Individual Assignment
Chinnaree Leenabunjong 5704640274

1) What type of housing would you suggest for people in the following life situations?

a. A single parent with two school-age children.
	One room of condominium with two bedrooms
b. A two-income couple without children.
	One room of condominium with two bedrooms
c. A person with both dependent children and a dependent parent.
	A duplex house
d. A couple near retirement with grown children.
	A house with great facilities
 

2) Which mortgage would result in higher total payments?

Mortgage A: $970 a month for 30 years

[bookmark: _GoBack]Mortgage B: $760 a month for 5 years and $1005 for 25 years
	For mortgage A: 970 x 30 x 12= $349200
	For mortgage B: 760 x (5x12) + 1005 x (25x12) = $347100
 	With this calculation mortgage A have higher total payment than mortgage B

3) What are the two main types of consumer credit?
	Consumer credit is a way for people who spend money on products to get an advance on the money required to pay for the object. So there are two main types of consumer credit which are Installment Closed-End Credit and Revolving Open-End Credit.
Installment closed-end credit allows the consumer to receive a certain amount of credit to purchase one item or a few goods. Such as a car loan. The car company offers the consumer credit to buy the car. The credit does not extend beyond the sales price of the car. In addition, the person pays the credit in installments over a period of time instead of paying it back in one lump sum.
Revolving open-end credit is the type of credit a consumer typically finds with a credit card. The consumer has a specified amount of credit she can use or not use at her leisure. Then, the consumer must pay off part of the credit she uses at the end of a period, normally a month. The credit does not close unless the company offering the credit closes the account. Since it usually does not close, this makes the credit revolving.
 



4) What are the general rules of measuring credit capacity?
	There are two rules of measuring credit capacity which are Debt payment ratio and P/E ratio.
Debt payment ratio ​measures an individual's ability to manage monthly payment and repay debts. The equation is monthly debt payments /monthly income
P/E ratio measures ​ how much you are paying for each $1 in earnings of your income The equation is 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?
	Michael’s home has present market value=$150000(0.8)=$120000 
	He still owes $50000 mortgage on his home
	Therefore, he can borrow a maximum = 120000-50000=$70000
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