Assignment Type: Individual Project   Deliverable Length: 3-4 paragraphs 
Points Possible: 90   Due Date: 2/17/2008 11:59:59 PM 

Please answer this questions:

A. Joe won a lottery jackpot that will pay him $12,000 each year for the next ten years. If the market interest rates are currently 12%, how much does the lottery have to invest today to pay out this prize to Joe over the next ten years? 

B. Mary just deposited $33,000 in an account paying 10% interest. She plans to leave the money in this account for seven years. How much will she have in the account at the end of the seventh year? 

C. Mary and Joe would like to save up $10,000 by the end of three years from now to buy new furniture for their home. They currently have $2500 in a savings account set aside for the furniture. They would like to make equal year end deposits to this savings account to pay for the furniture when they purchase it three years from now. Assuming that this account pays 8% interest, how much should the year end payments be?

Show all work for each assignment and explain each step carefully.

Bernie and Pam Britten are a young married couple beginning careers and establishing a household. They will each make about $50,000 next year and will have accumulated about $40,000 to invest. They now rent an apartment but are considering purchasing a condominium for $100,000. If they do, a down payment of $10,000 will be required.

They have discussed their situation with Lew McCarthy, an investment advisor and personal friend, and he has recommended the following investments: 

· The condominium - expected annual increase in market value = 5%. 

· Municipal bonds - expected annual yield = 5%. 

· High-yield corporate stocks - expected dividend yield = 8%. 

· Savings account in a commercial bank-expected annual yield = 3%. 

· High-growth common stocks - expected annual increase in market value = 10%; expected dividend yield = 0. 

1. Calculate the after-tax yields on the foregoing investments, assuming the Brittens have a 28% marginal tax rate (based on Public Law 108-27, The Jobs and Growth Tax Relief Reconciliation Act of 2003). 

2. How would you recommend the Brittens invest their $40,000? Explain your answer. 

SHOW ALL WORK FOR EACH ASSIGNMENT AND EXPLAIN EACH STEP CAREFULLY.

Assignment Type: Individual Project 2   Deliverable Length: 1-2 pages 
Points Possible: 90   Due Date: 2/24/2008 11:59:59 PM 

Nancy Tai has recently opened a revolving charge account with MasterCard. Her credit limit is $1000, but she has not charged that much since opening the account. Nancy hasn't had the time to review her monthly statements as promptly as she should, but over the upcoming weekend, she plans to catch up on her work.

In reviewing November's statement, she notices that her beginning balance was $600 and that she made a $200 payment on November 10. She also charged purchases of $80 on November 5, $100 on November 15, and $50 on November 30. She can't tell how much interest she paid in November because she spilled watercolor paint on that portion of the statement. She does remember, though, seeing the letters APR and the number 16%. Also, the back of her statement indicates that interest was charged using the average daily balance method including current purchases, which considers the day of a charge or credit.

1. Assuming a 30-day period in November, calculate November's interest using the average daily balance method. Also, calculate the interest Nancy would have paid with: a) the previous balance method, b) the adjusted balance method. 

2. Going back in time, when Nancy was just about to open her account, and assuming she could choose among credit sources that offered different monthly balance determinations, and assuming further that Nancy would increase her outstanding balance over time, which credit source would you recommend? Explain.

SHOW Assignment Type: Discussion Board   Deliverable Length: 2-3 paragraphs 
Points Possible: 55   Due Date: 2/24/2008 11:59:59 PM 

If a good friend of yours has had serious financial misfortunes lately and is unable to meet her debt payments, what advice can you give? Be sure to include the topic of bankruptcy because she has heard that it eliminates all your credit problems. In your discussion, distinguish between straight bankruptcy and a wage earner plan. Use the Library and other Internet sources to supplement your information.

In your own words, please post a response to the Discussion Board and comment on other postings. You will be graded on the quality of your postings.

 ALL WORK FOR EACH ASSIGNMENT AND EXPLAIN EACH STEP CAREFULLY.

Assignment Type: Discussion Board   Deliverable Length: 2-3 paragraphs 
Points Possible: 55   Due Date: 3/2/2008 11:59:59 PM 

Bob Brown was recently involved in a minor auto accident. His car was hit from behind, and he, in turn, slammed into the car in front of him. He would like someone to explain his coverage and show him where, in his auto policy, each of his losses might be covered. The explanantion of coverage and the location of coverage should be in general terms for most auto insurance policies, please do not use only your personal auto insurance policy as your guide for your response.

Help him out by doing that for each of the following items. 

1. The cost of a medical checkup for his passenger, Ruth 

2. The front and rear damage to his car 

3. The damage to the car in front of him 

4. The damage to the car behind him 

5. The total amount of liability protection for bodily harm and property damage

In your own words, post a response to the Discussion Board and comment on other postings. You will be graded on the quality of your postings.
Assignment Type: Individual Project   Deliverable Length: 1-2 pages 
Points Possible: 90   Due Date: 3/2/2008 11:59:59 PM 

Sue and Tom Wright are assistant professors at the local university. They each take home about $40,000 per year after taxes. Sue is 37 years of age, and Tom is 35. Their two children, Mike and Karen, are 13 and 11.

Were either one to die, they estimate that the remaining family members would need about 75% of the present combined take-home pay to retain their current standard of living while the children are still dependent. This does not include an extra $50/month in child-care expenses that would be required in a single-parent household. They estimate that survivors' benefits would total about $1,000 per month in child support.

Both Tom and Sue are knowledgeable investors. In the past, average after-tax returns on their investment portfolio have exceeded the rate of inflation by about 3%.

1. If Sue Wright was to die today, how much would the Wrights need in the family maintenance fund? Use the "needs approach" and explain the reasons behind your calculations. 

2. Suppose the Wrights found that both Tom and Sue had a life insurance protection gap of $50,000.  Present the steps in sequence how Wrights should proceed to search for protection to close that gap?  

SHOW ALL WORK FOR EACH ASSIGNMENT AND EXPLAIN EACH STEP CAREFULLY.

Assignment Type: Individual Project   Deliverable Length: 1-2 pages 
Points Possible: 90   Due Date: 3/9/2008 11:59:59 PM 

Cliff Swatner is single, 33, and owns a condominium in New York City worth $250,000. Cliff is an attorney and doing well financially. His income last year exceeded $90,000, and he has sufficient liquid assets to supplement his condominium and other tangible assets. Several years ago, Cliff began investing in stocks and bonds. He made his selections on the basis of articles he read describing good investment opportunities. Some have worked well for Cliff, but others have not. Cliff has never taken the time to evaluate his portfolio performance, but he feels it isn't very good. Cliff currently has about $90,000 invested. He has been dating a woman lately and hopes to marry her in three years, at which time he will need $20,000 for marriage expenses and a honeymoon. Cliff's only other objective is to accumulate funds for retirement, but he does not have a specific dollar target for this goal. Cliff feels that he has a moderate risk-tolerance level.

1. Explain some disadvantages of Cliff's current investment approach. 

2. Construct a portfolio for Cliff, limiting your selections to mutual funds (assume that he sells his current stock and bond holdings). Make sure your plan indicates specific dollar amounts for each portfolio component. Make sure your plan also explains your selections for each portfolio component. 

3. Explain how Cliff should periodically rebalance his portfolio, indicating how frequently rebalancing should be done.

SHOW ALL WORK FOR EACH ASSIGNMENT AND EXPLAIN EACH STEP CAREFULLY.

Assignment Type: Discussion Board   Deliverable Length: 2-3 paragraphs 
Points Possible: 55   Due Date: 3/9/2008 11:59:59 PM 

1. Compare a regular cash dividend with a periodic share repurchase. Which has greater appeal to you? Explain. 

2. Explain a stock dividend and further explain if you would prefer it to a cash dividend. 

3. What are stock splits and how desirable are they?

Assignment Type: Group Project   Deliverable Length: 2-3 pages 
Points Possible: 200   Due Date: 3/16/2008 11:59:59 PM 

Complete the following exercise in your groups:

Kim and Dan Bergholt are both government workers. They are considering purchasing a home in the Washington D.C. area for about $280,000. They estimate monthly expenses for utilities at $220, maintenance at $100, property taxes at $380, and home insurance payments at $50. Their only debt consists of car loans requiring a monthly payment of $350.

Kim's gross income is $55,000/year and Dan's is $38,000/year. They have saved about $60,000 in a money market fund on which they earned $5,840 last year. They plan to use most of this for a 20% down payment and closing costs. A lender is offering 30-year variable rate loans with an initial interest rate of 8% given a 20% down payment and closing costs equal to $1,000 plus 3 points.

Before making a purchase offer and applying for this loan, they would like to have some idea whether they might qualify.

1. Estimate the affordable mortgage and the affordable purchase price for the Bergholts. 

2. Suppose they do qualify; what other factors might they consider before purchasing and taking out a home mortgage? 

3. What future changes might present problems for the Bergholts?

The real estate agent tells the Bergholts that if they don't care to purchase, they might consider renting. The rental option would cost $1,400/month plus utilities estimated at $220 and renter's insurance of $25/month. The Bergholts believe that neither of them is likely to be transferred to another location within the next five years. After that, Dan perceives that he might move out of government service into the private sector. Assuming they remain in the same place for the next five years, the Bergholts would like to know if it is better to buy or rent the home. They expect that the price of housing and rents will rise at an annual rate of 3% over the next five years. They expect to earn an annual rate of 5% on the money market fund. All other prices, including utilities, maintenance, and taxes are expected to increase at a 3% annual rate. After federal, state, and local taxes, they get to keep only 55% of a marginal dollar of earnings. 

4. Estimate whether it is financially more attractive for the Bergholts to rent or to purchase the home over a five-year holding period. (Assuming the contract interest rate of 8%, monthly interest payments over the five-year period would total $87,574.) 

5. Suppose it turns out that they have to relocate after one year. Which is the preferred alternative after one year? (Interest payments over the first year would equal $17,852.) 

Show all work for each assignment and explain each step carefully.

Assignment Type: Discussion Board   Deliverable Length: 2-3 paragraphs 
Points Possible: 40   Due Date: 3/16/2008 11:59:59 PM 

You would like to begin (or increase) your savings for retirement. What types of retirement plans (401ks, IRAs, etc.) might be best for your personal situation? Be sure to explain the plan you are interested in and why this is best for you.

