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1. A.) Owning an apartment
· Due to her children’s education, she would like a place where she can settle down for a long time, so mobility is not necessary and owning a house or an apartment may be better alternatives. 
· As a single parent with 2 school-age children, she may not have much free time, so less maintenance responsibilities of an apartment compared to a house must be preferred. 
· A family with three members is considered very small, so large space is not needed.  
· Utility expenses are less than those of owning a house. That supports the parent’s financial situation as well.

B.) Renting an apartment
· As they have no children or parents to take care of and there is still a chance for a better job, the couple may require mobility. Owning a house or an apartment obligates them with a financial commitment.
· As a small family, large space is not needed, and utility expenses, as well as, maintenance responsibility can be reduced

C.) Owning a house
· As a big family, frequent moving may be more costly, so finding a place where they can stay for a long time seems like a good idea. In other word they do not need mobility.
· Large space for activities of a big family suits their lifestyles, so they’d better owning a house.

D.) Owning an apartment
· As a couple is near retirement, there is only a little chance for advance in career, so they might want to settle down somewhere and no need for mobility.  
· Their grown children might rarely stay at home as they have to work and do not want that much space. Moreover, it reduces maintenance responsibilities which elders are struggle to do it. Therefore, owning an apartment is more suitable.

2. Mortgage A : $970 a month for 30 years
Mortgage B : $760 a month for 5 years and $1005 for 25 years
Mortgage A : $970 * 360 months = $349,200
Mortgage B : $760 * 60 months + $1005 * 300 months = $347,100



3. The two main types of consumer credits
 1.) Closed-End Credit
       • 	Used for specific purpose and involves a specified amount. ( eg. Mortgage loan, Automobile loan )
•  	It usually involve a written agreement for each credit purchase. A down payment may be required, with the balance to be repaid in equal monthly payments over a period of time. Generally, the seller holds title to the mechandise until the payments have been complete.
              2.) Open-End Credit
· Normally used to make small purchases at different store. Examples are credit card and overdraft lines.
· You can make credit toake any purchase you wish if you do not exceed your line of credit card.
· You may have to pay interest or other finance charges for the use of such credit. Ex : credit card, smart card, debit cards.

4. The general rules of measuring credit capacity
   	1.) Debt payments to income ratio
   	2.) Debt to equity ratio

5. PV of Michael's home worth $150,000. If he can borrow up to 80%, he can borrow 150,000 * 80% = $120,000. However, he have remaining mortgage by $50,000. Hence, the maximum amount he can borrow is 120,000 - 50,000 = $70,000.


