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1) What type of housing would you suggest for people in the following life situations?
a. A single parent with two school-age children.
I would recommend a single parent to “rent” a house, condominium or apartment near children school as much as possible. Since, it would reduce the burden from picking up student form home to school or another way around. A single parent has to work alone. If children are be able to help themselves with school, it is a huge relief.

b. A two-income couple without children.
Purchasing a house with low maintenance housing cost might be a good choice sine a couple can get a pride of ownership. However, the financial commitment on buying a house is quite high and, when they have a child, financial responsibility will massively increase. And children’s school location should be the part of consideration. Renting a condominium or apartment may be a better choice to recommend.
c. A person with both dependent children and a dependent parent.
Since there are a lot of people relied on, I would suggest that person to consider a house. Depending on his financial situation, he may buy or rent. The choice is mainly based on, again, his child’s school location.
d. A couple near retirement with grown children.
There is no constraint on the choice. It is depended solely on their preference and financial situation. Owning of something either house or apartment would be a confidence that they will surely be able to live in that place for the rest of their lives and it will become a heritage for their offspring.
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
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3) What are the two main types of consumer credit?
· Open-end credit
· A preapproved loan that borrower can use repeatedly up to a certain limit
· A limit that borrower can use is referred to as a “line of credit”
· Example: credit card, car for cash
· Close-end credit 
· A loan that used for specific purpose and specific amount
· Generally, a creditor holds the merchandise’s title until the payment have been completed
· A written agreement for each credit purchase is required
· A down payment may be required with the balance to pay back in monthly basis
· Example: Mortgage, car loan
4) What are the general rules of measuring credit capacity?
· Debt payment to income ratio:	 
· It is recommended that the ratio should not exceed 20%
· Debt to equity ratio:	
· It is recommended that the ratio should not exceed 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?
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		Mortgage B

		Payment		$   760.00		Payment		$   1,005.00

		Nper		60		Nper		300

		Total		$   45,600.00		Total		$   301,500.00

		Grand total		$   347,100.00
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Market value 150,000 $       

Maximum amount 120,000 $        = 80%*150,000

Remaining loan 50,000 $           -

Available loan 70,000 $          
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Mortgage A

Payment 970.00 $         

Nper 360

Total 349,200.00 $ 
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				Mortgage A

				Payment		$   970.00

				Nper		360

				Total		$   349,200.00
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Mortgage B

Payment 760.00 $          Payment 1,005.00 $      

Nper 60Nper 300

Total 45,600.00 $    Total 301,500.00 $ 

Grand total 347,100.00 $ 


