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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.
[bookmark: _GoBack]Answer: You might consider about renting an apartment as it helps you to save money on electricity: since most apartments are smaller than houses, you save money on monthly electricity costs and it also helps you to save you money on utilities because apartments generally use less water and gas than houses, which can be very useful if you have a tight budget or only have one source of income. In addition, when you rent an apartment, you do not have to worry about performing any maintenance tasks yourself since a professional maintenance team is always available to keep everything in your apartment working properly. Moreover, when you live in an apartment, you do not have to pay any property taxes because you do not own the unit in which you live and living in an apartment means no mortgage payments, which can save you a substantial amount of money over time. With these reasons, you can have more time to care for your children and reduce the expense you might generate if you go for purchasing a house or condominium.
b. A two-income couple without children.
Answer: They can buy a condominium somewhere near the BTS or public transportation as they both work and earn money so it must be easier to take care of a room in condominium and the house with a lot of space. Buying a condominium could save the money paying for maid and there is a wide range of price of condominiums that might suit their interest. Moreover, for people deciding between renting a property and purchasing a condominium unit, condo ownership presents two financial advantages over renting, including the opportunity to build equity and the ability to take advantage of tax deductions for mortgage interest and property taxes. If a monthly mortgage payment would be approximately the same as monthly rent in a particular market, it may be financially advantageous to purchase rather than rent.
c. A person with both dependent children and a dependent parent.
Answer: You could consider owning a new house for your dependent housemate. With this option, you do not have to worry about your house being sold out from under you to out-of-province investors. If renting and faced with this scenario, you could find yourself faced with an unreasonable increase to your rent, thereby leaving you potentially homeless or too poor to eat. These increases could continue indefinitely so the investors can make more money or so that you will feel forced to leave and they can turn your building into a condominium. Furthermore, the price of real estate continues to increase every year, therefore purchasing real estate is one of the safest long-term investments you can make and owning a house gives you a feeling of belonging in that neighborhood and gives you the sense of putting down roots and getting established. There are also many neighborhood groups that you and your family can become involved in, and if you have children it may be of benefit for schools and friends.
d. A couple near retirements with grown children.
Answer:  They can consider renting a house to meet their financial, social and physical needs. As they are growing old, purchasing a house that requires minimal maintenance would offer them to have more convenience and provides needed services. It also lowers your cost of living as they no longer need to live in expensive areas near the office or in good school districts. Besides, when something breaks, they do not have to spend their day finding a person to conduct the repair or getting price estimates. They can simply call the landlord or administration office and put in a maintenance request.
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
Answer:

	A:	$970  360 months = $349,200



B:	($760  60 months) + ($1,005  300 months) = $45,600 + $301,500 = $347,100
So mortgage A would result in higher total payments ($349,200 > $347,100).
3) What are the two main types of consumer credit?
Answer:
- The Closed-End Credit which is used for specific purpose and involves a specified amount for instance; Mortgage loans, Automobile loans, Installment loans for furniture, appliances and electronics. It usually involves a written agreement for each credit purchase. A down payment for trade-in may be required, with balance to be repaid in equal monthly payments over a period of time. Generally, the seller holds title to the merchandise until the payments have been completed. Most common types of Closed-End Credit are as follow: 
· Installment sales credit that require the borrower to make down payment and usually sign a contract to repay the balance plus interest and service charge in equal installments over a specific period.
· Installment cash credit which is a direct loan of money for personal purposes such as home improvements or vacation expenses. No down payment and make payments in specified amounts over a set period.
· Single lump-sum credit which is a loan that must be repaid in total on a specific day.
- The Open-End Credit which is normally used to make small purchases at different store. Examples are credit card and overdraft lines. You can use open-end credit to make any purchases you wish if you do not exceed your line of credit – the maximum amount of credit the lender has made available to you Sometimes you may have to pay interest or other finance charges for the use/having of such credit for example; Credit Card, Smart Cards, Debit Cards, Gift Cards, Travel/ Oil Card, Home Equity Loans, and Car for Cash.
4) What are the general rules of measuring credit capacity?
Answer:
-The Debt Payments to Income Ratio (  ) which is a personal finance measure that compares an individual’s debt payment to his or her overall income. A debt-to-income ratio (DTI) is one way lenders (including mortgage lenders) measure an individual’s ability to manage monthly payment and repay debts. A low debt-to-income ratio demonstrates a good balance between debt and income. Conversely, a high DTI can signal that an individual has too much debt for the amount of income he or she has. According to studies of mortgage loans, borrowers who have lower DTIs are more likely to successfully manage monthly debt payments, so lenders prefer to see low numbers. The DTIs should not exceed 20%.
- The Debt to Equity Ratio (  ) which is a measure of the relationship between the capital contributed by creditors and the capital contributed by shareholders. It also shows the extent to which shareholders' equity can fulfill a company's obligations to creditors in the event of liquidation. Lenders and investors usually prefer low debt-to-equity ratios because their interests are better protected in the event of a business decline. Thus, firms with high debt-to-equity ratios may not be able to attract additional capital. The ratio should not go beyond 0.5.
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?
Answer: Present market value of Michael’s home = $150,000. 
He can borrow up to 80 percent of the market value = $150,000 x 0.8 = $120,000. 
He still owes $50,000 mortgage on his home. Therefore, he can borrow a maximum of 
= $120,000 - $50,000
 = $70,000 
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