Home Loans In-class Practice Solutions
Your friend found a house that she loves but does not know how to compute the monthly payments. She knows you can! Thus, she asks you to calculate what her monthly payment would be if she bought her dream house. The purchase price is $210,000. She confirmed that she can afford a 15% down payment and the bank said that she could have a 30-year loan with a 6.875% fixed interest rate.
1)  	What is her down payment? $31,500
 
2)  	What is the amount of the loan? $178,500
 
3)  	What is the amount of her monthly payment? $1172.62
Students begin by tapping into their prerequisite knowledge of percentages to compute the down payment in (1). They then use their problem-solving skills to compute the amount of the loan in (2). Students continue to use their problem-solving skills for (3) as they decide on the general formula that is needed to compute the monthly payment, as well as identify the information required to utilize that general formula.
If you complete the above early, please find the following.
4)  	What is the total amount paid over the course of the loan?
	$1172.62*12*30 = $422,143.20
Note: If students use more decimal places in #3, then their answer for this may vary and may be around $422,142.46.

5)  	What is the total amount of interest paid over the course of the loan?
	$422,143.20-$178.500 = $243,643.20
Note: If students use more decimal places in #3, then their answer for #4, and hence #5, may vary and be around $243,642.46.

On (4) and (5), students will continue to engage in problem solving as they need to identify the information required to compute the total amount paid and the total amount of interest paid over the course of the loan.


