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. 
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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. 
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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. 
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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. 
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Question 5:



(1 Points) 

The law of agency is the relationship between the principal and the broker to find a buyer. 
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Question 6:



(1 Points) 

The principal must agree on the percentage of the broker’s commission after the transaction is completed. 
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Question 3:



(1 Points) 

Using appraisal values may lead to overstating the expected return because appraisal values are usually understated. 
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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. 
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Question 5:



(1 Points) 

The exclusive right to sell agreement guarantees the broker the commission even if the owner sells the property. 
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	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. 
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Question 5:



(1 Points) 

Using appraisal values may lead to understating the expected return because appraisal values are usually overstated. 
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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. 
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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. 
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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. 
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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? 
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Question 2:



(1 Points) 

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

[image: image31.wmf]MLB = mortgage payments + principle payments 

[image: image32.wmf]MLB = mortgage loan + principle payments 

[image: image33.wmf]MLB = interest payments + principle payments 

[image: image34.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: image35.wmf]Mutual consent between parties

[image: image36.wmf]Destruction of property by fire 

[image: image37.wmf]Bankruptcy of the principal or agent 

Question 3:



(1 Points) 

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

[image: image38.wmf]Loan amount; mortgage payment; interest rate, term 

[image: image39.wmf]Property value; down payment; interest rate; term 

[image: image40.wmf]Down payment; appraisal value; interest rate, term 

[image: image41.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? 
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	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. 
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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? 
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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. 
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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? 
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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. 
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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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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? 
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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. 
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	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: image84.wmf]10.00%; 75.00% 
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	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.
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	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? 
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	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. 
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	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. 
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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. 
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	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. 
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	Question 1:



(1 Points) 

	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. 
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	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. 
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