1) What type of housing would you suggest for people in the following life situations?

a. A single parent with two school-age children.
Apartment because it’s safe for school-age children since apartments usually have good security system and the rental rate is not as high as condominium, so it’s suitable for a single parent who is the only one who makes income.

b. A two-income couple without children.
Condominium. Since they don’t have a child and both are still working implies that they don’t spend a lot of time in house, so they don’t need a house that has large area. Furthermore, they both have income so I think that they can afford to buy a condominium room in the downtown which is convenient for them when going to work.

c. A person with both dependent children and a dependent parent.
Townhouse. Since this person is still working so this person should buy a house that is closed to a downtown or in a downtown. This family is quite large. They have many family members so they need a house that has large unit area or can contain lots of people but not too expensive. This matches with townhouse that has many floors (2-3 floors) and not so expensive.

d. A couple near retirement with grown children.
Single- family house. They are both near retirement, so they might need a house that in suburb which is not crowded as downtown. Also, a single family-house has many choices of unit size, so they can choose a small to medium size that can contain both of them and their children. Also the house shouldn’t need lots of maintenance.

 
2) Which mortgage would result in higher total payments?

Mortgage A: $970 a month for 30 years
$970 x 360= $349,200

Mortgage B: $760 a month for 5 years and $1005 for 25 years
($760 x 60)+ ($ 1,055 x 300) = $ 362,100
Thus, mortgage A has higher total payments.
 
3) What are the two main types of consumer credit?
     1. Close- End Credit: Used for specific purpose and involves a specified amount. It usually involves a written agreement for each credit purchase. A down payment or trade-in may be required, with balance to be repaid equal monthly payments over a period of time.
      2. Open- End Credit: Used to make small purchases at different store. You can use open-end credit to make any purchases you wish if you do not exceed your line of credit or the maximum amount of credit the lender has made available to you.
 
4) What are the general rules of measuring credit capacity?
     General rules are Debt Payments to Income ratio, which should not exceed 20%, and Debt to Equity Ratio, which shouldn’t go above 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?
80% of the market value = 0.8 x $150,000= $120,000
The maximum that he can borrow = $120,000 – $50,000 = $70,000
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