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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.
 -He or she should choose the house that not to big and low preservation cost because only one member can finance for all cost in the family. Since there are children in the family, the house should have small garden for children to play around and it located in the village for a good security. 
b. A two-income couple without children.
 -If they have a stable financial position and good credit, they should buy the house that have the room for their baby if they want to have the children in the future. The house should locate not to far from their office. The buying expense can reduce taxation of them in each year to save cost of buying house.
c. A person with both dependent children and a dependent parent.
 -He or she choose rent or buy the house that not to big, low maintenance cost and easy to take care of the house. And it choose locate near the community place such as hospital, school, market and etc. for the children and parent.
d. A couple near retirement with grown children.
 -They should choose the house that suit to their financial position, how much money that they have to arrange for using in the rest of their life. The house should have a little garden for them to relax when they retire and locate near the hospital for emergency situation.
 
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
A = 970 x 12 x 30 = $ 349,299
B = (760 x 12 x 5) + (1005 x 12 x 25) = $ 347,100
Mortgage A will result in higher total payment

 3) What are the two main types of consumer credit?
Installment credit and Noninstallment credit. 
1. Installment credit, also called closed-end credit, includes loans that require the borrower to repay the principal mount in equal periodic payments, usually monthly. A loan to purchase an automobile is one example of installment credit. It’s also a popular method of financing other high-end appliances and electronics, such as refrigerators, washing machines or computers. The lender will ordinarily retain the title to the property (if one exists) until the loan is paid completely. These fixed-payment loans typically provide the borrower with very little repayment flexibility.
2.Noninstallment credit, which essentially includes all forms of consumer credit other than fixed-payment loans, is comprised of single-payment loans and loans that permit the borrower to make irregular payments and to borrow additional funds without submitting a new credit application. This latter type of loan is also known as revolving- or open-end credit.

4) What are the general rules of measuring credit capacity?
	Debt payment to income ratio = monthly debt payment/monthly income
This should not exceed 20% because you have to make sure that you cover all your expense and still have money left to pay loan monthly payment
[bookmark: _GoBack]	Debt to equity ratio = liabilities/net worth
It should not exceed 0.5, in this formula we don’t take mortgage into account of liabilities.
 
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?
	The maximum amount he can borrow is 70000
80% of 150000 = 120000
120000-50000= 70000
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