	TRUE/FALSE

Question 1:



(1 Points) 

The timing of cash flows is not an important factor in making knowledgeable financial decisions. 

a. False 

b. True 

 

Question 2:



(1 Points) 

Is the provincial government a major participant in real estate investments? 

a. True 

b. False 

 

Question 3:



(1 Points) 

If the nominal rate is 12 percent per annum and compounded daily (use 365 days per annum), the effective annual rate has to be less than 12.15 percent. 

a. True 

b. False 

 

Question 4:



(1 Points) 

The restrictions placed on banks and corporations by the government are the same. 

a. True 

b. False 

 

Question 5:



(1 Points) 

The mortgage document signed between the equity investor and the government outlines the terms of payment for the mortgage. 

a. True 

b. False 

 



	MULTIPLE CHOICE

Question 1:



(1 Points) 

What are the major environments in the real estate investment process? 

a. Market and legal 

b. Market, legal, financing, and tax 

c. Financial analysis and financial planning 

d. Financing and tax 

 

Question 2:



(1 Points) 

Identify an example of a tenant classified as a special purposes tenant? 

a. A youth centre 

b. A condominium 

c. A bar 

d. A cement factory 

 

Question 3:



(1 Points) 

You are expecting $7,890 at the end of Year 1. What is the present value if the nominal rate is 10 percent per annum compounded quarterly? Rounded to the nearest dollar. 

a. $7,196 

b. $7,156 

c. $7,148 

d. $7,173 

 

Question 4:



(1 Points) 

A mortgage document deals with which of the following two parties? 

a. Tenant and corporation 

b. REIT and tenant 

c. Insurance company and partnership 

d. Bank and government 

 

Question 5:



(1 Points) 

Which of the following is not a factor that affects real estate markets? 

a. Provincial economy 

b. Interest rates 

c. Down payment 

d. Location 

 

Question 6:



(1 Points) 

You were promised $888 at the end of each year for the next eight years. If interest rate is 9 percent, what is the present value of these cash flow? Rounded to the nearest dollar. 

a. $4,915 

b. $5,547 

c. $5,136 

d. $5,357 

 

Question 7:



(1 Points) 

The real estate investment cycle is most favorable for a buyer when: 

a. Supply of properties is low and value is low 

b. Supply of properties is low and value is high 

c. Supply of properties is high and value is high 

d. Supply of properties is high and value is low 

 

Question 8:



(1 Points) 

You will receive $1,300 per annum at the end of each year for four years. What is the present value if the interest rate is 7.25 percent per annum compounded semi-annually? Rounded to the nearest dollar. 

a. $4,366 

b. $4,379 

c. $4,359 

d. $4,157 

 

Question 9:



(1 Points) 

If the nominal rate is 6.66 percent per annum and compounded weekly (use 52 weeks per annum), what is the effective annual rate? 

a. 6.88% 

b. 7.07% 

c. 6.45% 

d. 6.76% 

 

Question 10:



(1 Points) 

You will receive $1,700 per annum at the end of each year for five years. What is the future value if the interest rate is 4.59 percent per annum compounded semi-annually? Rounded to the nearest dollar. 

a. $9,367 

b. $9,567 

c. $9,327 

d. $9,317 

 

Question 11:



(1 Points) 

You will receive $1,000 per annum at the end of each year for five years. What is the future value if the interest rate is 5.30 percent per annum compounded semi-annually (rounded to the nearest dollar)? 

a. $5,567 

b. $5,272 

c. $5,530 

d. $5,559 

 

Question 12:



(1 Points) 

You are expecting $4,444 at the end of Year 1. What is the present value if the nominal rate is 4 percent per annum compounded quarterly? Rounded to the nearest dollar. 

a. $4,097 

b. $4,282 

c. $4,271 

d. $4,489 

 

Question 13:



(1 Points) 

If the nominal rate is 19 percent per annum and compounded weekly (use 52 weeks per annum), what is the effective annual rate? 

a. 18.72% 

b. 19.90% 

c. 20.88% 

d. 20.92% 

 

Question 14:



(1 Points) 

Which of the following is a disadvantage of Real Estate Investment (REI)? 

a. Appreciation in value 

b. High expected return 

c. Down payment is accessible 

d. Long-term investment 

 

Question 15:



(1 Points) 

You will receive $1,500 per annum at the end of each year for four years. What is the present value if the interest rate is 6.25 percent per annum compounded semi-annually (rounded to the nearest dollar)? 

a. $5,359 

b. $5,267 

c. $5,114 

d. $5,157 
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	TRUE/FALSE

Question 1:



(1 Points) 

The mortgage document signed between the equity investor and the government outlines the terms of payment for the mortgage. 

a. True 

b. False 

 

Question 2:



(1 Points) 

If the nominal rate is 12 percent per annum and compounded daily (use 365 days per annum), the effective annual rate has to be less than 12.15 percent. 

a. False 

b. True 

 

Question 3:



(1 Points) 

If the nominal rate is 9 percent per annum and compounded annually, the effective annual rate is the same? 



· True 

· False 

Question 4:



(1 Points) 

You, the investor, are not a major participant in the real estate investment process. 

a. False 

b. True 

 

Question 5:



(1 Points) 

The timing of cash flows is not an important factor in making knowledgeable financial decisions. 

a. False 

b. True 

 



	MULTIPLE CHOICE

Question 1:



(1 Points) 

You are expecting $6,000 at the end of Year 1. What is the present value if the nominal rate is 9 percent per annum compounded quarterly (rounded to the nearest dollar)? 

a. $5,612 

b. $5,412 

c. $5,312 

d. $5,489 

 

Question 2:



(1 Points) 

Which of the following is not a factor that affects real estate markets? 

a. Interest rates 

b. Provincial economy 

c. Location 

d. Down payment 

 

Question 3:



(1 Points) 

Identify an example of a tenant classified as a special purposes tenant? 

a. A youth centre 

b. A bar 

c. A condominium 

d. A cement factory 

 

Question 4:



(1 Points) 

You are expecting $6,600 at the end of Year 1. What is the present value if the nominal rate is 8 percent per annum compounded quarterly (rounded to the nearest dollar)? 

a. $6,097 

b. $6,624 

c. $6,467 

d. $6,601 

 

Question 5:



(1 Points) 

The real estate investment cycle is most favourable for a seller when: 

a. Supply of properties is low and value is low 

b. Supply of properties is low and value is high 

c. Supply of properties is high and value is low 

d. Supply of properties is high and value is high 

 

Question 6:



(1 Points) 

Which of the following are not governmental restrictions imposed on equity investors? 

a. Welcome tax 

b. Landlord-tenant laws 

c. Eminent domain 

d. Police power 

 

Question 7:



(1 Points) 

You were promised $500 at the end of each year for the next seven years. If the interest rate is 10 percent, what is the present value of these cash flows (rounded to the nearest dollar)? 

a. $2,434 

b. $2,450 

c. $2,386 

d. $2,211 

 

Question 8:



(1 Points) 

You will receive $1,700 per annum at the end of each year for five years. What is the future value if the interest rate is 4.59 percent per annum compounded semi-annually? Rounded to the nearest dollar. 

a. $9,327 

b. $9,317 

c. $9,567 

d. $9,367 

 

Question 9:



(1 Points) 

The document signed between the equity investor and the bank is called: 

a. A mortgage document 

b. A purchase agreement 

c. A lease document 

d. A loan agreement 

 

Question 10:



(1 Points) 

What is an example of an equity investor? 

a. The government 

b. Individuals or you 

c. A tenant 

d. A mortgage lender 

 

Question 11:



(1 Points) 

A mortgage document deals with which of the following two parties? 

a. Tenant and corporation 

b. REIT and tenant 

c. Bank and government 

d. Insurance company and partnership 

 

Question 12:



(1 Points) 

You will receive $1,500 per annum at the end of each year for four years. What is the present value if the interest rate is 6.25 percent per annum compounded semi-annually (rounded to the nearest dollar)? 

a. $5,157 

b. $5,267 

c. $5,114 

d. $5,359 

 

Question 13:



(1 Points) 

You will receive $1,000 per annum at the end of each year for five years. What is the future value if the interest rate is 5.30 percent per annum compounded semi-annually (rounded to the nearest dollar)? 

a. $5,559 

b. $5,567 

c. $5,530 

d. $5,272 

 

Question 14:



(1 Points) 

The document signed between the tenant and a real estate investment trust (REIT) is called: 

a. A purchase agreement 

b. A mortgage document 

c. A loan agreement 

d. A lease document 

 

Question 15:



(1 Points) 

You are expecting $7,890 at the end of Year 1. What is the present value if the nominal rate is 10 percent per annum compounded quarterly? Rounded to the nearest dollar. 

a. $7,173 

b. $7,156 

c. $7,148 

d. $7,196 

 




Top of Form

[image: image1.wmf]

[image: image2.wmf]

[image: image3.wmf]

/wEPDwULLTEzN


[image: image4.png]‘eConcordia

The Freedom of Leaming Online.




Introduction to Real Estate (FINA 210) 

Quiz 2

	TRUE/FALSE

Question 1:



(1 Points) 

The exclusive right to sell agreement guarantees the broker the commission even if the owner sells the property. 

[image: image5.wmf]True

[image: image6.wmf]False

Question 2:



(1 Points) 

Companies invest in real estate as part of their portfolios because there are a limited number of good stocks and bonds in the market. 

[image: image7.wmf]True

[image: image8.wmf]False

Question 3:



(1 Points) 

Using appraisal values may lead to understating the expected return because appraisal values are usually overstated. 

[image: image9.wmf]True

[image: image10.wmf]False

Question 4:



(1 Points) 

The agent’s duties, responsibilities and rights include care, obedience, accountability, loyalty and communication or notification when an offer to purchase is made, and this guarantees the commissions if the property is sold. 

[image: image11.wmf]True

[image: image12.wmf]False

Question 5:



(1 Points) 

The notary can demand the commissions if the agent finds a ready, willing and able third party to conclude the transaction. 

[image: image13.wmf]True

[image: image14.wmf]False

Question 6:



(1 Points) 

The exclusive agency and the exclusive right to sell are different except for the duration of the contract to sell the property. 

[image: image15.wmf]True

[image: image16.wmf]False



	MULTIPLE CHOICE - THEORY

Question 1:



(1 Points) 

Barriers to entry, information costs, large down payment and inefficient markets are all advantages of owning real estate? 

[image: image17.wmf]No

[image: image18.wmf]Yes

 

Question 2:



(1 Points) 

The termination and duration of an agreement can be terminated by law in all of the following cases, except: 

[image: image19.wmf]Destruction of property by fire 

[image: image20.wmf]Bankruptcy of the principal or agent 

[image: image21.wmf]Mutual consent between parties

 

Question 3:



(1 Points) 

Which of the following is used to find the Mortgage Loan Balance (MLB)? 

[image: image22.wmf]MLB = mortgage payments + principle payments 

[image: image23.wmf]MLB = mortgage loan + principle payments 

[image: image24.wmf]MLB = interest payments + principle payments 

[image: image25.wmf]None of these choices

 

Question 4:



(1 Points) 

You can calculate the Loan-to-Value Ratio (LVR) if you know: 

[image: image26.wmf]Loan amount; mortgage payment; interest rate, term 

[image: image27.wmf]Property value; down payment; interest rate; term 

[image: image28.wmf]Down payment; appraisal value; interest rate, term 

[image: image29.wmf]None of these choices

 



	MULTIPLE CHOICE - PROBLEM

Question 1:



(1 Points) 

You got a 20 percent discount off the asking price of a $200,000 property. The bank agreed to give you the following financing plan: loan-to-value ratio of 75 percent; nominal rate of 8.00 percent per annum, compounded semi-annually; term of loan is 10 years. You plan to pay off this loan on an annual basis. What is the mortgage payment per annum? Do not round number until the very end. 

[image: image30.wmf]$24,017 

[image: image31.wmf]$23,845 

[image: image32.wmf]$18,013 

[image: image33.wmf]$17,884

 

Question 2:



(1 Points) 

You purchased a property for 85 percent of the asking price of $200,000. You put down 20 percent of the purchase price as a down payment. How much did you borrow from the bank? 

[image: image34.wmf]$160,000 

[image: image35.wmf]$144,000 

[image: image36.wmf]$136,000 

[image: image37.wmf]$140,000

 

Question 3:



(1 Points) 

You have a $160,000 loan, nominal rate of 6.00 percent per annum, compounded annually. Term of loan is 1.5 years and the installments are paid on a weekly basis. Assume 52 weeks per annum. The weekly installment is $2,146.16. What is the principal portion of the first installment? Do not round numbers until the very end. 
[image: image38.wmf]$1,961 

[image: image39.wmf]$2,022 

[image: image40.wmf]$1,877 

[image: image41.wmf]$1,953

 

Question 4:



(1 Points) 

If the asking price is $250,000 and the property was sold at an 8 percent discount, what is the selling price if the commission is $15,000? 

[image: image42.wmf]$215,000 

[image: image43.wmf]$230,000

[image: image44.wmf]$265,000 

[image: image45.wmf]$245,000 

 

Question 5:



(1 Points) 

You got a 20 percent discount off the asking price of a $200,000 property. The bank agreed to give you the following financing plan: loan-to-value ratio of 85 percent; nominal rate 7.00 percent per annum, compounded semi-annually; term of loan is 12 years. You plan to pay off this loan on an annual basis. What is the mortgage payment per annum? Do not round number until the very end. 

[image: image46.wmf]$18,013 

[image: image47.wmf]$17,884

[image: image48.wmf]$17,235 

[image: image49.wmf]$19,845 

 

Question 6:



(1 Points) 

You offered $140,000 for a property that has an asking price of $160,000. The offer is accepted and the bank gives you the following financing plan: loan-to-value ratio of 70 percent; interest rate of 6.50 percent per annum, compounded semi-annually; term of loan is 10 years. You plan to pay off this loan on a monthly basis. How much is your down payment and what is the bank’s effective annual rate respectively? Do not round number until the very end. 

[image: image50.wmf]$48,000; 6.61% 

[image: image51.wmf]$42,000; 6.61%

[image: image52.wmf]$48,000; 6.50% 

[image: image53.wmf]$42,000; 6.50% 

 

Question 7:



(1 Points) 

You offered $180,000 for a property that has an asking price of $200,000. The offer is accepted and the bank agrees to give you the following financing plan: down payment of $45,000; effective interest rate is 10.25 percent per annum, compounded semi-annually; term of loan is 12 years. You plan to pay off this loan on a monthly basis. What are the bank’s nominal rate and the loan-to-value ratio? Do not round number until the very end. 

[image: image54.wmf]10.25%; 77.50%

[image: image55.wmf]10.00%; 77.50% 

[image: image56.wmf]10.00%; 75.00% 

[image: image57.wmf]10.25%; 75.00% 

 

Question 8:



(1 Points) 

If the asking price is $240,000 and the property was sold at a 9 percent discount, what is the selling price if the commission is $15,000? 

[image: image58.wmf]$230,000

[image: image59.wmf]$245,000 

[image: image60.wmf]$233,400 

[image: image61.wmf]$218,400 

 

Question 9:



(1 Points) 

The value of a property is $140,000; the loan-to-value ratio is 80 percent; the nominal rate is 5.64 percent per annum, compounded annually; the loan is payable monthly; and the term of loan is 5 years. What is the monthly installment payment? Do not round numbers until the very end. 

[image: image62.wmf]$2,147 

[image: image63.wmf]$2,194 

[image: image64.wmf]$2,298 

[image: image65.wmf]$2,151 

 

Question 10:



(1 Points) 

You offered $150,000 for a property that has an asking price of $180,000. The offer is accepted and the bank gives you the following financing plan: loan-to-value ratio of 60 percent; interest rate of 6.60 percent per annum, compounded semi-annually; term of loan is 12 years. You plan to pay off this loan on a monthly basis. How much is your down payment and what is the bank’s effective annual rate, respectively? Do not round number until the very end. 

[image: image66.wmf]$60,000; 6.60%

[image: image67.wmf]$90,000; 6.71%

[image: image68.wmf]$60,000; 6.71% 

[image: image69.wmf]$90,000; 6.60% 

 




Quiz 2

	TRUE/FALSE

Question 1:



(1 Points) 

Companies invest in real estate as part of their portfolios because there are a limited number of good stocks and bonds in the market. 

[image: image70.wmf]True

[image: image71.wmf]False

Question 2:



(1 Points) 

Studies have shown that if companies invest 20 percent of their portfolios in real estate, this can reduce as much as 20% percent of the market risk. 

[image: image72.wmf]True

[image: image73.wmf]False

Question 3:



(1 Points) 

Using appraisal values may lead to overstating the expected return because appraisal values are usually understated. 

[image: image74.wmf]True

[image: image75.wmf]False

Question 4:



(1 Points) 

Rent or lease income is more risky than other income (for example, sale of merchandise) because of the contractual nature of the lease agreement. 

[image: image76.wmf]True

[image: image77.wmf]False

Question 5:



(1 Points) 

The exclusive right to sell agreement guarantees the broker the commission even if the owner sells the property. 

[image: image78.wmf]True

[image: image79.wmf]False

Question 6:



(1 Points) 

The agent’s duties, responsibilities and rights include care, obedience, accountability, loyalty and communication or notification when an offer to purchase is made, and this guarantees the commissions. 

[image: image80.wmf]True

[image: image81.wmf]False



	MULTIPLE CHOICE - THEORY

Question 1:



(1 Points) 

You can calculate the Loan-to-Value Ratio (LVR) if you know: 

[image: image82.wmf]Property value; down payment; interest rate; term 

[image: image83.wmf]Loan amount; mortgage payment; interest rate, term 

[image: image84.wmf]Down payment; appraisal value; interest rate, term 

[image: image85.wmf]None of these choices

 

Question 2:



(1 Points) 

The termination and duration of an agreement can be terminated by law in all of the following cases, except: 

[image: image86.wmf]Mutual consent between parties

[image: image87.wmf]Destruction of property by fire 

[image: image88.wmf]Bankruptcy of the principal or agent 

 

Question 3:



(1 Points) 

One of the real estate pricing issues stems out due to the problems with real estate data, such as, the use of actual values instead of appraisal values; short-run evaluations when real estate are long-term investments; sample size; and evaluating the real estate investments on an unlevered basis. Do you agree with all the above reasons? 

[image: image89.wmf]No

[image: image90.wmf]Yes

 

Question 4:



(1 Points) 

Which of the following is used to find the Mortgage Loan Balance (MLB)? 

[image: image91.wmf]None of these choices

[image: image92.wmf]MLB = interest payments + principle payments 

[image: image93.wmf]MLB = mortgage loan + principle payments 

[image: image94.wmf]MLB = mortgage payments + principle payments 

 



	MULTIPLE CHOICE - PROBLEM

Question 1:



(1 Points) 

You offered $180,000 for a property that has an asking price of $200,000. The offer is accepted and the bank agrees to give you the following financing plan: down payment of $45,000; effective interest rate is 10.25 percent per annum, compounded semi-annually; term of loan is 12 years. You plan to pay off this loan on a monthly basis. What are the bank’s nominal rate and the loan-to-value ratio? Do not round number until the very end. 

[image: image95.wmf]10.00%; 75.00% 

[image: image96.wmf]10.25%; 77.50%

[image: image97.wmf]10.00%; 77.50% 

[image: image98.wmf]10.25%; 75.00% 

 

Question 2:



(1 Points) 

If the asking price is $250,000 and the property was sold at an 8 percent discount, what is the selling price if the commission is $15,000? 

[image: image99.wmf]$265,000 

[image: image100.wmf]$230,000

[image: image101.wmf]$245,000 

[image: image102.wmf]$215,000 

 

Question 3:



(1 Points) 

If the asking price is $240,000 and the property was sold at a 9 percent discount, what is the selling price if the commission is $15,000? 

[image: image103.wmf]$233,400 

[image: image104.wmf]$230,000

[image: image105.wmf]$245,000 

[image: image106.wmf]$218,400 

 

Question 4:



(1 Points) 

You purchased a property for 75 percent of the asking price of $200,000. You put down 20 percent of the purchase price as a down payment. How much did you borrow from the bank? 

[image: image107.wmf]$160,000 

[image: image108.wmf]$136,000 

[image: image109.wmf]$120,000

[image: image110.wmf]$144,000 

 

Question 5:



(1 Points) 

You purchased a property for 85 percent of the asking price of $200,000. You put down 20 percent of the purchase price as a down payment. How much did you borrow from the bank? 

[image: image111.wmf]$160,000 

[image: image112.wmf]$136,000 

[image: image113.wmf]$140,000

[image: image114.wmf]$144,000 

 

Question 6:



(1 Points) 

You got a 20 percent discount off the asking price of a $200,000 property. The bank agreed to give you the following financing plan: loan-to-value ratio of 85 percent; nominal rate 7.00 percent per annum, compounded semi-annually; term of loan is 12 years. You plan to pay off this loan on an annual basis. What is the mortgage payment per annum? Do not round number until the very end. 

[image: image115.wmf]$17,235 

[image: image116.wmf]$18,013 

[image: image117.wmf]$17,884

[image: image118.wmf]$19,845 

 

Question 7:



(1 Points) 

A loan is $100,000. The term is five years. Annual payments. The interest rates per annum are as follows:
Year 1 = 9%; Year 2 = 10%; Year 3 = 8%; Year 4 = 7.50%; Year 5 = 7%.
What is the loan balance after two annual payments? Do not round numbers until the very end.

[image: image119.wmf]$65,344

[image: image120.wmf]$65,389 

[image: image121.wmf]$65,335 

[image: image122.wmf]$65,776 

 

Question 8:



(1 Points) 

A loan is $100,000. The term is five years. Annual payments. The interest rates per annum are as follows:
Year 1 = 7%; Year 2 = 7.5%; Year 3 = 8%; Year 4 = 10%; Year 5 = 9%.
What is the loan balance after two annual payments? Do not round numbers until the very end.

[image: image123.wmf]$63,344

[image: image124.wmf]$65,389 

[image: image125.wmf]$64,335 

[image: image126.wmf]$64,142 

 

Question 9:



(1 Points) 

You offered $150,000 for a property that has an asking price of $180,000. The offer is accepted and the bank gives you the following financing plan: loan-to-value ratio of 60 percent; interest rate of 6.60 percent per annum, compounded semi-annually; term of loan is 12 years. You plan to pay off this loan on a monthly basis. How much is your down payment and what is the bank’s effective annual rate, respectively? Do not round number until the very end. 

[image: image127.wmf]$90,000; 6.71%

[image: image128.wmf]$60,000; 6.60%

[image: image129.wmf]$90,000; 6.60% 

[image: image130.wmf]$60,000; 6.71% 

 

Question 10:



(1 Points) 

The value of a property is $250,000; the loan-to-value ratio is 90 percent; the nominal rate is 5.76 percent per annum, compounded annually; the loan is payable monthly; and the term of loan is 6 years. What is the monthly installment payment? Do not round numbers until the very end. 

[image: image131.wmf]$3,703 

[image: image132.wmf]$3,598 

[image: image133.wmf]$3,787

[image: image134.wmf]$3,286 




19/20 problems one wrong

Quiz 2

	TRUE/FALSE

Question 1:



(1 Points) 

The agent’s duties, responsibilities and rights include care, obedience, accountability, loyalty and communication or notification when an offer to purchase is made, and this guarantees the commissions if the property is sold. 

[image: image135.wmf]True

[image: image136.wmf]False

Question 2:



(1 Points) 

The agent can demand the commissions if the agent finds a ready, willing and able third party to conclude the transaction. 

[image: image137.wmf]True

[image: image138.wmf]False

Question 3:



(1 Points) 

Studies have shown that if companies invest 20 percent of their portfolios in real estate, this can reduce as much as 20% percent of the market risk. 

[image: image139.wmf]True

[image: image140.wmf]False

Question 4:



(1 Points) 

Companies invest in real estate as part of their portfolios because there are an unlimited number of good stocks and bonds in the market. 

[image: image141.wmf]True

[image: image142.wmf]False

Question 5:



(1 Points) 

The law of agency is the relationship between the principal and the broker to find a buyer. 

[image: image143.wmf]True

[image: image144.wmf]False

Question 6:



(1 Points) 

The principal must agree on the percentage of the broker’s commission after the transaction is completed. 

[image: image145.wmf]True

[image: image146.wmf]False



	MULTIPLE CHOICE - THEORY

Question 1:



(1 Points) 

One of the real estate pricing issues stems out due to the problems with real estate data, such as, the use of actual values instead of appraisal values; short-run evaluations when real estate are long-term investments; sample size; and evaluating the real estate investments on an unlevered basis. Do you agree with all the above reasons? 

[image: image147.wmf]Yes

[image: image148.wmf]No

 

Question 2:



(1 Points) 

Which of the following is used to find the Mortgage Loan Balance (MLB)? 

[image: image149.wmf]MLB = mortgage payments + principle payments 

[image: image150.wmf]MLB = mortgage loan + principle payments 

[image: image151.wmf]MLB = interest payments + principle payments 

[image: image152.wmf]None of these choices

 

Question 3:



(1 Points) 

You can calculate the Loan-to-Value Ratio (LVR) if you know: 

[image: image153.wmf]Loan amount; mortgage payment; interest rate, term 

[image: image154.wmf]Property value; down payment; interest rate; term 

[image: image155.wmf]Down payment; appraisal value; interest rate, term 

[image: image156.wmf]None of these choices

 

Question 4:



(1 Points) 

Barriers to entry, information costs, large down payment and inefficient markets are all advantages of owning real estate? 

[image: image157.wmf]Yes

[image: image158.wmf]No

 



	MULTIPLE CHOICE - PROBLEM

Question 1:



(1 Points) 

You have a $150,000 loan, nominal rate of 6.36 percent per annum, compounded annually. Term of loan is 2 years and the installments are made on a monthly basis. 
What is the interest portion of the 3rd installment? Do not round numbers until the very end. 

[image: image159.wmf]$691 
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Question 2:



(1 Points) 

If the asking price is $250,000 and the property was sold at an 8 percent discount, what is the selling price if the commission is $15,000? 

[image: image163.wmf]$265,000 

[image: image164.wmf]$245,000 
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[image: image166.wmf]$215,000 

 

Question 3:



(1 Points) 

You offered $160,000 for a property that has an asking price of $200,000. The offer is accepted and the bank agrees to give you the following financing plan: down payment of $40,000; effective interest rate is 7.1225 percent per annum, compounded semi-annually; term of loan is 10 years. You plan to pay off this loan on a monthly basis. What are the bank’s nominal rate and the loan-to-value ratio? Do not round number until the very end. 

[image: image167.wmf]7.00%; 80% 

[image: image168.wmf]7.00%; 75% 

[image: image169.wmf]7.25%; 75%

[image: image170.wmf]7.25%; 80% 

 

Question 4:



(1 Points) 

You purchased a property for 85 percent of the asking price of $200,000. You put down 20 percent of the purchase price as a down payment. How much did you borrow from the bank? 

[image: image171.wmf]$160,000 
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[image: image174.wmf]$136,000 

 

Question 5:



(1 Points) 

The value of a property is $250,000; the loan-to-value ratio is 90 percent; the nominal rate is 5.76 percent per annum, compounded annually; the loan is payable monthly; and the term of loan is 6 years. What is the monthly installment payment? Do not round numbers until the very end. 

[image: image175.wmf]$3,598 
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Question 6:



(1 Points) 

You have a $160,000 loan, nominal rate of 5.36 percent per annum, compounded annually. Term of loan is 2 years and the installments are made on a monthly basis. 
What is the interest portion of the 3rd installment? Do not round numbers until the very end.
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[image: image180.wmf]$698 
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Question 7:



(1 Points) 

A loan is $100,000. The term is five years. Annual payments. The interest rates per annum are as follows:
Year 1 = 9%; Year 2 = 10%; Year 3 = 8%; Year 4 = 7.50%; Year 5 = 7%.
What is the loan balance after two annual payments? Do not round numbers until the very end.
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Question 8:



(1 Points) 

The value of a property is $140,000; the loan-to-value ratio is 80 percent; the nominal rate is 5.64 percent per annum, compounded annually; the loan is payable monthly; and the term of loan is 5 years. What is the monthly installment payment? Do not round numbers until the very end. 
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Question 9:



(1 Points) 

You purchased a property for 75 percent of the asking price of $200,000. You put down 20 percent of the purchase price as a down payment. How much did you borrow from the bank? 

[image: image191.wmf]$136,000 
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Question 10:



(1 Points) 

You got a 20 percent discount off the asking price of a $200,000 property. The bank agreed to give you the following financing plan: loan-to-value ratio of 85 percent; nominal rate 7.00 percent per annum, compounded semi-annually; term of loan is 12 years. You plan to pay off this loan on an annual basis. What is the mortgage payment per annum? Do not round number until the very end. 

[image: image195.wmf]$18,013 
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\Quiz 2

	TRUE/FALSE

Question 1:



(1 Points) 

Rent or lease income is less risky than other income (for example, sale of merchandise) because of the contractual nature of the lease agreement. 

[image: image199.wmf]True

[image: image200.wmf]False

Question 2:



(1 Points) 

Companies invest in real estate as part of their portfolios because there are an unlimited number of good stocks and bonds in the market. 

[image: image201.wmf]True

[image: image202.wmf]False

Question 3:



(1 Points) 

The agent can demand the commissions if the agent finds a ready, willing and able third party to conclude the transaction. 

[image: image203.wmf]True

[image: image204.wmf]False

Question 4:



(1 Points) 

The agent’s duties, responsibilities and rights include care, obedience, accountability, loyalty and communication or notification when an offer to purchase is made, and this guarantees the commissions. 

[image: image205.wmf]True

[image: image206.wmf]False

Question 5:



(1 Points) 

Using appraisal values may lead to understating the expected return because appraisal values are usually overstated. 

[image: image207.wmf]True

[image: image208.wmf]False

Question 6:



(1 Points) 

The notary can demand the commissions if the agent finds a ready, willing and able third party to conclude the transaction. 

[image: image209.wmf]True

[image: image210.wmf]False



	MULTIPLE CHOICE - THEORY

Question 1:



(1 Points) 

The termination and duration of an agreement can be terminated by law in all of the following cases, except: 

[image: image211.wmf]Mutual consent between parties

[image: image212.wmf]Bankruptcy of the principal or agent 

[image: image213.wmf]Destruction of property by fire 

 

Question 2:



(1 Points) 

You can calculate the Loan-to-Value Ratio (LVR) if you know: 

[image: image214.wmf]None of these choices

[image: image215.wmf]Loan amount; mortgage payment; interest rate, term 

[image: image216.wmf]Property value; down payment; interest rate; term 

[image: image217.wmf]Down payment; appraisal value; interest rate, term 

 

Question 3:



(1 Points) 

Barriers to entry, information costs, large down payment and inefficient markets are all advantages of owning real estate? 

[image: image218.wmf]No
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Question 4:



(1 Points) 

One of the real estate pricing issues stems out due to the problems with real estate data, such as, the use of actual values instead of appraisal values; short-run evaluations when real estate are long-term investments; sample size; and evaluating the real estate investments on an unlevered basis. Do you agree with all the above reasons? 
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[image: image221.wmf]Yes

 



	MULTIPLE CHOICE - PROBLEM

Question 1:



(1 Points) 

The value of a property is $140,000; the loan-to-value ratio is 80 percent; the nominal rate is 5.64 percent per annum, compounded annually; the loan is payable monthly; and the term of loan is 5 years. What is the monthly installment payment? Do not round numbers until the very end. 
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Question 2:



(1 Points) 

You have a $160,000 loan, nominal rate of 6.00 percent per annum, compounded annually. Term of loan is 1.5 years and the installments are paid on a weekly basis. Assume 52 weeks per annum. The weekly installment is $2,146.16. What is the principal portion of the first installment? Do not round numbers until the very end. 
[image: image226.wmf]$1,961 
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[image: image229.wmf]$1,953

 

Question 3:



(1 Points) 

The value of a property is $250,000; the loan-to-value ratio is 90 percent; the nominal rate is 5.76 percent per annum, compounded annually; the loan is payable monthly; and the term of loan is 6 years. What is the monthly installment payment? Do not round numbers until the very end. 

[image: image230.wmf]$3,286 
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[image: image233.wmf]$3,703 

 

Question 4:



(1 Points) 

You got a 20 percent discount off the asking price of a $200,000 property. The bank agreed to give you the following financing plan: loan-to-value ratio of 75 percent; nominal rate of 8.00 percent per annum, compounded semi-annually; term of loan is 10 years. You plan to pay off this loan on an annual basis. What is the mortgage payment per annum? Do not round number until the very end. 

[image: image234.wmf]$23,845 
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$18,013 

 

Question 5:



(1 Points) 

If the asking price is $240,000 and the property was sold at a 9 percent discount, what is the selling price if the commission is $15,000? 

[image: image236.wmf]$245,000 
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Question 6:



(1 Points) 

You got a 20 percent discount off the asking price of a $200,000 property. The bank agreed to give you the following financing plan: loan-to-value ratio of 85 percent; nominal rate 7.00 percent per annum, compounded semi-annually; term of loan is 12 years. You plan to pay off this loan on an annual basis. What is the mortgage payment per annum? Do not round number until the very end. 
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[image: image241.wmf]$17,884
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Question 7:



(1 Points) 

A loan is $100,000. The term is five years. Annual payments. The interest rates per annum are as follows:
Year 1 = 9%; Year 2 = 10%; Year 3 = 8%; Year 4 = 7.50%; Year 5 = 7%.
What is the loan balance after two annual payments? Do not round numbers until the very end.
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Question 8:



(1 Points) 

You offered $160,000 for a property that has an asking price of $200,000. The offer is accepted and the bank agrees to give you the following financing plan: down payment of $40,000; effective interest rate is 7.1225 percent per annum, compounded semi-annually; term of loan is 10 years. You plan to pay off this loan on a monthly basis. What are the bank’s nominal rate and the loan-to-value ratio? Do not round number until the very end. 

[image: image248.wmf]7.25%; 75%

[image: image249.wmf]7.25%; 80% 
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Question 9:



(1 Points) 

If the asking price is $250,000 and the property was sold at an 8 percent discount, what is the selling price if the commission is $15,000? 
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Question 10:



(1 Points) 

You purchased a property for 75 percent of the asking price of $200,000. You put down 20 percent of the purchase price as a down payment. How much did you borrow from the bank? 
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