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| can see you put a lot of effort into this assignment, but you struggled quite a bit. You have used the future value of an
annuity formula, but you should have used the rearranged present value of an annuity formula. This was the case for all
four major calculations, which lead you to incorrect and illogical conclusions for the last part. Make sure you know that
if you pay a mortgage off in a shorter amount of time you will pay less money overall even though your monthly
payments will be greater. Also make sure you know that if you have a larger downpayment you will pay less overall than
with a smaller downpayment.

I'm attached a photo for you to see what formula you should have used for both the mortgage payment and the income
needed to afford the house. Note that the mortgage payment is the principal and interest combined. Each of these vary
slightly each month, but they always add to the same amount.

Please make sure you understand all the feedback I'm giving you and ask me any questions you don‘t understand.
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Instructions:

You are to research a house in either yout area, or an area that you would like to live (ex. another country, city,
province etc.). When you have the advertisement of your chosen house, copy and paste the advertisernent,
along with the URL link for your dream home in a word document to submit. The advertisement should
include the address, price and the number of bedrooms and bathrooms.

For houses in Canada, you may find it useful to use realtor.ca or commfree.com.
Marking Scheme (4 marks)

e 4 marks for attaching the house advertisement including the address, price and the number of
bedrooms and bathrooms

A down payment is an initial amount that you pay when you buy something on credit. It is custom in Canada
to put a minimum of 5% “down” on a house, in order to protect yourself and the banks against market
fluctuations, in the case of a forced sale.

The mortgage amount is the sale price of the house minus the down payment. This is the amount being
borrowed.

Payments are commonly made monthly, bi-weekly or weekly. Since payments are made on the decreasing
mortgage amount, a mortgage is a type of simple annuity.

In order to be approved for a mortgage, two main things have to fall into place: good credit and enough
income to cover the debt.

The amount of income required to be approved for a mortgage is based on GDSR, gross debt service ratio.
This means that an individual’s debt payments (mortgagejbﬁan only account for 35% of their income. The ratio
7 principal+interest+taxes+h 0o

gross income

0.5% of the house amount for the cost of the property tax and $100 per month for heat.

. For the scope of this assignment, we will use

. . 19 -
is calculated using the T8r ula

Complete the following questions and submit these papers along with the attached advertisement.
Marking Scheme (total of 22 marks)

e 1 mark for listing the price of the house

o 1 mark for calculating the down payment (2 marks total)

e 1 mark for calculating the mortgage amount after the down payment (2 marks total)

o 3 marks for calculating the mortgage payment manually (12 marks total)

o 1 mark for calculating the property tax on the house

o 2 marks for calculating the income needed to be approved for the mortgage (4 marks total)
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WHhat It the price of the house? ‘/
§y+67. , 000

T you wanted 1o put & 5% down payment on the house, what amount would this be?

Ahrovoy-6X = \{;3’3/," v

"After the 5% down payment, what is the mortgage amount?
53%7,,00&1 — j) 21, |ov = \tjtf‘k’;‘}ou ‘/
A

Calculate the payment, "R,” if the mortgage is Calculate the payment, "R,” if the mortgage is
paid monthly at an annual interest rate of 4.44% | paid monthly at an annual interest rate of 4.44%
for 25 years. for 20 years. "

Smple Anpities, fy=A = RLeh)™ ]

Fv=A- R L) -1] ,
N L’_M
Yo < KLC);%M&%D—IJ Wi = KLU 12 |
o TV
300
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What is the cost of the property tax, based on 0.5% of 3#e price of the house? i
L1000 Y057, >$Lélo- N

ZVitl’at)\;/ouH your income need to be in order to afford this house (given that you have no other
ebts)?
20Years 1oy = AROR2125 3Fosfo
b 5=t . %
.5 3@% £ oF2402)v+ 2o TS, ¥= 2218 $08. 11,
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| What i the price of the house (same a¢ above)?

m«_-‘i’q 206 o

If you wanted to p put a 20% down payment on the house, what sount would this be?
b oo w200 = 492 40

Rasedale Academy

After the 20% down payment, what is the mortgage amount?

b 2000 — :fﬂllfoo $$&6‘]60u \/

Calculate the payment, "R,” if the mortgage is Calculate the payment, "R,” if the mortgage is
paid monthly at an annual interest rate of 4.44% | paid monthly at an annual interest rate of 4.44%
for 25 years. for 20 years.
\ vt ' R
Simple Anpuities, Simple. Annuitie,
~A- v - = A~ - N
FV=A= KEcmﬂ Fv=4-= REUT 1)-1]
Ay 240

3 faboo JZLCH ”’L‘)}M N Sb9boo = fﬁél”r 570

L4, 1%
2. V2.

?\:67%'2_}. X R=953-Ys. X
.//b ~. 3

What is the cost of the property tax, based on 0.5% of the price of the house?

ij2ovo Y v = $23)0.

What would your income need to be in order to afford this house (given that you have no other
debts)?

2oty |
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Complete the following quettions,

Marking Scheme (total 11 marke)

2 marks for valid and thoughtful reasons why you chose this house
* 1 markfor each calculation on the differences {total 3 marks)
* 2 marks for each explanation of your opinion on the difference (total 6 marks)

| Why did you choose this house? - @
2 h! i%\::ec T?icx‘*-x‘:to"ﬁ% Al ms « total areeeol gty Guare metere, gb;}/
K2 )’H'\QQ amd o torlet (‘1n( ,g(ur (:h(,f“m\/ ”W’C ba{r’m atl a hesy Litde.
Lereg et Toronty's Certral businey Aistrict ane fve inateg Anety }we bagtifu) Envidonment

For the 5% down payment opinion, what is the difference in the payment argount between paying your

mortgage off in 20 yAars and 25 years? What is your opinion on this dlffere;?c?
&Hmt Compare Optiéy 1 at 20 years and Option 1 at 25 years)
138617 300 ]

The mortgag@ Y& is Mg than the WF%Q@S yendy O}Onemyoz

tal of Ntgge 35yaas: g0 Ty2s32= 240200 (1336 MoNbRishy

uon;am ¥ The.. trta) e RYMENt \n 26 Y3 i l6gs than the mnth
mortjaye Pinent in 2 ves . g :ﬁ_‘_ reanierded, To chonse 25 \Lj

9 19 Doépd en VL Gostec col culabiond agg .9

For the 20% down payment opinion, what is the difference in the payment amount between p ng our
mortgage off in 20 years and 25 years? What is your opinion on this difference?
(Hint: Compare Option 2 at 20 years and Option 2 at 25 years)

963107 0M-27 The mortgage offin 20yeass 15 moe Yuy the mortgeeoft-
in25year of Moithly. OISYSD\LZONL’LSUHL (215 W2 = 20228 uwzwl
The, tita) W‘D"'(‘{f'f; Rzyment In 25 Yest s [ess tun the WIOFWE}J&’M tin |
L ‘JWS ad, the wohthly Mortpme PrRyment in 25 Yeass 1 e
Wonthly Wlol’fgmoe Pyt 1N 2o very . o vecommended o d‘)poﬁo e
wKyey Sl 69 S5 Aol | |

What is the difference in the payment based on whether you put 5% down or 20% down? What is your
opinion on this difference?

(Hint: Compare Option 1 at 5% down payment and Option 2 at 10% down paymen ) X

thorrinly mortange PAYMEnt 1028 yeurs, 7095 v - sl
wonthy mortgage Pagment (hzo yeus 113751 7 O(sr-io‘ /5 eh
Tota) W\orttoage mvmem; " }SUQ"E 200z{ v 7 20228 s | |
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