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Math 1050 Mortgage Project
Name Wibv\'{ Due date: :‘ U&S ”‘ ‘5
e. Assume that you have found a home

t we will examine a home loan or mortgag
d to a purchase price of $201,000.

In this projec
for sale and have agree
yment on the house. Determine the

qo00

ng to make a 10% down pa
t and the balance to finance. .

Down Payment: You are goi
Mortgage Amount $£180

amount of your down paymen
a0,100

Down Payment 3

Part I: 30 year Mortgage

Monthly Payment: Calculate the monthly payment for a 30 year Joan (rounding up to the

nearest cent? by using the following formula. Show your work. [PMT is the monthly loan

payment, P is the mortgage amount, 7 is the annual percent rate for the loan in decimal, and Y is
1 interest rate of

the number of years to pay off the loan.] For the 30 year loan use an annua

4.975%.
T = — 2 (%)
| 1-(1+ =)

-12Y

Show work here
pPMT = 180,200 (0. 049227
| e

TP LR i

PMTZ ’IHQ-Q%I‘L‘;
0. 77‘/‘/‘5’53@75

FVV\T:, 4 9p8.35

$a¢8.55

Monthly Payment for a 30 year mortgage
N t . ‘ .
ote that this monthly payment covers only the interest and the principal on the loan. 1t does not

;::'cr any insurance or taxes on the property
ortizatio - i
n Schedule: In order to summarize all the information regarding the amortization of
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the web.
tml. Enter the amount

+ - ‘ . : on
amortization schedule. We can use a free Mﬂ'%ﬂiu.]x
The web address is: ht[g://www.brctwhissel.ne(/amortmatlo s —ra—_—te and the Approp
selling price minus the down payment, the inte , Bl

of the loan, i.e. the
pumber of years. Check the box to show the schedule.

edule monthl ¢ for a 30 year mortgage £ 96835
Amortization Schedule monthly paymen ra —f———— umbers!
(Note: if this is more than 2 or 3 cents different from your calculation, check your n )

Total interest paid over 30 years 4 “07)10@- 00

Total amount paid 4 349, o (.00
Notice that the amount of the payment that goes towards the principal and the amount that goes
towards the interest are not constant. What do you observe about each of these values?o
Voo P mowe fooard S Dhe inte e s & tnan g
puad s The prinple fov sver natt of
watohe s caun Nl V€.

pa;ﬁmx(,wmﬂ'\t's
194

Number of first payment when more of payment goes toward principal than interest

se payments are for principal and interest only. You will also have
urance and property taxes. In addition, it is helpful to have
uxuries like electricity, running water, and food. As a wise home

money left over for those little 1
owner, you decide that your monthly principal and interest payment should not exceed 35% of
minimum monthly take-home pay should you have in order

your monthly take-home pay. What
to meet this goal? Show your work for making this calculation.

As already mentioned, the
monthly payments for home ins

Show work here
IS KN
qws° 35 byl O' i i
o /
—=Zz 5.3

Xz 2700L,71\

Minimum monthly take home pay =

20N\




Jess than your gross pay

ltisnlsoimponmttonotcthatyournetortake-homepay(lﬁ“m“)i’ i
(before taxes). Assuming that your net pay is 73% of your gross pay, what bn:m‘;ngl;:omw Soor
annual salary will you need to make to have the monthly net salary stated above
work for making this calculation.
[ Show work here. .
- vk 1Y - 013
IZ(l’lolDU-7" o. 1B3n) - Ay | =012
O = 3 ® ¢ .—,%

(2 (3190.01=m)
g Hﬁ;qgollk

U D01~

Minimum gross annual salary = $ 45.

Part II: Selling the House

Let's suppose that after living in the house for 10 years, you want to sell. The economy
experiences ups and downs, but in general the value of real estate increases over time. To
calculate the value of an investment such as real estate, we use continuously compounded

interest.
Find the value of the home 10 years after purchase assuming a continuous interest rate of 4%.

Use the full purchase price as the principal. Show your work.

(o.yt10) A=Pert

Show work here.

201,000 ¢
o

20l,000e% = 21985090

)
N

Value of home 10 years after purchase $2ﬂ‘] ) 8Sb. e
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L ion to calculate
amount, use the following information

Assuming that you can sell the house for this
your gains or losses:
gsbk 1w

Selling price of your house $2 %
$20.,10©

Original down payment

Mortgage paid over the ten years < 11177 7—07_..

Do you gain or lose money over the 10 years? How much? Show your amounts and summarize
oL t iU 0. vB = 285,338.4Q

3,%‘56..'-( <Y

The principal balance on your loan after ten years

Its:
wmmﬁg,too t b2
2'q°,' QS . T ~ a"B

4%&“4, Jiv,s1e . 2.Q

Part ITI: 15 year Mortgage
Using the same purchase price and down payment, we will investigate a 15 year mortgage.

Monthly Payment: Calculate the monthly payment for a 15 year loan (rounding up to the
nearest cent) by using the following formula. Show your work! [PMT is the monthly loan

payment, P is the mortgage amount, r is the annual percent rate for the loan in decimal, and Y is
the number of years to pay off the loan.] For the 15 year loan use an annual interest rate of

4.735%.
pur - — PG
1-(1+%)

Show work here.

Monthly Payment for a 15 year mortgage =

£ 1Huos. 30




nterest rate and

Use the amortization spreadsheet on the web again, this time entering the i
number of payments for a 15 year loan.

Amortization Schedule monthly payment for a 15 year mortgage 3 :
(Note: if this is more than 2 or 3 cents different from your calculation, check your numbers!)

Total interest paid over 15 years S’]i,l 25.56 1
Total amount paid <525 3,0255]
=

Number of first payment when more of payment goes toward principal than interest

Suppose you paid an additional $100 towards the principal each month. How long would it take

to pay off the loan with this additional payment and how will this affect the total amount of
interest paid on the loan? [If you are making extra payments towards the principal, include it in

the monthly payment and leave the number of payments box blank.]
| (o on VY

Length of time to pay off loan with additional payments of $100 per month
Total interest paid over the life of the loan with additional $100 monthly payments g 'bq ,'1 W2 .80

o v
Total amount paid with additional $100 monthly payments F24S, el 60

Compare this total amount paid to the total amount paid without extra monthly payments. How
much more or less would you spend if you made the extra principal payments? :

25302 -2USL\T. LG =
X $m1z.0) Caved

Part III: Reflection

Did this project change the way you think about buying a home? Write one paragraph stating
what ideas changed and why. If this project did not change the way you think, write how this

project gave further evidence to support your existing opinion about buying a home. Be specific.
.8

This projeLt made me neclile the inTTALLtT
Of moNaimy Pk can AtumUltke hen boging & ome,
T Aunk bis projeck MMOT SVANTS D onslory 77ref
howe ﬁMndna‘ be tter, Thrt p,yojt’cx N a2
awane o€ The cog ¢ N ympovian e of

home Firanting, T tnine i€ adlhov Y

el ele e patenst tearne d in oldoe
neq Lpridere in Qe




