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1. Explain what amortization is and how a down payment and loan duration impact it. 
Ans: Amortization is the paying off debt with fixed payment schedules example as Mortgage loan. In each payment, we pay for interest and principle. The down payment can reduce the principle amount of the loan and make the fixed payment become cheaper, in term of amount, not interest rate. The loan duration impact on the interest amount that we must pay for the loan. The longer duration of loan, the longer the interest that we must pay. As the time value of money, the longer duration loan will have higher interest amount than the shorter one, with the same amount of principle, because we pay for principle less and slower than the shorter loan duration.
2. What is the importance of health insurance and disability insurance in personal financial planning? 
Ans: Health insurance is act as the defensive tool from the risk of medical and surgical expense incurred from the illness or injury that we must pay. Most of the medical expense is costly, this can protect us from financial loss that might occur from the costly medical expenses. Disability insurance also insured the risk of incapability of working that make us loss the wage or daily income that we must use. This insurance cover the daily expense when we are unable to work by provide us the compensation depend on the insurance term.
3. What is life insurance? What is its purpose and principle? 
Ans: Life insurance is a protection against financial loss that would result from the premature death of an insured. The named beneficiary receives the proceeds and is thereby safeguarded from the financial impact of the death of the insured. The death benefit is paid by a life insurer in consideration for premium payments made by the insured. The purpose of life insurance is to help people that depend on our income to be able to support themselves from the impact of our death. There is no reason for us to do the life insurance if we don’t have any dependents. 
4. Joe and Jane 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. Then, with the economic downturn, they encountered major losses. How could asset allocation have reduced the dollar amounts of the Joe's and Jane's losses? 
Ans: The asset allocation can help us diversify the diversifiable risk that make our investment become highly volatile to the market or economic risk. With diversification, our investment become less sensitive because only market risk is remained. Diversification can be done by invested or allocated our assets in various of correlation to the market. In this case, the asset that have negative correlation to the market will gain the benefit from the economic downturn and help compensate the losses that occur from positive correlated assets. This will help reduced the dollar amounts of Joe’s and Jane’s losses.




