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I.n this project we will examine a home loan or mortghg \“W"ﬁ- ¢ found a home
tor sale and have agreed to a purchase price of $201, e

-

Down Payment You are going to make a 10% down pavfi®t oh the house Determine the
amount of vour down pavment and the halance to finance

Down Payment_~

A0 Mortgage Amount | 37 j40

Part 1 30 vear Mongage

Monthh Payvment Calculate the monthiy pavment for 2 30 vear loan (rounding up to the
neatest cent by uung the following formula Show year work [PMT 14 the monthly loan
pavment, 7 s the mortgage amount, r o the annual percent rate tor the loan in decimal, and ¥ 18

the number of years W pay off the loan | 1o the 3 yeas loan use an annual interest rate of
4 G75%
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Monthly Payment for a 37 vear mortgage ! IS p\g'ﬂ 77T 7

Note that this monthlyv pavment covers only the interest and the principal on the loan  does not

cover i insurance o« Lives on the property

Ameortization Schedule 7 order to summarize all the mformation regarding the amortization of

aloar corstiu a swohedule that keeps trach of the pavment number the principal pad. the
WHCTO, aid Ui uipans Dalance A spieadsi<ct progiaim is an excelieat ol (o develop an
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mortration schedule We can use a free amodization spreadcheet on the web
The wek ad resis Roe 7 aww biciwh;

3 ] net muitization amene html Fter the amount
P el e
of the loll. C '\ < g

PovE minus the Jown pavment, the interest rate, and the appropriate
mumber Of_\t.l'\ Check the hony to show the swhedule

Amortization Schedule monthhy paym A

went for a 30 year mortgage -
(Note f this s mare than 2 o 3 cents different from vowr calculation, check yvour numbers!)
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Total mterest pad over 30 vears
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Natice that the amount of the pavment that gocs lowards the principal and the amount that goes
towards the interest are not constant. What do vou observe about cach of these values’
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Number of first pavment when mave of pavmert goes towwrd principal than interest ! L)
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As already mentoned. these pnvments are G peird pal and interest only - You will also have
mogih, ; payments fof home vaararac and proparty e 1o addition, st s helpful o have
monc "e® cver fur those 17le Locanes The clectnaty, running water, and food  As 2 wise home
ownes oy Jecide Mt yow menthhy i pa’ and terest payment should not exceed 35% of
your r'ﬁ}rr_“-._';. e bome poy What munimum monthly take-home pay should you have in order

w meet hs goa” Show your work o making this calculation

f Shoa work here
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Mrsmum monthiy take homepay <+ -, 7
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It v also simportant 1o note that vour net or take-home pay (afler taves) 1 less than your gross pay
(hefore taves)  Assuming that vour net pay 18 7 1% of your gross pay . what minimum gross
annual salary will vou need o make to have the monthly net salary sated abuve ' Show you

work (o mak ing this calcwation

[ Show wanl herg

My & ° # * o
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Minimum gross annual salan "/

Part 11 Selling the House vears vou want o sl The evonomy

' . LK
lf?‘ e that .!ﬂyr. NIy o the Fwmmr fow r
experiernes ups and dowtis, bt in general the value of real estale increases over ime 1o

calculaic the value of an investmers sah as real exlaic we use continuously compounded

inleresd

Fund the value of the home 10 vears after purchase assuming a continuous inferest rate of 4%
‘ '

Use the ful! purchase pce as the prncipal - Show your wu.v-"
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Assuming that vou can sell the house fir this amount. use the following information to calculate
YOUT gauns o losses

”
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Selling price of vour house / ;

Onigimal dJown pavment

Mortgage pad over the ten vears f > i
The principal halane on your loan after ten vears ! T, .V
De vou gan of lose moncy over the 10 years” How much? Show vour amounts and summarize
your results -
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Part 111 15 yvear Morngage

1'¢ ng the same purchase P and Jown pavrent. we wall mveshigate a 1€ year mortgage
Moathh Pavment (720 7 o o ¢a’t warsling up o the
. - » '

¢ monthly loan
cent rate for the loan in Jecimal and Tis
yeal loan use an annual interest rate of

nearesd waiid) by using the following formula Shoa o wand (PMT

payment. I o the mongage amourt r o e anea! et
the number of years 1o pay off the boan | For the 14

Shora work here i 73%
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Monthiy Payment [of a |5 year mongage = _l_{ﬁ_‘m’t.
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s the amotizabon spreadsheet on the web again, thas ime enteting the interest rate and

pumber of pavments tor a 15 year loan /

Amortization Schedule monthly payment for a |8 vear mortgage
(Note 1t this is more than 2 or Voents ditteram from vour calculation, check y

)

our numbers!)

Total imterest pand onver 15 vears,

S

lotal amount pad /7

Number of first pavment when maoee of pavment goes toward principal than interest __—7__

Suppose you pand an additional $ 100 towards the poncipal cach month How long would 1t take
10 pay of the loan with this add tronal pavment and how will this aftect the total amount of
interest pard on the loan” (11 you are mak ing extra payvments towards the principal, include 1t in

the monthly payment and lcave the mum het of payments bov blank |

« of $100 per month /

e ——————

Length of time to pay of! foan w th adtfwnal payment
(4 monthly paveients

-

wit hiy pay mends E—

Total inmterest pand over the hife of the boan with additwnal $1

Tota! amavunt pasd with adddwonal L SEE AR,

amount pasd W the total amount pasd withenst extra monthly payments  How

Compate this 1dal
S the extra ponipal payments’

much more of dess would vou spend i yows ms

-

-

Part 111 Retlggtion

1sd this prosect change the way you thunk atsout buying a home”? Write one paragraph stating
what sdeas changed and why 11 this project did not change the way you think, write how this
project gave turther eviderne o support your evisting opinion abowt buying a home  Be specific




