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Assignment 4
1) What type of housing would you suggest for people in the following life situation?
a. A single parent with two school-age children
I would like to suggest this parent to purchase low maintenance housing such as rental housing to meet financial and social needs of family. Rental housing can provide suitable environmental for children and some degree of home securities. Moreover, renting a house has some advantages such as easy to move, have more room than apartment and minimal financial commitment.
b. A two income-couple without children
I would suggest them to purchase housing and rental housing. They could purchase housing for financial or tax benefits and to build long-term financial securities. Or they could renting a house due to they don’t have any child to being more convenience and have a flexible lifestyle. Also, they could purchase for a condominium due to the fewer maintenance responsibilities than house.
c. A person with both dependent children and a dependent parent
I would suggest this person to purchase a big size of house because there are many people live together so the big house would be suit and convenient to them. However it could be too expensive for this person to purchase a big size of house if this person is responsible foe all expenditure.
d. A couple near retirement with grown children 
I would suggest this couple to rent a house that can meet financial, social and physical needs since they are likely the get a lower income comparing to other group. Or they could purchase a house that requires minimal maintenance, offers convenience, and provides needed services. 
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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
Mortgage A: $970 x 360 months = $349,200
Mortgage B: ($760 x 60 months) + ($1005 x 300 months) = $347,100
Therefore, mortgage A results in higher total payments.

3) What are the two main types of consumer credits?
Two main types of consumer credits are Closed-End Credit and Open-End Credit. Closed-end credit is a type of credit that should be repaid in full amount by the end of the term, by a specified date such as mortgage lending and car loans. Open-End Credit is a pre-approved loan between a financial institution and borrower that may be used repeatedly up to a certain limit and can subsequently be paid back prior to payments coming due.






4) What are the general rules of measuring credit capacity?
There are two general rules of measuring credit capacity: Debt Payments to Income Ratio and Debt to Equity Ratio. Debt Payment to Income Ratio is calculated by using monthly debt payments divided by monthly income which it should not exceed 20%. Debt to Equity Ratio is calculated by using liabilities divided by net worth which the value should not go above 0.50.

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?
Present value of Michael’s home is $150,000. If he can borrow up to 80% so the value is $150,000 x 80% = $120,000. However his remaining mortgage balance is $50,000 so the maximum amount that he can borrow is $120,000 - $50,000 = $70,000. 
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