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FN221: Assignment4
1) [bookmark: _GoBack]What type of housing would you suggest for people in the following life situation?
a. A single parent with two school-age children.
Since this family consists of a couple with young children, so it could be implied that this new marriage couple seems to have a well-prepared planning of their future lives as I suppose here that they have been through a traditional marriage ceremony, so meaning that they each of them should have been prepared their prudential saving accounts before both of them getting married. Therefore, with the adequate certainties their life is going to be, I would suggest this family to rent a home. Since this single parents’ kids were still at a school-age, therefore by renting would promote mobility in the case that those children grow up and planning to move out somewhere as there is minimal financial commitment in renting a house. Also, with their own house, it’s better than living at an apartment as there is more room available for children to enjoy their activities and rental housing can provide facilities for children in a family-oriented area with suitable environment for children. Also, it is more likely to assure some degree of home security.		
b. A two-income couple without children.
In case of a couple without children and suppose they are a young couple, I think that at this time, they’re not ready for home ownership as there are many uncertainties in their life. Thus, I would suggest them to rent apartment because it will be easy to move in or move out anywhere when there are another good opportunity in their life since a young couple doesn’t have much burden which need high responsibility in their life, thereby, they may come up with a new life-path at anytime. Hence, renting an apartment requires fewer responsibilities for maintenance and also minimal financial commitment for a two-income couple who has no children at that time.
c. A person with both dependent children and a dependent parent.
For this family, as a person, he needs some durable certainties in his life as he needs to be responsibility in order to take care of his children and parents. Therefore, I would suggest him to purchase a house as to meet financial and other family needs, which can also get tax benefits and being pride of ownership. Since there seems to be large family, by staying at their own house would gives everyone the better standard of living and fulfill their utilities. However, to avoid any other disadvantages in purchasing a house, he should select housing that requires minimal maintenance, offer convenience, and provides wide ranges needed services.
d. A couple near retirement with grown children.
Due to nowadays trend of aging society, some research cited that many of retirement couples seem to interest in living at condominium instead of house. With the substantive life of a retire couple whose children was no longer at home with them, I would suggest them to rent a condominium that provides convenience and flexibility for changing needs and financial situation. By living in condominium requires less living expenses than owning a house meaning that there is fewer maintenance responsibilities than house, so it would be the most suitable place for an aging couple who is nearly retire adhere their remaining lives there.
2) Which mortgage should result in higher total payments?
Mortgage A:  $970x12x30=$349,200
Mortgage B:  $760x12x5+$1,005x25x12=$45,600+$301,500=$347,100
3) What are the two main types of consumer credit?
1. Closed-End Credit
In this type of loan or credit arrangement, the full amount owed must be paid back by the borrower by a set point in time which is used for specific purpose and involves a specified amount. Most real estate and auto loans are considered as closed-end credit. Closed-end credit involves installment sales credit and installment cash credit.
2. Open-End Credit
Line of credit such as an overdraft or credit card facility where (other than the maximum credit limit) no restrictions are placed on withdrawals and repayments. Any amount deposited in an open-end credit account is available for re-borrowing, and interest is charged only on the outstanding balance which may be paid off at any time (within its term) without early payment penalty.
4) What are the general rules of measuring credit capacity?
· Debt Payments to Income Ratio: 
A debt-to-income ratio is one way lenders measure your ability to manage the payments you make every month to repay the money you have borrowed. An ideal debt-to-income ratio should be 15% or less. Ratios between 15% and 20% may lead to problems making payments while paying other bills on time. Once the ratios exceed 20%, problems with repayment increase dramatically. At this point, seeking help from a trained consumer counselor may be needed.
· Debt to Equity Ratio: 
The debt to equity ratio measures the amount of mortgage, or debt, to the total value or price of a home. Expressed as a percentage, this number often influences the terms you'll be offered for new mortgage loans. Typically, interest rate and terms, along with closing cost fees, are determined by debt to equity percentages. The lower the debt to equity ratio, the better the terms you'll often receive from mortgage lenders. The ratio outcome should not be above 0.50
5) Since the market value of Michael Tucker’s home is worth at $150,000, by assuming that he can borrow up to 80 percent of the market value, so it means that he can borrow total amount of 80%($150,000)=$120,000. However, with his remaining mortgage balance of $50,000, in order to know the maximum amount he can borrow, we need to subtract his remaining mortgage balance with the total amount that he can borrow so we get the maximum amount of $70,000 that Michael Tucker can borrow.
