ECO 113
Weekend Assignment 10

Due:  see webpage



Name: _______________________
Mortgages, and tax implications (of mortgages)
[As always, you can find important links in the “links” section of our webpage.]

1. Go to  http://homebuying.about.com/od/buyingahome/bb/shopping1sttime.htm 
Read the article: “Before You Buy Your First Home – Tips for First-time Home Buyers.”

· Times have changed: Where do most people begin their home search? 
_____________________________
List a few advantages of initially searching for a home this way (Stating your own opinion is fine…) :


     _______________________________________________________________
__________________________________________________________________________
__________________________________________________________________________

__________________________________________________________________________
· Tell us something from this realtor’s article (who has been written by a lady who has been in the business for many years) that you found interesting. 

__________________________________________________________________________
__________________________________________________________________________

__________________________________________________________________________


__________________________________________________________________________

2. Go to http://michaelbluejay.com/house/pmi.html 
· What does PMI stand for? P_____________ M________________ I _______________
· Who has to carry PMI?

__________________________________________________________________________

__________________________________________________________________________
· What does PMI do?

__________________________________________________________________________
__________________________________________________________________________
__________________________________________________________________________

· How long does a homeowner have to stay signed up for it?

__________________________________________________________________________
__________________________________________________________________________
· Give one reason why a certain mortgage holder’s PMI does not automatically cancel when he/she does not have to be signed up for it any longer:

(If possible, pick one that homeowners should generally be aware of because it may affect them.)

__________________________________________________________________________
· Use the provided “Calculator” on the bottom of the webpage: Sarah’s mortgage is based on a value of $240,000. She makes a down payment of only 5%. Her interest rate is 6.75%. She is required to carry PMI. 
Approximately how much does she have to budget monthly in PMI cost?     $ _________

Approximately how much does she pay in total PMI costs?     $ _______________

If she made a down payment of 10%, give the approx. monthly PMI cost:  $ _________

And the approximate total PMI cost:     $ _______________

3. Go to  http://www.alllaw.com/articles/tax/article3.asp
Read the article “The Tax Benefits of Home Ownership”.
This article introduces us to three people, each named Bob. It compares how much federal income tax Bob has to pay with the benefits of owning a home (or taking out a home equity loan) and without.

· Explain how “Bob I”  is able to take a huge tax deduction when he owns his primary residence versus when he does not: (Don’t be too brief.)

 __________________________________________________________________________
__________________________________________________________________________

__________________________________________________________________________


__________________________________________________________________________
__________________________________________________________________________
__________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________

__________________________________________________________________________
· Explain how “Bob II” is able to take a tax deduction when he takes out a home equity loan (let’s assume the lender lets him do that). Note that “Bob II” made sure he had enough money saved up to actually pay this loan back in full whenever he chooses.

(Don’t be too brief.)
__________________________________________________________________________
__________________________________________________________________________

__________________________________________________________________________


__________________________________________________________________________
__________________________________________________________________________
__________________________________________________________________________

__________________________________________________________________________
__________________________________________________________________________

__________________________________________________________________________
· State what “Bob III” did that made it possible for him to take an additional tax deduction:
(Note: I am not sure the numbers are correct on this last example since his taxable income is the same as in the example before, but the taxes he owns are not.)


Here you don’t have to explain how it works.
__________________________________________________________________________
__________________________________________________________________________
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