




Defini&on	–	There	are	several	types	of	homes	
that	are	worth	men&oning:	
(1)	A	__________	-	one	level,	
open	layout	
	

	 	 	 	(2)	A	______________	-		
	 	 	 	 	Mul&ple	floors,	usually
	 	 	 	 	in	ci&es	or	urban	areas	
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(3)	A	__________	-	Two	homes	
in	a	single	building	
	

	 	 	 	(2)	A	______________	-		
	 	 	 	 	Smaller,	English-like	
	 	 	 	 	architecture	

	
(3)	A	______________	-		
American,	“Five	Four	and	a	
Door”	
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Remark	–	When	you	purchase	a	home,	you	will	
probably	make	a	_______	_____________	on	
the	house,	and	finance	the	remaining	por&on	
with	a	_____________	______.	Generally,	the	
___________	payment	is	between	10%	and	40%	
of	the	selling	price.	
	
Mortgage	Loan	Amount	=		

	______________	-	__________________	



Example	1)	Andrew	bought	a	two-story	American	
colonial	for	$324,500.	If	he	took	out	a	$278,000	
mortgage,	how	much	was	his	down	payment?	



Example	1b)	The	Smiths	have	decided	to	
purchase	a	duplex.	They	would	use	the	rental	
income	from	one	part	of	the	duplex	to	help	meet	
the	mortgage	payments.	A	selling	price	of	
$100,800	was	agreed	upon.	What	is	the	amount	
of	the	mortgage	loan	if	a	down	payment	of	
22.5%	is	required?	



Example	2)	Cindy	wants	to	put	down	$15,770	on	
a	new	home,	and	pay	for	the	remaining	amount	
with	a	mortgage.	If	her	down	payment	
represents	15%	of	the	cost	of	the	house,	what	is	
the	maximum	amount	she	could	spend	on	a	
house?	Round	your	answer	to	the	nearest	cent.		



Defini&on	-	_____________	______________	
_______________	-	If	you	don’t	put	a	down	
payment	of	at	least	____	percent	of	the	price	of	
the	house,	you	may	have	to	pay	________	every	
month.	
	
*You	can	buy	a	bigger	house	with	a	smaller	down	
payment,	but	it	might	increase	the	cost	of	the	
mortgage	loan!	



Example	3)	Suppose	that	you	want	to	purchase	a	
house	for	$250,000.	Your	down	payment	is	20%	
of	the	cost,	and	you	will	pay	the	remaining	part	
over	360	months.	How	much	will	your	monthly	
payment	be?	



Example	3b)	Think,	Pair,	Share.	Suppose	that	you	
want	to	purchase	a	house	for	$250,000.	Your	
down	payment	is	15%	of	the	cost,	and	you	will	
pay	the	remaining	part	over	360	months,	plus	
$100/month	in	PMI.	How	much	will	your	monthly	
payment	be?	



Exit	Ticket)	If	you	put	down	35%	to	buy	a	house	
that	costs	$384,000,	how	much	will	your	
mortgage	be?		





Defini&on	–	A	mortgage	loan	requires	monthly	
payments,	some&mes	called	________________,	
in	which	part	of	the	payment	pays	off	
_______________	and	the	rest	of	the	payment	
pays	down	the	_______________.	
	
The	_______________	is	the	amount	of	money	
borrowed	on	the	mortgage,	and	
________________	each	month	as	you	pay	
down	the	mortgage	



Remark	–	The	Monthly	Payment	you	pay	on	a	
morgtgage	each	month	is	given	by:	
	
	
	
	
Where	“I”	is	the	monthly	interest	and	“P”	is	the	
amount	paid	to	principal.	
	
**Note	that	the	monthly	payment	always	
_______	the	________	throughout	the	mortgage	



Example	1)	Suppose	that	you	pay	a	monthly	
payment	of	$477.42.	If	in	one	month	$144.08	
pays	interest,	how	much	of	the	monthly	payment	
pays	down	the	principal?	



Example	1b)	Suppose	that	in	first	month	of	your	
mortgage,	you	pay	$500	in	interest,	and	$216.12	
to	the	principal.	What	is	your	monthly	payment	
over	the	life	of	the	mortgage?	
	
	
	
	
	
*Note	that	this	is	a	$______________	mortgage	
at	__%	annually,	for	____	years!	



Remark	–	If	we	have	a	preset	Amor&za&on	Table,	
for	a	$1000	loan,	then	we	can	also	calculate	our	
Monthly	Payment	using	the	table:	
	
	
	
	
	
	



Example	3)	Using	a	preset	Amor6za6on	Table.	
Ellen	obtained	a	$75,000	mortgage	loan	at	an	
annual	interest	rate	of	3%	for	30	years.	What	is	
(a)	the	monthly	payment	and	(b)	the	total	
amount	paid?	

Monthly Payment for a $1,000 Loan 
Annual 
Interest 

Rate 

Length of Loan (Years) 

20 years 25 years 30 years 

3% $5.55 $4.74 $4.22 

3.5% $5.80 $5.01 $4.49 

4% $6.06 $5.28 $4.77 

4.5% $6.33 $5.56 $5.07 

5% $6.60 $5.85 $5.37 

5.5% $6.88 $6.14 $5.68 



Example	3b)	Using	a	preset	Amor6za6on	Table.	
Ellen	obtained	a	$25,000	mortgage	loan	at	an	
annual	interest	rate	of	5%	for	30	years.	What	is	
(a)	the	monthly	payment	and	(b)	the	total	
amount	paid?	

Monthly Payment for a $1,000 Loan 
Annual 
Interest 

Rate 

Length of Loan (Years) 

20 years 25 years 30 years 

3% $5.55 $4.74 $4.22 

3.5% $5.80 $5.01 $4.49 

4% $6.06 $5.28 $4.77 

4.5% $6.33 $5.56 $5.07 

5% $6.60 $5.85 $5.37 

5.5% $6.88 $6.14 $5.68 



Defini&on	-	_________	____________	of		_____	-	
Over	the	course	of	the	mortgage,	you	will	pay	
interest	____________.	At	the	end	of	the	loan,	
add	up	all	the	installments,	and	the	total	cost	is	
given	by:	
	
Total	Cost	=	______________	+	______________	
	
	



Example	4)	Suppose	you	take	out	a	mortgage	for	
$175,000	for	30	years	at	4%	annually.	If	you	paid	
$125771.64	in	interest,	what	was	the	total	cost	
of	the	loan?	



Example	4b)	Suppose	you	take	out	a	mortgage	
for	$175,000	for	30	years	at	3%	annually.	If	the	
total	cost	of	the	loan	is	$265,610.54,	what	is	the	
total	interest	paid	on	the	mortgage?	
	
	
	
	
How	does	the	interest	compare	to	example	4	?	
Explain	in	complete	sentences.	



Exit	Ticket)	Suppose	that	you	take	out	a	
mortgage	at	5%	annually.	What	is	the	monthly	
interest	rate	on	the	mortgage?		





Remark	–	Recall	that	the	__________	Value	of	an	
investment	compounded	annually	is	given	by		
	
	
Where	A	=	________________,	P	=	__________,	
r	=	______________,	and	t	=	_______________.	
Example)	What	is	the	future	value	of	a	$10,000	
investment	that	compounds	at	7%	for	10	years?	



Defini&on	–	The	___________	____________	on	
a	mortgage	is	given	by		
	
	
	
	
Where	MP	=	_____________	____________,		
P	=	____________,	r	=	_________________	per	
month,	and	n	=	___________	of	___________.	



Example	1)	Suppose	that	you	take	out	a	
$100,000	mortgage	for	30	years,	at	4%	annually.	
what	is	your	monthly	payment?	



Example	2)	Think,	Pair,	Share.	Suppose	that	you	
take	out	a	$250,000	mortgage	at	3%	for	30	
years.	What	is	the	monthly	payment	on	your	
mortgage?	



Remark	–	Note	that,	again,	the	monthly	payment	
________	the	________	throughout	the	life	of	
the	mortgage.	Recall	that	the	“Total	Installments	
Paid”	is	given	by		
	
	
and	the	“Total	Interest”	is	given	by	



Example	3)	You	purchase	a	Cape	house,	and	
finance	it	with	a	$300,000	mortgage	for	30	
years,	at	3%.	Find	(a)	the	monthly	payment,	
(b)	the	total	installments,	and	(c)	the	
total	interest	paid	on	the	house.			
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Example	3b)	Repeat	the	problem,	except	now	
you	need	to	pay	4%	interest	annually	(on	a	
$300,000	mortgage	for	30	years).	How	much	
more	interest	are	you	paying	with	the	4%	loan	
versus	the	3%	loan?	
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Remark	–	The	process	of	paying	down	a	
mortgage	over	a	certain	amount	of	&me	(usually	
______	years)	with	the	same	monthly	payment	is	
called	___________________.		
	
Usually,	when	we	first	sign	a	mortgage	loan,	we	
will	get	an	__________________	table	that	
outlines	the	_________,	monthly	payment,	
Amount	to	__________,	Amount	to	
___________,	and	the	New	Balance	ager	each	
month.	



Remark	con’t	–	When	you	pay	a	mortgage	
monthly,	part	of	the	payment	goes	to	
___________,	and	the	other	goes	to	pay	down	
the	______________:	
	
	
	
You	cannot	pay	off	your	mortgage	unless	you	
pay	down	the	_____________!!	



Remark	con’t	–	Similarly,	as	&me	goes	on,	and	
over	the	life	of	the	mortgage,	with	every	month	
you	pay:	
	
The	Amt.	to	Interest	___________________	
The	Amt.	to	the	Principal	_________________.	
	
So	towards	the	end	of	the	loan,	you	are	paying	
virtually	no	interest.	



Example	4)	Complete	the	Amor_za_on	table	
below,	which	shows	the	first	two	months	of	a	
$100,000	mortgage	for	30	years	at	5%	annual	
interest.	
	 Month Previous 

Balance (start 
of month 

Monthly 
Payment 

Amt. to 
Interest 

Amt. to 
Principal 

New Balance 
(end of 
month) 

1 $100,000 $536.82 $416.67 

2 $99,879.85 $120.66 



Example	4b)	Think,	Pair,	Share	Complete	the	
Amor_za_on	table	below,	which	shows	the	first	
two	months	of	a	$300,000	mortgage	for	30	years	
at	4%	annual	interest.	
	Month Previous 

Balance (start 
of month 

Monthly 
Payment 

Amt. to 
Interest 

Amt. to 
Principal 

New Balance 
(end of month) 

1 $300,000 $1,432.25 $1,000 

2 $998.56 $299,134.07 



Exit	Ques_on)	Allison	bought	a	Colonial,	and	
financed	$225,000	with	a	mortgage,	at	6%	
annually	for	30	years.	At	the	end	of	30	years,	the	
total	cost	of	her	installments	was	$485,635.93.	
How	much	did	she	pay	in	interest	to	the	bank	
over	the	life	of	the	mortgage?		





Remark	–	Closing	Costs.	At	the	&me	you	sign	the	
documents	transferring	ownership	of	your	new	
home,	you	must	pay	___________	_______.	
	
____________	______	=		
	
**Closing	costs	may	include	fees	for	____________,	
_________	_________	and	_______	_________,	
_________,	and	the	prepara&on	of	documents**	

	



Example	1)	Jefferson	is	interested	in	purchasing	a	
$70,000	home.	He	plans	to	make	a	20%	down	
payment	and	finance	the	remaining	amount	
through	Connect	One	Bank.	Connect	One	has	
these	closing	costs:	credit	report:	$30;	appraisal	
report:	$255;	_tle	insurance:	$190;	survey	and	
photographs:	$225;	recording	fee:	$45;	legal	
fees:	$320.	If	the	loan	is	approved,	how	much	
cash	will	Jefferson	need	to	secure	the	loan?	



Remark	–	All	houses	are	subject	to	local	
______________	tax.	These	taxes	are	at	the	
_________________	level	(not	state	or	federal).	
______________	taxes	are	collected	to	help	pay	
for	police,	fire,	school	and	other	local	needs.	



Remark	(con’t)	–	Property	taxes	are	calculated	
using	the	_____________	________	of	the	
home.	Every	1-5	years,	a	tax	_______________	
from	the	town	will	es&mate	the	market	value	of	
your	home.	The	annual	property	taxes	are	given	
by:	
	
	
	
Where	we	use	the	percent	propor&on	(or	
percent	equa&on)	to	solve.	



Example	2)	The	assessed	value	on	your	home	is	
$250,000.	If	the	tax	rate	is	1.5%,	how	much	will	
you	pay	in	property	taxes	annually?		
	
	
Example	2b)	Suppose	that	you	want	to	pay	no	
more	than	$10,000	in	property	taxes.	If	the	local	
tax	rate	is	4.5%,	what	is	the	maximum	you	would	
be	willing	to	pay	for	a	home?	



Property	Taxes	Across	the	U.S.	–	Circa	2015	
	
	
	
	
	
	
	
	
Source:	TaxFounda6on.org	



Example	3)	Diana	bought	a	colonial	home	for	
$580,000.	The	assessed	value	is	$478,000.	If	her	
property	taxes	are	3.25%	of	the	assessed	value,	
how	much	will	Diana	be	paying	in	property	taxes	
(a)	annually,	and	(b)	per	month?			
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Example	3b)	Think,	Pair,	Share.	Melanie	pays	
$1,250	per	month	in	real	estate	taxes.	If	the	
assessed	value	of	her	home	is	$394,000,	what	is	
her	local	property	tax	rate?	Write	your	answer	as	
a	percent	rounded	to	the	nearest	tenth.	



2.4	Ac6vity	–	Checking	out	local	property	taxes.	
Complete	the	following	google	form	to	explore	
local	property	taxes	in	New	Jersey:	
	
hjps://forms.gle/9LAW38jhVZ3EfdKh7		



Exit	Ques_on)	Alex	pays	$850	per	month	in	
property	taxes.	If	the	property	tax	rate	is	6.2%,	
what	is	the	assessed	value	of	his	home?			





Remark	–	When	you	own	a	home,	you	will	
probably	purchase	__________________	
__________________.	this	insurance	protects	
the	house	from	losses	due	to:	
² ________	
² ________	
² ___________	__________	
² _________	(depends	on	loca&on)	



Remark	#2	–	Homeowner’s	insurance	also	
includes	_____-___-_____-__________	(while	
you	live	away	from	home).	___________	
__________	and	___________	coverage	protect	
you	from	financial	losses	if	someone	gets	injured	
on	your	property.	
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Remark	#3	–	To	receive	full	payment	for	any	loss	
up	to	the	amount	of	the	policy,	you	must	insure	
your	home	for	at	least	80%	of	its	_____________	
_________	(some	companies	may	require	90%	
or	100%).		
	
Amt.	of	Coverage	=		



Example	1)	The	Macintosh	family	is	purchasing	a	
home	that	has	a	replacement	value	of	$315,000.	
They	wish	to	ensure	their	new	home	for	85%	of	
its	replacement	value.	What	is	the	amount	of	
insurance	on	their	home?	What	is	the	amount	of	
coverage	on	their	garage?	(use	the	table)	
	

Coverage % of Coverage 

Personal Property 50% 

Loss of use 20% 

Garage and other 
structures 

10% 



Example	2)	Suppose	that	the	“Personal	Property”	
insurance	on	your	house	is	50%	of	the	
replacement	value.	If	the	insurance	coverage	is	
$275,000,	what	is	the	total	replacement	value	of	
the	home?	



Remark	–	Insurance	Premium	-	The	amount	of	
your	___________	___________	depends	on	the	
amount	of	insurance,	the	____________	of	your	
property,	and	the	type	of	______________	of	
your	home.	The	______	____________	_______	
is	a	number	that	reflects	the	quality	of	fire	
protec&on	in	your	area.	



Remark	–	Home	insurance	is	determined	by	
many	factors,	including:	
____________________________	
____________________________	
____________________________	
____________________________	
____________________________	
____________________________	
Among	others.	They	use	sta&s&cs	and	data	to	
come	up	with	a	monthly	premium.	
https://www.insurance.com/home-and-renters-insurance/home-insurance-basics/insurers-calculate-home-insurance-premium.html - Source 



Example	3)	If	the	replacement	value	of	your	
home	is	$380,000,	complete	the	table	for	each	
corresponding	coverage.	

Coverage Type % of Coverage Coverage ($) 

Structural $340,000 

Personal 
Property 

15% 

Living Expenses $20,000 

Additional Source: 
 https://www.insure.com/home-insurance/homeowners-insurance-policy.html  



Remark	–	Building	A	Budget.	We’ll	have	three	
major	expenses:	a	monthly	______________	
_____________,	________	__________	taxes,	
and	______________	payment.	
	
NOTE*	-	The	____________	____________	
____________(FHA)	recommends	that	your	total	
monthly	housing	cost	be	_______	________	
______	of	your	monthly	net	pay!!	
	



Example	4)	Suppose	that	you	earn	an	annual	
salary	of	$64,000.	(a)	What	is	your	monthly	take-
home	salary	(gross	pay).	(b)	What	is	the	FHA	
recommended	amount	of	money	you	could	spend	
on	housing	costs	per	month?	
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Example	4)	Your	monthly	housing	expenses	are:	
Mortgage:	$1,480	
Home	Insurance:	$120	
Real	Estate	tax:	$800	
(a)	What	are	your	total	monthly	housing	
expenses?	(b)	What	annual	salary	would	you	
have	to	earn	in	order	to	be	within	FHA	
recommenda_ons?	



Example	6)	Think,	Pair,	Share.	Marvin	recorded	
his	housing	expenses	for	the	month	of	August:	
mortgage	payment:	$984.00;	insurance:	$89;	
taxes	$92;	electricity:	$47.35;	water:	$14,	and	
repairs:	$129.	His	monthly	take-home	pay	is	
$2,495.	What	is	his	(a)	monthly	housing	costs	
and	(b)	is	it	within	FHA	recommenda_on?	



Exit	Ticket)	Determine	whether	each	statement	is	
true	or	false.	
(1) The	FHA	recommenda_on	for	housing	costs	

as	a	percentage	of	salary	is	80%	
(2) Home	insurance	premium	depends	on	the	

square	footage	of	the	home	
(3) Home	insurance	premium	depends	on	if	the	

house	is	located	in	a	FEMA	“flood	zone”	
(4) Home	insurance	premium	depends	on	if	the	

house	has	a	deadbolt	lock	


