Assignment 4
1. a) A single parent with two school-age children should own a condominium.
• This family has 2 school-age children. The children need to go to school and study for extra classes almost everyday. So, they would like to place where they can sattle down for a long time. Moreover, they should live where it has a good accessibility to recreation, business districts and more convenient in transportation so that their children could go to school safety and a single parent also go to work easily.
    • As these 2 children are studying, this single need to take a lot of time to take care of them. Therefore, she may not have much free time, so less maintenance of a place is necessary.
    • A single parent also need to place where a high safety is provided because she take care of her children alone and they still be very young to take care of themselves.

b) A two income couple without children should rent apartment.
    • As they are still working, they need to save money for the future. Therefore, in my view, renting for an apartment is enought.
They have no time for maintainance responsibility
    • Renting apartment obligates them with lower financial commitment than owning house or condominium.
    • These guys still have chances and time to develop themselves for a better position or job at a new place. So, they should live in a place where they can easily move.

c) A person with both dependent children and a dependent parent shoul rent a house.
    • This person need to take care of his children and parent, so she may not have much freetime for maintainance a house.
    • Renting apartment obligates them with lower financial commitment than owning house or condominium.

d) A couple near retirement with grown children should own their house.
    • As they are near retirement, they may have a lot of money in account. So, it is reasonable for them to buy thier own house.
    • Their children are adult, so they need more space to seperate from thire parents.
A person who is near retirement may want to sattle down for a long time at undisturbed area.

2. Mortgage A : $970 a month for 30 years
    Mortgage B : $760 a month for 5 years and $1005 for 25 years
    Mortgage A : $970 * 12(30) = $349,200
    Mortgage B : $760 * 12(5) + $1005 * 12(25) = 347,100



3. The two main types of consumer credits
     1.) Closed-End Credit
           • Used for specific purpose and involves a specified amount.	
           • It usually involve a written agreement for each credit purchase. A down payment may be required, with the balance to be repaid in equal monthly payments over a period of time.
    2.) Open-End Credit
          •Normally used to make small purchases at different store.
          •You can make credit toake any purchase you wish if you do not exceed the maximum anout of credit the lender has made available for you.
          •You may have to pay interest or other finance charges for the use of such credit.

4. The general rules of measuring credit capacity are 
   1.) Debt payments to income ratio can calculate by using monthly debt payments devided by monthly income which its value should not exceed 20%.
   2.) Debt to equity ratio can calculate by using liabilities devided by net worth which its value should not go above 0.50.

5. Present value of Michael Tucker's home worth $150,000. Assume that he can borrow up to 80% of the market value, so he can borrow by 150,000 * 0.80 = $120,000. However, he still have remaining mortgage balance by $50,000. Therefore, the maximum amount he can borrow is $120,000 - $50,000 = $70,000.

