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FN281 – Individual Assignment 1
1) Discuss one Insurance product and comment on its benefits
AIALINK REGULAR PREMIUM (UNIT LINKED)
	AIA link pay annuities (unit linked) or AIALINK Regular Premium (Unit Linked) is life insurance for the benefit of life insurance protection. Along with an opportunity to get return on investment in the fund that has been carefully selected by professionals.
	This type of insurance commitment was firstly introduced to Thai market in 2009 but , in the world market, it has been gained substantial interests and attention from investors due to its high return compared to other long-term financial instruments, which is considered to beat up inflation in terms of returns from financial markets.
AIALINK Benefits and Characteristics:
1. High Return: Opportunities to receive return from investments higher than normal average of other insurance alternatives. Since, a part of premium payments made by policyholder would be invested in variety of funds well selected by experts. 
2. Customized Investment: Policyholders can choose the level of risk they are able to accept for their investments through fund, ranging from low risks (cautious), medium risks (balanced) to high risks (Adventurous). Each holder can switch their investment options to best suit their lifestyles and financial constraints. In addition, the amount of premium payment and the number of payment period can be optimally chosen to match preference of the policyholder and financial confinement, such as at least 24,000BHT per year or at least 12,000 BHT per six-month period.
3. Flexibility and Liquidity: Policyholders can optionally modify the total of investment by increasing the amount of premium payments or reselect the invested funds throughout the time coverage without any additional payment. Moreover, some amount of money investment can be withdrawn to satisfy the needs of holders for any specific financial objective. 
4. Transparency: AIALINK enables the policyholders to easily check the transaction records and current values through www.aia.co.th/customer
5. Long-term coverage: Anyone can purchase AIALINK if he/she has an age of at least 1 month but not exceed 70 years. And the time coverage would last long until the policyholder is 99 years old, which is a very long time interval. Thus, this can alleviate many concerns of policyholders, e.g. financial status of beneficiaries and unexpected expenses after retirement. 
6. Tax Benefit: Premium payments, along with some related expenses in insurance procedure, can be use as a tax reduction for personal income.
7. Automatic fund-rebalancing: The portion of each investment assets will be automatically rebalanced to maintain the same level of risks that the policyholders initially accepts to prevent any additional risk exposure that can occur from price volatility and external uncertainties.
Link to AIALINK Brochure: http://www.aia.co.th/content/dam/th/th/docs/brochure/Update2015AIALINK_RP_web%20resize.pdf

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 
For Mortgage A,
Total Payment = $970 x 360 = $349,200
For Mortgage B,
Total Payment = ($760 x 60) + ($1005 x 300) = ($45,600 + $301,500) = $347,100
Therefore, Mortgage A results in higher total payment than Mortgage B for $2,100.

3) What are the two main types of consumer credit?
Consumer credit falls into 2 main categories, closed-end (installments) and open-end (revolving) credits.
1. The Closed-End Credit: This form of credit is used for a specific purpose, for a specific amount, and for a specific period of time. Payments are usually of equal amounts. The examples are mortgage loans and automobile loans. An agreement, or contract, composes of the repayment terms, such as the number of payments, the payment amount, and how much the credit will cost. 
However, with closed-end credit, the seller retains some form of control over the ownership (title) to the goods until all payments have been completed. For example, a car company will have a "lien" on the car until the car loan is paid in full.
2. The Open-ended Credit: loans are made on a continuous basis as you purchase items, and you are billed periodically to make at least partial payment. There is a maximum amount of credit that one can use, called line of credit. Unless you pay off the debt in full each month, you will often have to pay a high-rate of interest or other kinds of finance charges for the use of credit.
Using a credit card issued by a store, a bank card such as VISA or MasterCard, or overdraft protection are examples of open-end credit.
 

4) What are the general rules of measuring credit capacity?
There are 2 general rules of measuring credit capability.
1. Debt payment to monthly income: by adding all monthly expenses not including mortgage and divide this amount by monthly income. The result should not exceed 20% while the preferred rate is approximately 15%.
2. Debt to Equity: by dividing liabilities by personal 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?
In this case, an appraised value of home is equal to $150,000, then, the potential maximum for Home Equity Line of Credit and Regular Mortgage Combine which based on appraised value (max 80%) will be $120,000​. To find the maximum amount Michael can borrow, the balance owed on mortgage of $50,000 must be deducted.
Therefore, the Maximum credit limit on Home Equity Line of Credit is equal to $70,000.
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