also, a single parent has less time to keep all the thing in places or even have to move frequently due to the school location so renting a house is easy to move and less maintenance.
b. A two-income couple without children.
	Renting a apartment is suitable because they would want to keep some amount of money saved for their future plans such as marriage, car, and house. So, they would have to pay only some rent fees per month which is less than other alternatives. Moreover, they can choose the apartment that is closest to their workplaces and public transports to save costs. Also, the apartment provides great layouts and facilities that fit a two-income couple.
c. A person with both dependent children and a dependent parent.
	Owning a house is the best choice for a big family with parent, a person, and children because they likely to stay there forever so moving to other places may be costly. Owning a house is also a pride of ownership, the family wants to be accepted in the society with their status and roles. Importantly, having a house as owned can reduce the tax and gain other financial benefits which reduce the cost of payments and expenses as well.
d. A couple near retirement with grown children.
	The probability that a couple received high income is very low since they are retired. The only money they can use may be given in fixed amount of income from their grown children or their own properties’ value sold. So, owning an apartment is reasonable because it is cheaper than owning a house and the space is suitable for two person. It reduces maintenance responsibility which they are hardly to do so.
 

2) Which mortgage would result in higher total payments?
Mortgage A: $970 a month for 30 years
· $970 * 360 months = $349,200
Mortgage B: $760 a month for 5 years and $1,005 for 25 years
· ($760 * 60 months) + ($1,005 * 300 months) = $347,100
Therefore, mortgage A would result in higher total payment.
 3) What are the two main types of consumer credit?
	The two types of credit are closed-end credit and open-end credit.
Closed-end credit
· The full amount owed must be paid back by the borrower by a set point in time which it must be borrowed for a specific purpose and specific amount.
· The owner retains some form of control over the ownership or a written agreement until all payments have been completed
· Most common used for this type of credit are real estate and auto loans.
Open-end credit
· Be able to purchase any goods but within or equal to a maximum amount of credit that the lender specified.
· Borrower will be billed periodically to make at least partial payment.
· There is a cost of using this type of credit that depends on creditors’ decisions which are adjusted balance method, previous balance method, and average daily balance method.
· Credit cards and home-equity lines of credit are the examples of open-end or revolving lines of credit.
4) What are the general rules of measuring credit capacity?
Even Though it is hard to calculate the credit capacity but there are certain rules that can be followed which are debt payment to income ratio and debt to equity ratio.
Debt payment to income ratio
· It is suggested that you should not spend more than 20 percent of net (after-tax) income on credit purchases which can be calculated by 
= Monthly Debt Payment / Monthly Income
Debt to equity ratio
· It is recommended that you should not exceed 0.5 of your equity or net worth which can be calculated by
	= Liabilities / Net Worth
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?
Since we assume that Tucker can borrow up to 80% of his house market value which is &150,000. So, the total amount of money can be borrowed is ($150,000 * 80% = $120,000). However, his remaining mortgage balance is $50,000 meaning that the maximum amount he can borrow is ($120,000 - $50,000 = $70,000).
