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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.
ANSWER  A condo providing with one kitchen, one living room and two bed room which is one for parent and another for children 
b. A two-income couple without children.
ANSWER  A condo which is a studio room 
c. A person with both dependent children and a dependent parent.
ANSWER A 2 floor house 
d. A couple near retirement with grown children.
ANSWER A house 

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
Mortgage A
$970*(12*30yrs) = $970*360 months = $354,600
Mortgage B
($760*60 months) + ($1005*300 months) = $363,600
Mortgage B has higher total payments #
    
3) What are the two main types of consumer credit?
ANSWER
-Installment closed-end credit: is used for a specific purpose, for a defined amount and for a specific period in which this loan offers lower interest rates than revolving credit dividing to 3 types of installment 
	1) Installment Sales Credit
	2) Installment Cash Credit
	3) Single Lump – Sum Credit
-Resolving open-end credit: can be utilized for any purpose. Loans are made on a continuous basis for purchases until the consumer reaches his credit limit. Customers receive bills periodically to make at least a minimum monthly payment

4) What are the general rules of measuring credit capacity?
ANSWER
-Debt payment ratio: an individual's ability to manage monthly payment and repay debts. DTI is calculated by dividing total recurring monthly debt by gross monthly income, and it is expressed as a percentage which should not exceed 20%
	 
-Debt to equity ratio: a debt ratio used to measure a company's financial leverage, calculated by dividing a company's total liabilities by its stockholders' equity and it is not to try to get above 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?
ANSWER
	Current value = $150,000
	Borrow 80% of market value = $150,000* .8 = $120,000
	The remaining mortgage balance = $50,000
	He can make a maximum borrow at $120,000 - $50,000 = $70,000
	
