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ASSIGNMENT 4
1. Explain what amortization is and how down payment and loan duration impact it?
Answer    Amortization is the paying off of debt with a fixed repayment schedule in regular 
installments over a period of time. Amortization is decrease in term of interest rate payment. 
In the first period of payment, the payment will pay much on interest rate. However, interest rate
payment will be decrease in the next of each period, consecutively, because the principle is 
being deducted by the payment. In the case of down payment, amortization will decrease in 
each of the payment has been paid due to the decrease of principle which has been paid every 
period. If we perform with loan duration, it will also less payment for amortize when the time 
pass but higher interest rate in each period.
2. What is the importance of health insurance and disability insurance in personal financial 

planning? 
Answer     The health insurance is performing to protect from risk which can be occur through 
many investments so it can be considered as defensive tool. For example, when I face some 
emergency problem which cause higher cost to pay, I can adopt my insurance for reduce the 
cost hence it will have an advantage for me when encounter with unpredictable obstacle.
For the disability insurance will give the benefit for me when I can’t do something by myself for
example emergency accident, unavoidable sick etc. This insurance will give me some  
compensate from my absent. This make me feel comfortable when face with emergency 
situation.
3. What is the life insurance? What is its purpose and principle?
Answer   Life insurance is the program that will give the amount of money to your descendant 
when you passed away in case you have to register for buying insurance first before receive  
benefits and the issuer will collect the premium for the buyer depend on mortality table. 
This will provide the benefit with the family that concern about their financial descendant
generation. In addition, issuer will impose coverage period for buyer to choose between 
which period that buyer predict to get benefits. Unfortunately, if buyer stay alive after the 
coverage period, they will none of benefits. The issuer will make profit from predict accurate 
mortality table to attractive many buyers.
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?
Answer    The allocation of assets in many company which have opposite correlation will help
to reduce this kind of risks because when the economic downturn take place, instead of  
suffering from one investment that have direct impact from economic recession, you will gain 
benefits from other due to the opposition of these two investment choices. Some company will
have advantage from this situation and their stocks will increase. Therefore, various investment
will provide the optimal alternatives to reduce the impact from this economic downturn.
