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1. Explain what amortization is and how a down payment and loan duration impact it. 

Answer
Amortization, by definition, is the process of decreasing an amount over a period. 
View in the amortization on car or house loan, it is process by which your loan principal decreases over the life of the loan

So, Amortization is the way that payment of debt regularly installs to deduct of capital expense which owe to the bank and there is a charge of interest of remaining Principal.


To illustrate how down payment and loan duration impact
Source : http://www.wyzant.com/resources/lessons/accounting/liabilities[image: ]
From the table

The impact from down payment
-Down payment is the amount of payment that you initially pay to the seller. The remaining is the amount that you owe to the bank which is “principal” that bank will calculate interest you have to pay each period. (From the table above, Beginning Balance in the first period is the remaining Principal you have to pay to the bank after deduct down payment which interest is charged on.)
Therefore, the more is your down payment, the less is your principal which leads to less interest payment. 
The impact from duration
-Duration is the length of period you make payment. When the length of payment is longer, of course, each Period payment will be reduced. (From the table, column “Scheduled Payment”)but amount that will deduct of principal will decrease as well, thus interest on the next period will increase in consequence of higher remaining principal in next period.
Therefore, from the table, column “interest”, there will be more period that interest charge on higher remaining principal, thus total payment on interest increases.








2. What is the importance of health insurance and disability insurance in personal financial planning? 

Answer
important of health insurance
  	- simply, It help to reduce the risk of financial suffer from illness and injury, As you never know when an accident may occur. Therefore, it provides you the way out of high cost medical care when you need it.
Consequently, illness and injury is less likely to impact your financial planning since you know amount you pay on each period and there is no unexpected use of money from health medical care.
Important of disability insurance
  	- In the same way of reducing the risk of financial planning, disability insurance will play role and response of  some payment such as food, mortgage payments, and other monthly bills. 
In the other word, it is insurance for those who is incapacity of regular working happened by disability.
  	In conclusion, both health and disability help in personal financial planning in such a way that it reduces that amount of unexpected cost of both from health medical care and cost come from in ability to work.

3. What is life insurance? What is its purpose and principle? 
Answer
-Life insurance provides financial protection mainly when the policyholder has pass away.Benefit will goes to his family. However, there are some benefits during the policyholder life. Benefits of Life insurance are usually income tax free, help in retirement, estate planning, provide fund for children and family, children education and also in saving.
Purpose
1. protect the policy's family financial – such as children education
2. estate planning –transferring business to children
3. Investment for retirement planning- The cash-value portion of permanent life insurance
4. Forced saving – help in saving

Principals 
1. Family should select policies that fit their financial need
2. Family should select plan fit their ability to pay for the insurance
3. Family should read policy carefully
4. Family should review and revise the program for any change and need.


4. Bob and Mary Martin 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 until the last five years. Then, with the economic downturn, they encountered major losses. How could asset allocation have reduced the dollar amounts of the Martin's losses? 
Answer
	-Firstly, situation analyst, Bob and Mary Martin has put all extra money they had invested in high – tech stocks. Then,the economic downturn.
	In this case Martins has unmanaged risk of asset allocation which is the process of spreading their asset among several different types of investment in the purpose of lessen the risk. Martins could have taken a more diversified approach to allocate some to invest like mutual fund, corporate bond, government bonds or real estate. 
	in conclusion, because of putting money in on basket, when there is unexpected circumstance, there will be reduce in every money we put in that basket, in this case stock.
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Preparing and using an Amartization Table, Year-end Balances and Adjusting Journal Entries

On April 1, 2005, Mike's Bikes, Inc. signed a S-year, §50,000 note payable to 6th National Bank in conjunction with the
purchase of equipment. The note calls for interest at an annual rate of 8%, with payments of § 1,013.82 per month starting
May 1, 2005, The note is fully amortizing over a period of 60 months. The bank sent Mike an amortization table showing
the allocation of monthly payments between interest and principal over the life of the loan. 4 small part of this

amortization table is llustrated below,

[ Enter Values [ Loan Summary |
Loan Amount] § 5060000 Scheduled Payment § 10136
Annual Interest Rate 00 % Scheduled Nurber of Payments 60 d
Loan Period in Years 5 | Actual Number of Payments &0
Nurnber of Payments Per Year 12 Total Ealy Payments § B
Start Date of Loan ajianns, Total Interest § 10,829, 18

Optional Extra Paymments

[Ei National Bank

Lender Nami

Pmt  Payment  Beginning Scheduled Ending

No.  Date Balance Payment __Principal __Interest Balance
1 5005 § 5000000 § 101382 § 60049 § 33333 § 4931951
2 6/1/2005 4331951 101382 66502 32880 4853449
3 7/112005 4853443 101382 669.59 32423 4734490
4 6/1/2005 4734490 101382 694.19 31983 4725071
5 9/1/2005 4725071 101382 69881 31500 4655190
6 10/172005 4655190 101382 703.47 31035 4584843
7 1142005 4584843 101382 708.16 30566 45,140 26
6 12172005 4514026 101382 71288 30034 4442738
El 1112006 4442738 101382 71784 296.18 370974

Inthe leszon on financial assets we prepared a Bank Reconciliation to determine the correct Cash account balance.

also entered journal entries to correct any errors and journalize any unrecorded transactions,
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