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Assignment
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: rental housing might suit with a single parent with two children. However, a house should provide nice environment for kids and securities. Or, a house that have low-maintenance price since only one person can afford money.

b. A two-income couple without children.
Answer: First is condominium since it is convenience for their life style and easy to transportation. Second is purchasing a house since they can have their own asset in order to build financial securities and they can prepare for their kid in the future. 

c. A person with both dependent children and a dependent parent.
Answer: rental housing with high degree of securities and good environment for both children and dependent parent. If that person has high income, purchasing low-maintenance house might be a good choice

d. A couple near retirement with grown children.
Answer: a rental housing that meets social, financial and physical needs. Or purchasing house that has low maintenance cost and meets their lifestyle.
 
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 has higher total payment which is $349,200. While, mortgage B total payment is $347,100.

3) What are the two main types of consumer credit?

 Answer: Firstly, it is a closed-end credit. It is a type of credit that borrower should be repaid in full amount at a specified date. The repayment includes all the interests and principal agreed at the agreement. Closed-end credit includes installment sales credit, installment cash credit and single lum-sum credit. Second, it is open-end credit which is a pre-approved loan between a financial institution and borrower that may be used repeatedly up to a certain limit and can subsequently be paid back prior to payments coming due. For example, revolving credit and Incident credit.
 
4) What are the general rules of measuring credit capacity?

Answer: there are two general measurements. Firstly, Debt payment to income ratio is calculated by monthly debt payment divided by monthly income. This ratio is used for comparing an individual debt payment to income. It should not exceed 20 percent. Second, it is Debt to Equity ratio calculated by liabilities divided by net worth. It indicates what portion of equity and debt using to finance asset. It should not exceed 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: maximum amount is 80% x $150,00 = $120,000
120,000 – 50,000 = $70,000
[bookmark: _GoBack]He has $70,000 left.
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