Name:
Class Online or F2F:
MAT 142:  College Mathematics
Chapter 9 Written Assignment – Buying a House


This assignment focuses on ideas from Chapter 9 (specifically 9.5).  When making a large purchase, such as a house, a loan is taken out that is repaid in a series of equal, monthly payments.  This type of loan is called an amortized loan.  In this assignment, we will find the monthly payments, construct an amortization table, and explore different financing options for buying a home.  Assignments will be turned in using Dropittome and they may be turned in early.

Resource:  Online Mortgage Calculator and Amortization Table:  A link to this site is provided in the website as well:    http://www.bankrate.com/calculators/mortgages/mortgage-calculator.aspx" http://www.bankrate.com/calculators/mortgages/mortgage-calculator.aspx

PART ONE – Due Sun June 24th – Submit through DropItToMe
Part 1:  Buying a Dream Home (26 points)

1.  Find a home (2 points):  Browse through the real estate books, newspapers, or the Internet and find a dream home you would like to purchase for this project.  Feel free to dream big and look in other parts of the country.  Provide a brief description of the home and identify the cost of the home, the square footage, and the price per square foot. 

2.  Down payment and loan amount (2 points):  Assume for this home, you will be providing 20% as a down payment.  Calculate your down payment and the amount you will need for your loan.
Note:  Lenders will take less than this as a down payment, but additional charges will be added to the monthly payments for mortgage insurance.

3.  Interest Rate (4 points):  Interest rates change on a daily basis.  Find three different mortgage or finance companies and list their current lending rates for both a 15-year and a 30-year mortgage.  This information can be found in the newspaper, online, or by calling different companies around town.  Choose one of the three mortgage companies and use their rates in your calculations for the rest of the assignment.  

4. Monthly Payment (6 points):  Use an online loan calculator, or the TVM Solver on your graphing calculator, or the formula on pg. 431 to calculate the monthly payments for your amortized loan for two different options:  15-year and 30-year loan at the interest rate used by the mortgage company you have chosen.  Identify all variables and values you will be substituting into the online loan calculator, or the TVM Solver on your graphing calculator or the formula on pg. 431.

5.  How much does that house cost (4 points)?  Calculate the actual cost of the home over the life of the loan using the monthly payments found above for both a 15-year and a 30-year loan (don’t forget to include your down payment).  How much interest will you be paying for each loan?

6.  Amortization Schedule (6 points):  In order to find out how much of your monthly payments are going to pay interest and how much are paying down your principle, construct the first 2 years of an amortization schedule for each loan (15-year and 30-year) using an amortization calculator online or an EXCEL spreadsheet.  Paste the amortization schedule into your document.  Write a few statements comparing principal and interest for each payment through time.

7.  Choosing a loan (2 points):  Based on the information you have found in questions 1-5, which loan option would you choose (the 30-year or the 15-year) and why?

End Part One

Assessment of Chapter 9 Written Assignment:

A. Your assignment should be in the form of a report addressing each of the questions.
  
B.  Include a description or the advertisements for your dream home, the home you can afford, and cite the sources for interest rates.  

C.  The amount of work that should be shown mathematically includes identifying what the variables mean, and substituting the values in the online calculator, graphing calculator, or formulas correctly.

D.  Answer questions in full sentences when asked to explain your choices.  
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PARTS TWO AND THREE– Due Sun July 1st –Submit through DropItToMe

Part 2:  Buying a home you can afford (14 points).  

Determine the cost of a home you can afford (either now or project your future income).

1.  Determine the monthly payment you can afford to make (2 points): This is usually not more than 1/3 of your family’s net income, depending upon debt at the time of the application, but it can be less than that. (If you would prefer, you may research the average income of your future career and then use 1/3 of that net income for your calculations).

2.  Determine the loan amount (6 points): 
a)Use the payment from #1 to determine the loan amount that you can afford by substituting the appropriate variables into an online loan calculator, or the TVM Solver on your graphing calculator or the amortization formula.  Do this step for both the 15-year and 30-year options.  Identify all of the variables used.  

b) Now,choose either the value of the 15-year or 30-year loan before completing #3 and #4. Indicate which you will be using.

3.  Determine the size of the down payment using the loan amount (4 points):  Assume that the loan amount from #2 will be 80% of the house price and determine your down payment if it is 20% of the actual price of the home, not 20% of the loan amount (this is a little tricky).  

4.  Find a home in the price range that you can afford (as determined at #1 above) (2 points):  Include a brief description of the home in your report.  

Part 3:  Refinancing your loan (10 points):  

To answer the questions in Part 3, assume you chose the 30-year option from #2 on Part 2 above.  After 10 years, the interest rates have dropped and are now 1.5% lower than they were when you bought your home.  You decide to check into refinancing your loan at the new interest rate.

1. Find the amount you owe (4 points):  Find the amount that remains to be paid on your mortgage after paying 10 years of payments.

2.  Find new payments (3 points):  If you refinance for 20 years at the new lower interest rate, what will your payments be?

3.  Find your savings (3 points).  How much will you have saved in interest over the 20 years at the new rate?  Would you refinance?  Why or why not?

Assessment of Chapter 9 Written Assignment:

A. Your assignment should be in the form of a report addressing each of the questions.
  
B.  Include a description or the advertisements for your dream home, the home you can afford, and cite the sources for interest rates.  

C.  The amount of work that should be shown mathematically includes identifying what the variables mean, and substituting the values in the online calculator, graphing calculator, or formulas correctly.

D.  Answer questions in full sentences when asked to explain your choices.  

**Note:  This same process can also be used when buying a car.  

