Buying a House Project

Introduction

It is a very big decision to become a first-time homeowner. There are many things that need to be considered. Three important factors are the price of a home, mortgage interest rates and a person’s salary. In this project we will look up current values for these three factors and compare them across the United States. We will see how current interest rates affect the mortgage a person can afford. 

Part I City Comparison

Use the www.homefair.com web site and choose three cities in which you would like to live.  Use the city reports link to retrieve the information below.  Fill in the table below.

	City/State
	3 Bedroom Home Price
	Property Tax Rate

	
	
	

	
	
	

	
	
	


Part II Shop for a House
Use http://new.realtor.com to shop for five homes using the three cities you chose above.  Three of your five homes must be averaged-priced homes price based on the 3-bedroom/2 bath home price in each of your cities.  For the other two homes, the sky is the limit—choose your idea of your dream home.  These two homes do not necessarily have to be located in your three cities.  Make sure you do not use rental property because you are buying a home.  Fill in the table below. 

	City/State
	Square Footage
	Total Price of Home
	Bedrooms
	Bathrooms
	Features

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Part III Shop for a Mortgage
Use http://www.bankrate.com/brm/mortgage-calculator.asp to calculate the cost of a 15 and 30 year fixed mortgage for all five of your homes.  Fill in the table below.

City _____________________________________
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	15-Year Fixed
	30-Year Fixed

	Price of Home
	
	

	Down Payment Amount (15%)
	
	

	Amount Borrowed (Price of Home – Down Payment Amount)
	
	

	Interest Rate
	4.86
	5.29

	Payment
	
	

	Total Paid Back to Bank (principal + interest)
	
	


City _____________________________________
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Part IV Choose Your City and House
Based on the information regarding housing and mortgage costs, which city/house would you choose?

	City/State?
	

	15 or 30 Year Fixed Mortgage?
	

	Monthly Payment?
	

	Estimated Property Tax Amount?


	

	Estimated Closing Costs 

(Purchase Price of Home/1,000) * 18.61


	

	Estimated Home Owner’s Insurance

Click Here for Insurance website.

· Type in the house information, select the extras  only if they are included in your house features

· Leave the estimates on the second screen as is

· Take the middle estimated annual premium


	

	Why did you choose this house?


	


Part V Affordability

What type of job do you think could support the home of your choice?  Pick three occupations and find out what the median salary is for each.  Use http://www.bls.gov/oco/ which gives on-line access to the Occupational Outlook Handbook to find the median salaries for your chosen careers.  Click on “Index to the Handbook,” select the occupation you are interested in, then click on “Earnings.”

	Career
	Median Annual Salary
	Taxes (Median Annual Salary * .25)
	Median Annual Net Salary (Median Annual Salary – Taxes)
	Monthly Salary (divide median annual net salary by 12)
	Amount Available for House Payment (no more than 28% of monthly salary)
	Can you afford the house of your choice with this career?  Yes/No
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