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1) Discuss one Insurance product and comment on its benefits
Thana-Thavee 1 10/5 by Thai life insurance.
For this insurance, buyer requires to pay insurance premium for 5 years but the coverage period will last for 10 years.
The benefits of this insurance are
1. Receive 10% refund every year
2. Easy to apply, no need to answer medical question
3. Tax reduction
4. In case of death, the insurance will pay according to years, for example if the buyer dies in year 3, the payment will be 300% of sum insured. However, from year 5 to year 10, the payment will be 500%.
This type of life insurance is quite different from others since the buyer need to pay high insurance premium to get sum insured for instance you need to pay 99,500 Baht for 5 years to get sum insured of 100,000 Baht. In my opinion, it is more like the investment for saving money with a specific option of insurance. The buyers that would benefit from this insurance are the one who are looking for tax reduction or option for saving the money for future.
2) Which mortgage would result in higher total payments?
Mortgage A: $970 a month for 30 years
Mortgage B: $760 a month for 5 year and $1005 for 25 years
For mortgage A, total payment equals to 970*12*30 = $349,200
For mortgage B, total payment equals to (760*12*5)+(1005*12*25) = $347,100
Therefore, the mortgage A ends up with higher total payments.
3) What are the two main types of consumer credit?
1. Closed – End Credit: used for specific purpose and involves a specified amount for example mortgage loans, automobile loans
2. Open – End Credit: used to make small purchases at different store for example credit card and overdraft lines
4) What are the general rules of measuring credit capacity?
1. Debt payments to income ratio. It calculates by divided monthly debt payment (not include mortgage loan) by monthly income. The ratio should not exceed 20%
2. Debt to equity ratio. It calculates by divided total liabilities by net worth which is the total asset minus by total liability. It should not be more than 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?
He can borrow up to 80% of market value which is $120,000.
Less the remaining mortgage balance he owes $50,000.
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