One point
1.  The future value of a deposit of $577 will be more if this amount is compounded:
A.  annually
B   Daily 
C.  quarterly
D.  monthly

One point
2. The future value of $1,000 compounded monthly for 4 years at 12 % may be calculated with the following formula:
A.  FV = $1,000 * (1 + 12%)4 
B.  FV = $1,000 * (1 + 12%)48
C.  FV = $1,000 * (1 + 1%)4
D.  FV = $1,000 * (1 + 1%)48

Two points
3. What is the value today of $4,000 you will receive in year 5 if the interest rate is 12% compounded quarterly ?


Two points
4. What is an annuity?    What is the difference between an ordinary annuity and an annuity due?
	


One point
5.  ALOWIDA construction company is financing a new machine with a loan of $550,000, to be repaid in 10 annual end-of-year installments of $89,509.97  What annual interest rate is the company paying?



Three points
6. Your company would like to borrow $100,000 to purchase a piece of machinery. Assume that you can make one payment at the end of each year, the term is 15 years, and interest rate is given you from SAMBA is flat rate of  7%.  What is the amount of the annual payment? What is the Nominal interest rate? 









One point
7. Which of the following is not a determinant of interest rates for single family residential mortgages?
  A.  Default Risk
  B.  Anticipated Inflation and Unanticipated Inflation
  C.  Prepayment Risk
  D.  Institutional Risks
  
One point
8. Which mortgage would a borrower prefer to have during inflationary periods?
A.  CAM
B.  CPM
C.  Flat interest rate system
D.  Cannot be determined with this information

Three points
9. $250,000 home, 80% LTV Loan, 8% Flat Interest rate , 4 Points, 30 Years  what is the nominal interest rate ? and what is the effective cost real cost the IRR for the lender



Two Points
10. In question 9; how much money do you need to pay off the mortgage after 10 years if there is no prepayment penalty?  



Two points
11. . In question 9: what is the monthly payment if the loan was an Interest Only Loans?



Two Points
12. In question 11: what is the Balloon Payment if the mortgage was for 5 years?



Two points
13.  In question 12; what will be the Balloon Payment if the monthly payment was fixed on 1000$ monthly





One point for the next four MC
14. Price Level Adjusted Mortgage (PLAM) is 
      A. Loan balance adjusted for inflation
      B. Payment adjusted for inflation 
      C.  Interest adjusted for inflation
       D. All the above. 

  15. Index is the interest rate that the lender does not control such as
        A. Treasury securities
         B. Cost Of Funds Index (COFI)
         C.   London Interbank Offered Rate (LIBOR)
          D. All the above 

16.  Teaser Rate is 
      A. Initial rate below market composite rate
       B. Accrual Rate 
       C. Negative Amortization
       D. Payment Shock

  17. Hybrid ARMs and FRM  is 
       A. Sometimes negative amortization
       B. Pay interest only
       C. Pay interest & some principal
        D. Longer initial reset period

One point
18.  ARM, Loan Amount = $100,000, Starting Rate = 5%, Term = 30 Years, Adjustment Interval = 1 Year, what is the payment? N360 



Two points
18/1: If the new rate after the first year become 6% what will be the new monthly payment? 

Two points
18/2 If the interest rate hike to 9 %, and there was an interest rate cap of 3% from the initial rate (5%) what will be the new interest rate? 


Three points
18/3  If  the interest rate hike to 9 %, and there was an payment cap of 5% how much the payment will be?


\


Three points
18/4 in the last question (18/3), if this started after year 15 ( from year1- year 15 the rate was 5% then hike to 9% and there 5% cap on payment ) and will  continue for the end of the loan maturity.  How much the borrower should pay in the end of the loan life to free his house deed?


 

One Point
18/5  in the last question (18/4), what we called this  kind of amortization?   


Two Points
19. Home price 100,000, 20% down payment, 30 year FRM @ 9%  with no discount point or 8.5 with 3 discount points.
which is financially better? show why 






One point
20. Home Value = $100,000 
Two Financing Alternatives
#1:  90% Loan to Value, 10.5% Interest Rate, 30 Years
#2:  80% Loan to Value, 10% Interest Rate, 30 Years
 Calculate each alternative payment





Two points
20/1 it looks like that the financial cost difference is 0.5% but what the real cost difference between the two choices in term of interest rate of taking the first choice.


\
Three points
21. Home Value = $100,000 
Two Financing Alternatives
#1:  90% Loan to Value, 10.5% Interest Rate, 30 Years
#2:  80% Loan to Value, 10% Interest Rate, 25 Years
If you can invest $10,000 on investment that gives you IRR of 15% yearly , which of the two Financing Alternatives is better for you? show your decision steps.
Three points
22. A borrower has secured a 30 year, $100,000 loan at 10%.  Fifteen years later, the borrower has the opportunity to refinance with a fifteen year mortgage at 7%.  However, the up front fees, which will be paid in cash, are $3,333.  What is the return on investment if the borrower expects to remain in the home for the next fifteen years? SHOW YOUR calculation steps 







Three points
23. $100,000 Loan, 15 Years, 6% interest, One year later, the market interest rates are 7%. What are the book and the market value for this loan? show steps






Two points
24. You need a $500,000 financing package. $100,000 at 5%, 30 Years , $200,000 at 6.5%, 20 Years, $200,000 at 8% 10 Years, (notice 1. that these loans are not amortized loan which mean you have to pay them in the end of loan life 2. the payments are monthly  3. the interest is on compound basis)  
What is your effective cost of this multiple loans?










Two Points
25.   A builder is offering buyers mortgage rates of 10% with 15 year term.  Current rates are 10.75%.  The Bank will provide the loans, if the builder accepts to pays an equivalent amount up front to buy down the interest rate.  If a house is sold for $300,000 with a 90% loan, how much would the builder have to pay to buy down the loan? Show steps
 





Three Points
26. Mr. Al-Bakor  has an existing loan with payments of $782.34.  The interest rate on the loan is 10.0% and the remaining loan term is 10 years.  The home is now worth $120,000 and Mr. Al-Bakor would like to borrow an additional $30,000 through a wraparound loan. Terms of the wraparound loan are 12.25% interest with monthly payments for 10 years.  What is the incremental cost of borrowing the extra $30,000 through a wraparound loan?


6

