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There are a number of strategies for reducing
the time needed to pay off a mortgage and for
reducing the total interest paid

A pre-approved mortgage is the maximum
amount that can be borrowed from a lending
Institution to purchase a house

—> used to determine the maximum house
price a buyer can afford
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~ calculating the amount of each regular payment and the amount paid in one year

Semi-monthly Monthly pavment 1250.88

AEPREERNE 2 2 625.44 x 24
=24 BRABRIS - $15 010.56

i — $625.44
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| calculating the amount of each regular payment and the amount paid in one year

- Every other week
> 26 payments
peryear

Bi-weekly
- Every other week | Monthly pavment <12 1250.88x12 577 .33 x 26
> 26 payments 26 26 ~ $15 010.58
B = $577.33 '
AcceleraredDbi-
= 1250.88

ased on
average bi-weeks Monthly payment 2 625.44 x 26
per month > — $625.44 = $16 261.44




DAL | TIE YN UYL A VIV AL

| calculating the amount of each regular payment and the amount paid in one year

H_';e::;rnem de Monthly _,;:;azymenrx 12 1250.88x12 288.66 x 52
5 B3 paymants _ $2858? o | 81501032
Weekly 1250.88

:vs ;Zidn?lrr:”nber of Manrhl};paymenr 4 312.72 x 52
g%%l%:: 3127y | = $16261.44
year
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ge;:;rnent de Mornthly ;:;al;ymenrx 12 1250.88x12 288.66 x 52
E;Ezwﬁf;;mems o 858%66 = $15 010.32
weekly 1250.88

:ﬁvsrzsg{:dn?.lﬁber of Mﬂﬂfh!y::rqpment 4 312.72 x 52
%E%:E‘%::s _$312.72 = $16 261.44
year
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| 12
(a) Using the TVM Solver, determine the monthly payment for a 20-year
amortization period (assume semi-annual compounding on the interest)

N =281Q 12 ~ Mortgage is entered as present value
1% = 6.09 —>Mortgage is a loan
' > Needs to be paid immediately

PV = 167 000
PMT = G- 1197.80 ~ Press ALPHA then ENI

_ SN~
FV=0 Expressed as negati
P/Y = 12 - Represents money i§ beingipaia
ClY=2 They will be payin er

month on a 20° Wﬁ%
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[N =240 o g vour value fra ota
amount paid for the mortgage over the 20 years
1% = 6.09 - 2o A
PV = 167 000 12 monthly payments x 20 years
= 240 payments
PMT = — 1197.80 ol
FV = 0 Total = n x PMT
= # of paymentqﬂ
P/Y = 12 =240 x 1197.8
CY = 2 | =287 472

Danilo and Kyoko will be paying a.tof;
472 on a 20 year rtgae‘;\g(
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| (c) Determine the monthly payment for a 15-year amortization period

N =188 12 ~ Mortgage is entered as present value
1% = 6.09 —->Mortgage is a Iqar? |
- Needs to be paid immediately
PV = 167 000
PMT = 0 141052 \ Press ALPHA then
_ SN .
FV= 0 Expressed as negati
2R t bei
P/ = 12 epresents money is being

C/Y =2 They will be pa $1410.52 per
month on a




- N =180

1% = 6.09

PV = 167 000
PMT = — 1410.52
FV= 0

P/Y = 12
ClY=2

amount paid for the mortgage over the 15 years

12 monthly payments x 15 years
= 180 payments

Total = n x PMT

= # of paymentw
=180 x 1410.57
| =253 893.60]

Danilo and Kyoko will be pa

893.60 on a 15 year mortga gPe(
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N =240 N =180
1% = 6.09 % = 6.09

[PV = 167000 | Pv = 167 000

| PMT = — 1197.80 PMT = — 1410.52
FV= 0 Part (a) Fv= 0 Part(c)
PIY = 12 PIY = 12
CIY =2 CIY =2

Find the difference between the two payments 1€ monthl %‘ ra 15

= 1410.52 - 1197.80 year mortage is $21g-#¢ more
[=$212.72] > Shorter dmortizatio \ higher
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Find the difference
=287 472 — 253 893.60
|= $33578.40|

The total amount paid for a 15 year mortgage is $33 578.40 less than the 20
year mortgage
- Shorter amortization, smaller total amobi pe
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(a) Use the TVM Solver to determine the weekly payment for a
mortgage of $183 000 at 5.39% interest per year for a 20-year
amortization period (assume semi-annual compounding of the

- 2
interest) | N = 204052
Mortgage is entered as present value

> Mortgage is a loan w.39
- Needs to be paid immediately PV = 183 000

Press ALPHA then ENTER y Q- 285.98 ’\g
Expressed as negative - =0 i

- Represents money is being paid out | PJY = 52 i

They will be paying $285.98 per week CIY'=2 LINE.COM
on a 20 year mortgage
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(b) Arnold plans tg/enew his mortgage for $183 000. He chooses to
increase his monthly payment to $1600 per month. Use the TVM Solver
to determine the length of time needed to pay the mortgage in full
(assume semi-annual compounding of the interest)

2 N = 060.0548
Press ALPHA then ENTER
1% = 5.39

Mortgage is entered as present value PV = ’1 83 000
- Mortgage is a loan

> Needs to be paid immediately y — 1600
=0

Expressed as negative -
- Represents money is being paid out | PJY = 12

ClY=9

It would take Arnold 160 months to pay
the mortgage in full!

LINE.COM




CABILAN MATH ONLINE.COM



