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Whakamātautau Tuarua: Te Whakapūmautanga Whare
Assessment 2: Home Ownership 
Aromatawai Hua Akomanga (Learning Outcomes Assessed) 

Core Module Learning Outcomes

2. Understand and evaluate home ownership options in given situations 
3. Identify and analyse mortgage options
If the Core Module Learning Outcomes are achieved, the following Literacy and Numeracy Learning Outcomes will also be achieved:

A. Demonstrate understanding of technical terms and phrases relating to property investment. 

B. Locate and identify information of relevance in a case study and / or programme materials.

D. Write comprehensible sentences in response to questions.

G. Complete basic calculations relating to securing and paying a mortgage.*  

* This is a numeracy learning outcome.

Tohutohu (Instructions)

This handout contains a case study. You are to read through the case study and answer the questions that follow. Note that there are two parts to the assessment and that BOTH parts relate to the case study provided. 
Please write your responses to these questions on this handout. If you would like additional space to write your responses, you may write responses on a separate piece of paper and attach to this handout. Where possible, you should write your answers in your own words.  

When completing this assessment, make sure you refer to the Marking Schedule provided so as to ensure that you meet all criteria to achieve this assessment.

Wātaka Whakahoki Maaka (Marking Schedule)

Learning Outcome 2: Understand and evaluate home ownership options in given situations
	Item No.
	Work Required From Tauira
	Achieved/

Yet to Achieve

	1
	· In response to Question 1, the tauira has recommended either option (a) or option (b). 
· At least three reasons are given to support the recommendation. 
· Each of these reasons correctly reflects advantages of the option that has been selected. Reasons are logical and valid and correctly refer to information given in the case study.  
· Reasons are written in comprehensible sentences.
	

	2
	Question 2(a) is correctly answered in one or more comprehensible sentences.
	

	3
	For Question 2(b), a correct example of an implication is given. This is written in one or more comprehensible sentences. 
	

	4
	For Question 3, three relevant conditions are correctly identified. Each of these three conditions is correctly explained.
	

	5
	· For Question 4, two advantages are correctly identified. 
· These advantages are both relevant to, and make reference to, details in the case study.
· The advantages are written in comprehensible sentences. 
	

	6
	· For Question 4, two disadvantages are correctly identified. 
· These disadvantages are both relevant to, and make reference to, details in the case study.
· The disadvantages are written in comprehensible sentences. 
	


To achieve this learning outcome, tauira must fulfil at least 4 of the 6 requirements outlined above.

Otinga (Result)

Learning Outcome 2:






Achieved/YTA

Understand and evaluate home ownership options in given situations
Learning Outcome 3: Identify and analyse mortgage options

This learning outcome relates to Part Two of the assessment.
	Item No.
	Work Required From Tauira
	Achieved/

Yet to Achieve

	1*
	For Question 5(a), the LVR is correctly stated.  
	

	2
	For Question 5(b), a possible consequence is correctly identified. This is written in one or more comprehensible sentences. 
	

	3
	For Question 5(c), the maximum amount is correctly stated.
	

	4
	For Question 6(a), the total amount to be paid towards the mortgage (in nominal terms) is correctly stated.
	

	5
	For Question 6(b), the total interest to be paid (in nominal terms) is correctly stated.
	

	6
	For Question 7(a), the payment is correctly stated. 
	

	7
	For Question 7(b), a relevant advantage is correctly identified. This is written in one or more comprehensible sentences.
	

	8
	For Question 8(a), a relevant advantage is correctly identified. This is written in one or more comprehensible sentences.   
	

	9
	For Question 8(b), a relevant reason is specified. This is written in one or more comprehensible sentences.
	

	10
	For Question 9(a), two relevant reasons are correctly identified. These are both written in comprehensible sentences. 
	

	11
	For Question 9(b), a relevant disadvantage is specified. This is written in one or more comprehensible sentences.
	

	12
	For Question 10(a), the option with the biggest impact on interest paid is correctly identified.
	

	13
	For Question 10(b), a relevant disadvantage is correctly identified. This is written in a comprehensible sentence.
	

	14
	For Question 10(c), three documents / pieces of information are correctly identified.
	

	15
	For Question 10(d), it is correctly identified who conveyancing fees are paid to and what they are for. The response is written in one or more comprehensible sentences.
	


* indicates a compulsory item. This item MUST be achieved in order to achieve the learning outcome. 

To achieve this learning outcome, tauira must fulfil Item 1 PLUS at least 11 of the remaining 14 requirements outlined above.

Otinga (Result)

Learning Outcome 3:






Achieved/YTA

Identify and analyse mortgage options
Literacy and Numeracy Learning Outcomes

If you have achieved both core learning outcomes, you will have also achieved the three literacy learning outcomes for this assessment. 

If you have achieved Learning Outcome 3, you will have also achieved the numeracy learning outcome for this assessment.

Case Study
Ana and Tipene (both aged 24) are thinking about buying their own home. At present, the couple live with Ana’s parents. Even if they decide not to buy or build a house, Tipene and Ana have decided that it is time to move out of Ana’s parents’ house – especially considering they are planning to start having children within the next two years. 

Although Ana and Tipene currently pay board money to Ana’s parents, this has been a relatively cheap living arrangement for them. As a result, although they are only young and Ana has only recently finished university, the couple has no debts (not even a student loan).The couple also have an excellent credit rating and have managed to save $65,000 that they can put towards home ownership or some other form(s) of investment. 
The two main options that Ana and Tipene have are to either:

1. Buy or build their own home; OR

2. Rent a house and save / invest the $65,000 they have saved so far.

One of the main factors Ana and Tipene are taking into consideration in making their decision is their forecasted income over the next few years. For a number of years, while Ana was a university student, Tipene supported the couple from his earnings as a farm labourer. He worked for his uncle who contracts their services to a number of farmers in the area. Over this time, Tipene’s earnings were (and still are) highly irregular. This is because the number of contracts available depends on the time of year and the ability to perform work depends on the weather. 
So far, Tipene’s changing income has not been a problem. This is due to the couple’s excellent budgeting skills and the fact that Ana’s parents do not require them to pay much in the way of board. However, Ana is now the main income earner and is earning a regular, steady income. She is working full time in a very well-paying job in the finance industry ($70,000 starting salary with opportunities for pay rises up to approximately $150,000 within a five-year period). 

As noted previously, Ana and Tipene plan to start having children within the next couple of years. In total, they would like either three or four children. They do not mind if there is a reasonably long length of time between having their first child and their other children (e.g. they are happy to have one now, then wait five or six years before having any more children). 
However, Ana intends to take a year of maternity leave for each child. They have discussed the option of transferring some of Ana’s maternity leave to Tipene, but have decided against this option for personal reasons. They are therefore aware that they would mainly need to be able to live off Tipene’s wages, and any savings they have, during these years. One option that they would consider is moving to Australia at this time, where Tipene would be able to get a well-paying job working in the mines. They would then move back to New Zealand when Ana is ready to return to work.
Ana and Tipene have started looking at options for buying, building or renting a house. Neither of them is at all keen, or good at, home maintenance and repairs. They therefore prefer to find something modern which requires very little maintenance. Regardless of whether they decide to own or rent, they would like to have a reasonably large house – at least four bedrooms, an office and spacious living rooms. When looking at houses that meet these criteria in their local region, and speaking to architects and builders, they have discovered that it is likely that they would need to spend a minimum of $330,000 to get exactly what they want.  
If they do not buy or build a house, Ana is keen to invest their savings in a range of other investments. Working in the finance industry, Ana is well aware of the benefits of having a diversified investment portfolio and has a good knowledge of investment options available. Furthermore, Ana thinks that, if she does decide to rent and invest her money, only a very small proportion of her investment portfolio will be allocated to property investment for the first few years. This is mainly because experts within the company she works for believe that property prices are not going to increase much over the next few years.  
Part One
Aromatawai Hua Akomanga (Learning Outcome Assessed)
· Learning Outcome 2: Understand and evaluate home ownership options in given situations 

Ngā Pātai (Questions)
Question 1
Based only on the information in the case study, would you recommend that Ana and Tipene:

a) Buy a home, or 

b) Rent a house?
Give at least three reasons which support your answer. Each of these reasons must correctly reflect advantages of the option you selected. 
In addition, reasons must be logical and relevant to Ana and Tipene’s situation. That is, they must correctly refer to information in the case study. 
Note that, it is possible to achieve this learning outcome regardless of which option you choose (i.e. you can select either option (a) or (b)). It is the reasons you give for your decision that are most important.
My recommendation:  __________________________________________________
Reasons:_____________________________________________________________ 

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Question 2
Assume that Ana and Tipene find a house that they are interested in buying. However, they are told that a cross-lease applies to the land.
a) What is a ‘cross-lease’?

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
b) Give an example of a problem that Ana and Tipene could possibly face if they purchase this property.  
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Question 3
In the house-hunting process, Ana and Tipene unexpectedly come across a property which they think is a real bargain. It meets all of their criteria of what they want in a house and is less than $300,000. The vendor is keen to make a fast sale, but Ana and Tipene are not organised and not ready to make an unconditional offer. 

If Ana and Tipene were to make an offer on the property, what are three relevant conditions that they could make their offer subject to? What does each of these conditions mean?

For example, Ana and Tipene could make their offer ‘subject to a satisfactory engineer’s report’. This provides them with the opportunity to check if there are structural or land issues. If there are, Ana and Tipene would not have to go ahead with the purchase.    
Condition 1: __________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________
Condition 2: __________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________
Condition 3: __________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________
Question 4
Ana and Tipene also want to consider the option of building a house, instead of buying a house. 
What are two advantages and two disadvantages, relevant to Ana and Tipene’s situation, of building a house instead of buying a house? Make sure that your responses refer to details in the case study.  

Advantage 1: _________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________
Advantage 2: ________________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________
Disadvantage 1: _______________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________
Disadvantage 2: _______________________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________________
Part Two
Aromatawai Hua Akomanga (Learning Outcome Assessed)
· Learning Outcome 3: Identify and analyse mortgage options
Ngā Pātai (Questions)
Question 5
If Ana and Tipene decide to buy or build a house, they would like to consider getting a mortgage of up to $285,000. Given they have a $65,000 deposit, this means they would look at houses worth up to $350,000. If they did this: 

a) What would Ana and Tipene’s loan to value ratio (LVR) be?

______________________________________________________________________________________________________________________________________________________________________________________________________
b) What is one possible consequence of trying to get a mortgage with this LVR?

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
c) Ana and Tipene have been told that it may be better to aim to have an LVR of 80%. If they were to do this, what is the maximum amount they could pay for a house (i.e. their deposit plus the mortgage)? 

Hint: their deposit of $65,000 = 20% of the maximum house price.
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Question 6
If Ana and Tipene buy a house, they would prefer to aim for a $260,000 mortgage. They seek advice on mortgage options. The first option they are given is a table mortgage. 
When they use the mortgage calculator on the Sorted website, and assume an interest rate of 7.0% per annum over a 20 year period, they see that they would need to pay $2,015 per month to pay off a $260,000 mortgage. 

a) How much would they need to pay towards the mortgage in total (in nominal terms) over the period of the mortgage? 

Note: since you are writing your answer in ‘nominal terms’, you do not need to do any extra calculations to account for inflation. 
______________________________________________________________________________________________________________________________________________________________________________________________________
b) How much interest would they pay (in nominal terms) over the period of the mortgage?  

Remember: since you are writing your answer in ‘nominal terms’, you do not need to do any extra calculations to account for inflation. 
______________________________________________________________________________________________________________________________________________________________________________________________________
Question 7
Ana and Tipene are considering the option of having their first child as soon as possible. Their mortgage adviser suggests that, in this situation, they could consider getting an interest-only mortgage for a two year period. At the end of this time, they would change to having a table mortgage. 
a) If the mortgage is $260,000 at an interest rate of 7.0% per annum, what would be Ana and Tipene’s weekly payment for the first two years of the mortgage? Assume that the interest does not compound. 

______________________________________________________________________________________________________________________________________________________________________________________________________
b) Identify one advantage to Ana and Tipene of having an interest-only mortgage for the first two years.
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Question 8
Some friends of Tipene have a reducing mortgage and say that it is working out very well for them. Ana and Tipene therefore want to consider this type of mortgage.

a) What is one advantage to Ana and Tipene of choosing a reducing mortgage instead of choosing a table mortgage? 

_________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

b) What is one reason as to why a reducing mortgage may not be suitable for Ana and Tipene?  

_________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Question 9
At their next appointment, the mortgage adviser tells Ana that many young couples, like her and Tipene, are choosing to have a revolving credit mortgage. 

a) Identify two reasons as to why a revolving credit mortgage may be suitable for Ana and Tipene.

Reason 1: __________________________________________________________

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Reason 2: __________________________________________________________

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

b) What is one possible disadvantage to Ana and Tipene of having a revolving credit mortgage? 

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Question 10
Ana and Tipene meet with their mortgage adviser one more time before making a final decision as to what type of mortgage they would like to select. They have a list of questions for their adviser about mortgage options and the process involved in arranging a mortgage. 
Answer their questions in the spaces provided.

a) “We are concerned about the amount of interest that we will end up paying on the mortgage. We are thinking about trying to reduce it by either: 
· making weekly payments instead of monthly payments, or 
· reducing the term from 20 years to 15 years. 
Which of these two options would have the biggest impact on the amount of interest we pay?” 

____________________________________________________________________________________________________________________________________ 

b) “We are not sure about which lender we would like to choose. We are thinking that we will use our current bank to start with. But if we later see there is a better deal offered elsewhere, we would switch lenders. What is a disadvantage of doing this?” 

__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ 

c) “What are three documents / pieces of information that the lender will require from us?” 

· _______________________________________________________________

· _______________________________________________________________

· _______________________________________________________________

d) “We have been told that we need to allow for ‘conveyancing fees’. Who are these paid to and what are they for?”
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ 
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