Family ______  Team ______

HDFS 341       Case Study: Buying and Selling a Home

Part 1.  Getting Ready to Buy

  



                       40 points   _______

	1. Family Decisions

a. Meaning of home explained according to Doyle (reference)

b. Financial issues worked out  (reference)


	6

(3)

(3)
	____

____

	2.   Prequalifying: 

a. By hand calculate 

· the price range of homes they can afford  (2)

· the maximum housing payment  (1)

· maximum debt load for the family (1)

· label each calculation, provide clear answers (reference)  (1)

b. Next, go to a web calculator.  

· Use appropriate income, debt, years, down payment  (1)

· Use 5.0% - 7.0% interest , 2.5% closing , 0.25 taxes & insurance (1)  

· Copy and paste the “input” page with the numbers you entered  (1)

· Copy and paste the page of results. (on-line reference) (1) 

c. Type a brief paragraph comparing the results of the web print out and your hand calculations
	12

(5)

(4)

(3)


	_____

_____

_____



	3.   Selecting a Home: 

a. Briefly list at least five preferences that your family is seeking in a home

b. Copy and paste information or listings on 3 separate homes (reference) 

· Briefly write an evaluation of each home in terms of the family’s preferences 

· Use the heading “evaluation” for each paragraph

c. Select the home that best meets their preferences.  

· Identify home selected and 

· Write a justification for the selection.

· Use the heading “justification” for this paragraph.
	10
(2)

(6)

(2)
	_____

_____

_____



	4.   Offer to Purchase:

a. Offer Overview and Contingencies 

· Briefly describe the offer decision process.  (1)

· List all the contingencies included in your offer  (2)

· Explain why each contingency was included (reference) (5)

b. Complete and include an “accepted” offer to purchase in folder pocket 


	12
(8)

(4)
	_____

_____



Family ____Team ____  

HDFS 341 Case Study: Buying and Selling a Home

Part 2.  Buying and Financing
  



                      50 points   _______

	5. Purchase Contract

Describe offer and acceptance procedure

List the items summarizing correctly the home purchase.

· Asking price (list price) 


· The earnest money      
     

· The purchase price      


· The mortgage amount 

· The down payment     
     

· Money for closing costs, etc.
· Loan to Value Ratio 
Find tax rate for your family.
	11

(2)

(7)

(2)
	

	6. Compare Mortgages: 

a. Fill in the loan amount, purchase price, term in years (15 first, then 30) and the interest rate with no origination fee and no points for Ames Community Bank.  Leave upfront costs at 1,000.  Enter the tax bracket percent from above (we will only consider federal).  Also enter property taxes at $2,000, homeowner’s insurance at $600, years before sell at 7, and savings rate at 3 %. Copy and paste the input page and the results page. 

b.   What is the difference in cost over 7 years?  Why?  Select the loan term that would be best for your family right now and explain why you chose the loan. 

c. Use the Loan Saving Calculator and enter the type of loan chosen in 5.b. (15 or 30 year fixed), the family’s state, and their loan amount.  Calculate the results and copy and paste the results into your report.  Compare the interest rate and total interest paid for their score of 750 to the results if their score had been 650.  Why does the loan cost so much more if a family has a low credit score? 


	13

(6)

(3)

(4)
	

	7.  Mortgage Points: 
a.  Enter the appropriate information for the mortgage you picked in 6.b. and rates for Ames Community Bank for no point (less points) and one point (more points).  Leave upfront costs at 1,000.  Enter the tax bracket percent from above.  Also enter property taxes at $2,000, homeowner’s insurance at $600, years before sell at 7, and savings rate at 3 %.  Select the fixed rate mortgage buttons at the end of the calculator.  Copy and paste the input and results pages from the web calculator into your Word document.

                                                                                  Turn page over…
b.  Type a paragraph explaining how the additional points increase the closing costs (Other loan costs of $1000).  

· First show your math calculations.   

· Should your family take the lower rate/highest points option? 

· Explain why or why not  
                                                                                    
	8

(4)

(4)


	

	8. Mortgage Loan Application:

a. Look through the four page mortgage loan application. Complete as much as you would like and include the mortgage loan application for your family in the front pocket of your folder.

b. Use the calculator “What Will My Closing Costs Be?”  Enter the appropriate information for the mortgage you picked in 7.b (purchase price, loan amount, term, discount points, and origination fee). Use the defaults for the fees but enter property taxes at $2,000 and homeowner’s insurance at $600. Copy and paste the input and results pages from the web calculator into your Word document. Use the results to complete the details of transaction.

c. Fill in Section VII, “Details of Transaction” correctly.


	8

(2)

(2)

(4)
	

	9.  Monthly Housing Costs:

a. Use the Tax Savings Calculator.  Enter the appropriate information from your work above and copy and paste your input and results into your Word document.   Also copy and paste in the first 12 months of the amortization table.

b. Explain the procedure the family must follow to receive the tax savings.  How is tax savings an advantage of homeownership?

c. Explain an amortized mortgage payment using the first and second months of the first year in the amortization table you copied in 9a.  

d. Briefly explain how escrow works in terms of property tax and insurance without using any specific numbers.   


	10

(2)

(2)

(3)

(3)
	


HDFS 341 Case Study: Buying and Selling a Home

Part 3:  Refinancing and Selling 
  



                      30 points   _______

	10. Refinancing:
a. Use Tax Savings Calculator. Copy and paste the input page into the report.  Go to the amortization table and screen print, copy and paste rows 35-46 (months) from the table.

b. “Is Now a Good Time to Refinance” into another loan? Use

· the amount they own at the beginning of the fourth year 

· a one percent lower rate, same term.  

· 5% estimated closing costs.  

· 7 more years.   

· Copy and include both your 

input page and 

the results page. 
      c.   Explain how they make their decision about refinancing using the results.  
	10

4

4

2
	

	11.  Selling:
a. Calculate (show your math) the potential sale price using 

· 4 % appreciation per year compounded for 3 years, start with purchase price

· Round the amount to the nearest thousand to reflect an actual sale price.  

c.   Calculate a real estate commission at seven percent of the actual sale price 

     d.   List the mortgage balance after paying the 39th monthly payment 

e. Calculate how much the family would be able to take to their new location after selling and paying a commission, closing costs, and their loan. 
	10

4

2

1

3
	

	12. Equity:
a.    Use the short method to calculate home equity after the 39th payment and based on the actual selling price established in 11a.

b.   Use the long method to calculate home equity and label the amount of each of the three equity components after the 39th payment.

c. Explain how the two equity methods should compare and the influence of equity.
	10

2

6

2
	

	WebCt Evaluation, each team member 2 bonus points

a. What you have learned in general from completing this case study 

b. Please suggest improvements that can be made to this case study project 
	
	





























