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1.       Explain what amortization is and how a down payment and loan duration impact it. 
        	It is the decrease in term of interest rate payment. Since the interest is calculated by the amount of principal, the interest payment will be decreased every period because the principal is being deducted by the payment. And the payment which paid to principal will be greater. The down payment has the negative impact on the interest rate. The more down payments set, the less amount of loan incurs. The loan duration has impact on how much amortization will be in each period. The longer loan duration, there will be the less amortization of interest payment in each period. On the other hand if the duration is short, there will be greater amortization amount in each payment of the period.
2.       What is the importance of health insurance and disability insurance in personal financial planning? 
 	Those insurance can support the person when the inevitable situation comes to him and causes him some expense which have negative impact toward his financial plan. They won’t prevent the cause but the insurances will help the person if there’s impact on person’s financial ability. That’s why people usually have these insurances included in their financial plan.
3.       What is life insurance? What is its purpose and principle? 
 	Life insurance is the insurance that benefits the beneficiary when the buyer of the insurance dies in the coverage period. Life insurance is needed for those who have dependents or want to support their next generation financially. The insurers earn money from their clients and invest that money while the money will be paid out if only the policyholder has died. This means the insurance company has to predict people’s mortality with the accuracy in order to make the profit. And the policyholders have to bear the risks that if they still alive after have been through the coverage period they won’t get any benefits so this is mortality risk.
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? 
[bookmark: _GoBack]	For this case, they can have asset allocation applied by not put all their investment into just one sector in order to reduce the risk from each sector or industry. So when there are the losses Joe and Jane will still have their investment in other sectors which can benefit them and the losses from those stocks will be decreased in term of dollar amount as well.
