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FN221 Assignment#4

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 suggest the rental housing for the single parent with two children for following reasons.
· It provides more rooms than apartment (more suitable environment for school-age children)
· It requires less financial commitment and low maintenance. (more suitable for single parent who look for low initial cost)
[bookmark: _GoBack]
b. A two-income couple without children.
	In my point of view, the couple should own condominium because they do not require extra indoor and outdoor space for children or for a pet (if they do not have) so that they do not have to pay extra utility bills and also extra furniture. Since they have (certain) income, they might have ability to cover the maintenance and the common area fees. Owning condominium also allow them to allocate in urban areas.
	
c. A person with both dependent children and a dependent parent.
	In this case, owning a house is suggested because he/she does not look for mobility. This option might meet his/her family especially for the house located in family-oriented areas and he/she can get tax benefits.

d. A couple near retirement with grown children.
 	Rental housing might be their option because their children are not at home anymore. The couple might find the option that suit with their financial situation and their lifestyle, which is renting a house or buy a low-maintenance house. These two options would meet their social and physical needs 

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 will result in higher total payment
	For mortgage A, total payment would be 970*30 = $29,100
	For mortgage B, total payment would be (760*5)+(1005*25) = $28,925
 	




3) What are the two main types of consumer credit?
	The two main types are close-end credit and open-end credit. For close-end credit, consumers receive a certain amount of credit to purchase a few goods, car loan as an example. Then consumers will repay credit over a period of time instead of paying in lump sum amount. An example for open-end credit would be credit card. Consumers are allowed to use up credit repeatedly and pay off at the end of period.

 
4) What are the general rules of measuring credit capacity?
 	Credit capacity refers to the consumer’s ability of paying back loans.
The general rules would be about consumer’s job, his/her salary and certainty of the income, alternative sources of income, his/her dependents, and other claims on his/her income.

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?
	The maximum amount that he can borrow would be $70,000. 
	The calculation for the result: (market value of home x percentage of maximum borrowing) – remaining balance on mortgage or (80%*150,000) - 50,000 = 70,000
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