Iowa State University, HDFS 341,  Housing Finance and Policy

Case Study: Buying and Selling a Home
The case study provides a “hands-on” application of housing finance.  This is an exercise in critical thinking and problem solving.  

· Work in a team of two and take the role of the family you are assigned, either A, B, or C.  Use the family for all parts of the case study project.  Family D will be used in class.
· The assignment for each part of the case will be in the WebCT Assignment box and should be downloaded for your use as a template. 
· Type the case study report in Microsoft Word. Insert information from the web by means of copy and paste.  
· Answer the questions in order.  Using the assignment template, include the questions in your report and use the main headings, question numbers and letters to show a specific answer on additional pages when inserted following a question.  
· Each team completes an electronic portfolio report for each of the three parts of the case study.  One team member attaches the electronic portfolio report as a Word file in the assignment drop box in WebCT.   Please include your team number in the attachment file name. 
· Submit reports only electronically.  Folders are turned in on the due date in class.  Folders are used to return your graded report to insure your academic privacy.

· Each part of the case study will be printed out and graded by the instructor and then returned to you in the pocket of your folder.  Please leave the graded part of the case study in your folder. 
· Each team member receives the same grade for each part of the case study.
Due Oct. 4     Case Study Part 1. Getting Ready to Buy        
Text Chapters 2, 4, 5, 6, 7, 8
1.
Family Decisions



Exercise 1

2.
Prequalifying



Exercise 2

3.
Selecting a Home



Shop On-line

4. Offer to Purchase

Due Oct 27   Case Study Part 2.  Buying and Financing 
Text Chapters 9, 10, 11, 12
5.
Purchase Contract

6.
Compare Mortgages


Exercise 3

7.
Mortgage Points



Exercise 4

8.
Mortgage Loan Application

9. Monthly Housing Costs


Exercise 5

Due Nov 17   Case Study Part 3. Refinancing and Selling
Text Chapters 14, 15, 16, 17,











18, 19, 20, 21
                        10.   Refinancing




Exercise 6

11. Selling

12. Equity




Exercise 7

Part 1.   Getting Ready to Buy

  
Due  Oct. 4            40 points  

Part 2.   Buying and Financing


Due  Oct. 27          50 points   

Part 3.   Refinancing and Selling 


Due  Nov. 17         30 points   
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HDFS 341 Case Families 

Family A:  the Albert family.

Jim and Karen are both 33 years old.  They have two daughters.  Kara is ten and Alyssa is eight.  The Albert’s are living in a relatively new two-bedroom mobile home.  They want to buy a single-family home with at least three bedrooms.  

Jim is a floor installer and makes an annual salary of $42,000 and Karen is a lab technician in the medical clinic and makes an annual salary of $37,000.  Their health insurance is paid for through Karen’s work.  They have a small retirement plan through both of their employers and they each contribute 7% of their annual income to retirement.  They also save $40 a month for their daughters’ educations.  The Albert’s have an emergency fund of $1,500. 

They just bought a new car and pay $340 a month for car payments on a 36 month contract.  They have $2200 in credit card debt.   Karen is still paying off her student loans of $95 per month.  Over the past 3 years, the Albert’s have saved $9,500 in short-term CDs and expect to have a profit on the sale of their mobile home of $12,500. 

Short term goal: The Albert family would like to purchase a nice 3 bedroom home for their family with a two car garage. 

Long term goals: The Albert’s would like to help fund at least $15,000 of each of their daughters’ educations, save more towards retirement, and get out of debt.  

Family B:  the Beal family.

Craig and Janette are both in their early 40’s.  They have one child; Ben who is 15.  The Beal’s are living in a small three-bedroom home and want to buy a different home, preferably a town house because they are tired of doing yard work and shoveling snow.  

Craig is a high school teacher and coach and makes $59,000 a year.  He also works with a roofing crew in the summer and adds an additional $8,000 to his yearly earnings.  Janette works part-time as a secretary and earns $29,000 a year.  Both have fairly secure jobs and do not expect their positions to be cut in times of budget difficulties.  Craig has a retirement plan and heath insurance with his school district.  He pays $115 a month to expand the health insurance to cover his family.  Janette does not have a retirement plan with her employer but does pay into social security.

They are paying for a car they bought last month.   They pay $360 a month for the car payment and have 35 monthly payments left on the contract.  They have $800 in credit card debt.   Over the past 5 years, the Beal’s have saved $12,000 in a savings account and hope for a profit from the sale of their current home of $20,000 because they remodeled it over the past 5 years. 

Short term goal: The Beal family would like to purchase a nice 3 bedroom town house with a family/recreation room and a two car garage.

Long term goals: When the Ben grows up, they would like to travel and save more towards retirement.  

Family C:  the Cole family.

Randi is a 35 year old single mother of two children.  Sally is five and Brian is seven.  The Cole’s are living in a two-bedroom apartment with no outside play space for the children.    

Two years ago, Randi took a job as an accountant and makes $51,000 a year.  She has a retirement plan and heath insurance with her company.  

Her car is paid for.  She has no credit card debt.   Over the past two years, Randi has saved $10,000 for a down payment on a home.  Randi’s mother is retired and collects social security.  She lives in an apartment in the same building and watches the children while Randi is at work.  She would like to move in with them and is willing to help with the down payment on the home they buy.  She has saved $15,000.

Short term goal: The Cole family would like to purchase a nice 4 bedroom home with a two car garage, preferably something that had a nice yard for the children.

Long term goal:  Randi would like to start saving for her children’s future educations.

Family D:  the Duff “Family”   (class demo-family)

Henry Duff is a single guy living with a big black dog named Gus.   Currently, Henry is living in a two-bedroom townhouse and would like to buy a modest home because he is tried of paying rent.  Also, Gus would like better accommodations! 

Henry is an electrical engineer and makes $60,000 a year.  He pays $400 a month for his new car (24 month contract) and pays about $400 a month towards his credit card debt (he took a vacation to Spain and has $6000 charged on his card).  Henry has saved over $40,000 in short term CD’s and is willing to use $25,000 for down payment and closing costs on a home.

Short term goal:  Buy a modest, yet good looking home, with good resale potential.  Must have a fenced in yard or one that can be fenced in for Gus.

Long term goal:  Take more international vacations. 
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