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1. Explain what amortization is and how a down payment and loan duration impact it. 
Amortization is the process of paying off a balance over time with regular, equal payments. With loans, each monthly payment looks the same, but the payment is made up of several parts that change over time. A portion of each payment includes the interest costs and reducing loan balance. At the beginning of the loan, interest costs are at their highest. As time goes on, more and more of each payment goes towards your principal (and you pay less in interest each month). If down payment is high, loan amount will be smaller which also means lower beginning balance for amortization leads to lower interest payment. According to loan duration, higher duration means longer payment periods and lower monthly payment but you’ll pay more in interest.

[bookmark: _GoBack]2. What is the importance of health insurance and disability insurance in personal financial planning? 
The function of insurance is to protect you against losses you can't afford. Health insurance is a form of protection that eases the financial burden people may experience as a result of illness or injury. For Disability income insurance, it replaces a portion of the income lost when you cannot work because of illness or injury. 
Unplanned healthcare costs in retirement will be a primary reason many people fail to meet their retirement goals and objectives. So, these insurances is a protection against financial loss which is important to your financial plan helping you to reduce the risk.

3. What is life insurance? What is its purpose and principle? 
Life insurance is a protection against financial loss that would result from the premature death of an insured. The named beneficiary receives the proceeds and is thereby safeguarded from the financial impact of the death of the insured. It is a pooling or sharing of losses which incurred by the few over the entire group, so that in the process, average loss is substituted for actual loss.

4. Joe and Jane are both 35 years old. Although they graduated from college almost 15 years ago, they have never developed a diversified investment program. What extra money they had was invested in high-tech stocks that did quite well. Then, with the economic downturn, they encountered major losses. How could asset allocation have reduced the dollar amounts of the Joe's and Jane's losses? 
During economic downturn, they can limit their loss by using diversification which is especially important during a recession, when particular companies and industries can get hammered. Diversifying across asset classes can also act as a check on portfolio losses and reduction to their portfolio. So, should focus in long term plan and invest in various asset classes because there are other asset classes that can perform better during economic uncertainties such as fixed income and commodities.

