MATH 111







FINANCE  PROJECT
PART A:  Buying a House

You are planning on buying a house and taking out a 30 year loan with a fixed mortgage rate.  You can choose any house you would like to buy by either looking through the classified ads in a newspaper, by looking online at a realtor's website or using http://www.homesdatabase.com.  

1. Once you find a house, write down the following details:

· Selling price listed

· Number of Bedrooms, number of Bathrooms

· Location of House (neighborhood or city is enough)

You will also need to research mortgage rates.  They are generally available in newspapers but can also be found on bank websites.  Choose a bank that is offering a 30 year fixed mortgage rate (with no points, if you can) or try a website like http://www.bankrate.com 
2. Once you find a mortgage rate, write down the following details:

· Bank name

· Mortgage rate

Using the house and mortgage rate you found above, figure out:
3. How much your monthly payment would be if you make no down payment

4. How much your monthly payment would be if you make a down payment of 15% of the list price


5. If you want to save up for the down payment by putting money aside every month for 5 years in an account that pays 4.5% interest compounded monthly, how much would you have to put aside each month?


6. How much your monthly payment would be if you tried to pay the house off in 15 years with no down payment

7. How much money you would actually spend over the life of the loan to buy the house in all 3 cases (no down payment over 30 years, 15% down payment over 30 years & no down payment over 15 years)

8. Which option would you choose?  Why?  Make sure to explain your answer using the values you calculated above.
PART B:  Retirement Plan

Using the newspaper listings or a website like http://finance.yahoo.com/funds, find a mutual fund to use to set up your retirement account.  

1. Write down the ticker symbol (usually 5 letters like GNCDX or CHUSX)

2. Write down a long-term return percentage (Try to find a 5 -10 year return – on performance page at yahoo – or higher at a fund’s website with a positive annual return rate)

IRA Investment:

3. If you were to invest $1,000 today in the fund you selected, how much money would you have when you reach the age of 62?  67?

4. If you wait 3 years before you invest $1,000 into the same fund, how much money would you have when you reach the age of 62?


5. How much interest did you lose by waiting 3 years?


6. If you were to invest $5,000 today in the fund you selected, how much money would you have when you reach the age of 62?  67?

401k/403b Investment:

7. If you invest $50 a month in the same fund above from today until you reach the age of 62, how much money would you have? 


8. If you invest $50 a month in the same fund above from today until you reach the age of 67, how much money would you have?

Comparison of Investments:

9. How much interest is earned in each of the following cases:  

a. $5,000 in an IRA left until you are 67

b. $50/month in a 401k/403b until you are 67
10. Based on both the interest earned and the final balance, which of the 2 investments above would you choose if you’re planning to retire at 67?  Make sure to explain using the numbers you calculated above.
