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Disclaimer

 
All services and content of QuizOver.com are provided under QuizOver.com terms of use on an "as is" basis,

without warranty of any kind, either expressed or implied, including, without limitation, warranties that the provided

services and content are free of defects, merchantable, fit for a particular purpose or non-infringing.

 
The entire risk as to the quality and performance of the provided services and content is with you.

 
In no event shall QuizOver.com be liable for any damages whatsoever arising out of or in connection with the use

or performance of the services.

 
Should any provided services and content prove defective in any respect, you (not the initial developer, author or

any other contributor) assume the cost of any necessary servicing, repair or correction.

 
This disclaimer of warranty constitutes an essential part of these "terms of use".

 
No use of any services and content of QuizOver.com is authorized hereunder except under this disclaimer.

 
The detailed and up to date "terms of use" of QuizOver.com can be found under:

 
http://www.QuizOver.com/public/termsOfUse.xhtml
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You are free to:

 
Share: copy and redistribute the material in any medium or format

 
Adapt: remix, transform, and build upon the material

 
The licensor cannot revoke these freedoms as long as you follow the license terms.

 
Under the following terms:

 
Attribution: You must give appropriate credit, provide a link to the license, and indicate if changes were made. You

may do so in any reasonable manner, but not in any way that suggests the licensor endorses you or your use.

 
NonCommercial: You may not use the material for commercial purposes.

 
ShareAlike: If you remix, transform, or build upon the material, you must distribute your contributions under the

same license as the original.

 
No additional restrictions: You may not apply legal terms or technological measures that legally restrict others

from doing anything the license permits.
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1. Part III: Extra-credit question. Questions
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4.1.1. Consider the following fully-amortizing 5-year ARM (contract intere...

 

 
Earn up to 5% extra credit. It can help you but not hurt you. And this time, no

 
diversification. You must pick only one of the questions below to answer. If the TA cannot tell which one you

wanted, he

 
will simply grade the first. (Aside: Do you get how valuable diversification is if you are risk-averse?)

 
year maturity, monthly payments. The ARM has initial interest rate 6.5% with 2 points, caps are 2% per jump, 5%

lifetime,

 
margin is 300 basis points, index is Treasury Bonds that are currently yielding 6.0%. The loan amount is

$100,000. Under

 
the "straight line" assumption about future interest rates (i.e., assuming the market rate on the index remains

constant), what

 
is the yield to maturity? (Show your work if you want to possibly get partial credit.)

 
Consider the following fully-amortizing 5-year ARM (contract interest rate can change once every 60 months) with

15-
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Check the answer of this question online at QuizOver.com:
Question: Consider the following fully-amortizing Earn up to 5 extra credit

Flashcards:
http://www.quizover.com/flashcards/consider-the-following-fully-amortizing-earn-up-to-5-extra-credit?pdf=3044

Interactive Question:
http://www.quizover.com/question/consider-the-following-fully-amortizing-earn-up-to-5-extra-credit?pdf=3044
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4.1.2. (5 points) Consider a $4,000,000, 7%, 25-year mortgage with monthly...

 

 
Earn up to 5% extra credit. It can help you but not hurt you. And this time, no

 
diversification. You must pick only one of the questions below to answer. If the TA cannot tell which one you

wanted, he

 
will simply grade the first. (Aside: Do you get how valuable diversification is if you are risk-averse?)

 
the market yield is 7.5% (BEY), how many disbursement discount points must the lender charge to avoid doing a

negative

 
NPV deal from a market value perspective?

 
(5 points) Consider a $4,000,000, 7%, 25-year mortgage with monthly payments and a 7-year maturity with

balloon. If
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Question: 5 points Consider a 4 000 000 7 25-year Earn up to extra credit.
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