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Introduction
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For this project, I am a single 25    year old with a dual-yearly income of $45,300. I work as Sales Representative, bringing in on average 15K each per year, and my husband has an equal paying job. I am living in a 2 bedroom, 1 bathroom, Duplex in the heart of Coquitlam’s Burke Mountain. The 1200 square foot home is perfect for me as I plan on starting a family within the next 5 years. I am also driving a 2013, slightly used Audi S4 Premium, North Vancouver, which is relatively decent on gas and runs very smoothly with very minor hiccups. 

As for my budgeting, I have decided on a reasonable house, which suits my income. I didn’t go for anything huge, or on the contrary – a tiny one-bedroom townhouse in the city because we’re planning to stay with my partner within the next year or so. As we plan on that – i won’t have much money to donate as I can do that in our later years when I will have moved my jobs and also as my partner’s business will have grown. I also don’t drink Starbucks often, because I have a very good coffee maker at home, and the money I don’t spend at snacks and at restaurants will be investing for my future family. I’ve coordinated my budget for the times I am expected and want to be safe once I will have a family with my partner and have to bring each other surprises and birthday parties because we’ll be using up a lot of our miscellaneous income on such occasions. 
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Worksheet 1:
Home purchase
My gross income is $45000. I am currently single (Choose:  single or married)

I qualify for a mortgage of $ 30,000. (Bank qualifies mortgage loan of 4 time’s gross income)

Use: mls.ca or realtor.ca to find your home

1. My 3 possible homes to purchase are

(ex. 1 bedroom condo Vancouver $470K Link: www.mls.ca/sldkhg.33644)
2 bedroom townhouse Vancouver $ 648
4 bedroom downtown Vancouver $869.7k

3 bedroom duplex Vancouver 818
2. My down payment will be 5% of the cost to buy.   (Choose: 5%, 10%, and 20%)

My down payment amount will be $23500
Calculations:
(0.05)(470,000)
$23500
3. My mortgage loan from the bank will be $ 528,608. This is 95% of the maximum that I qualify for.

Calculations:
470000-23500                                446500/470000
=$446,500                                          =0.95         95%
4. The bank I will borrow from is Bank Of Montreal(BOM), and I’ll be getting a 24 year amortization 

mortgage loan rate of 2%, for4.5years years (choose fixed 3, 4, 5, or 10 years).


Link: 

5. My monthly payments for my mortgage will be$ 3058.
Calculations:
N: 24 * 12                   PMT:   - 3058                       CY: 1
I: 2.59                           FV: 0

Pv: $446500               PY: 12
6. I will invest my short-term savings for my down payment with BOM (name institution and investment type).

 I expect to get an average return of 3.5%/a. 

Link:

Bank of Mentrovia.com/GICs/GICTable

7. I am starting to save for my down payment at age 20 and buying at age28 

My monthly contributions to save up for my down payment will be $ 384  

Calculations:
N: 8*12

I: 3.5
PV: 0
PMT: -384
FV: 23500

PY: 12

CY: 1

8. (Stress Test). My fixed mortgage rate renews 3 years from now, and the rate of 

depreciation on the mortgage loan is approx. 2.7%/a. If my loan rate increases by 3%, then my new mortgage payments will be $2859 per month. 

Calculations:
N: 21*12             A=528,608(1-0.030) ^3
I: 2.7+3                   A=48, 2446
PV: 482446
PMT: -2859

FV: 0

PY: 12

CY: 1
9. My income should increase 3.5%/a 4%/a, and my new gross monthly income will be $3310.
For my budget, my new mortgage renewal payments will be 86% of my income.


Calculations:
              A=45000(1+.035) ^3.5=39724/12=$3310.>2859/3310=.86

COMMENT: Do not confuse qualifying with affording. When a bank qualifies you, that doesn’t mean you can afford it. 
10. My home’s initial value is $470000. It will appreciate at 7%/a. After 20 years, the future value will be $ 1818751. 

Calculations:
470000(1+0.07) ^20

1,818,751
11. If my original monthly payments were used for the entire 20 year amortization, my total financial charge will have been $263,920. 

Calculations:
3058(12) (20) =$733920-$470000=$263,920
12. If the inflation rate is 2.5%/a, then the future value of my home in today’s dollars will be 

$1,223,669

Calculations:
              1,818,751=p (1+0.02) ^20

               P=1,223,669

13. Additional Comments:

Give reasons why you may be over or under budget. 

The initial house price is lower than I can afford, and I used 95% of the mortgage amount I qualify for.

Why you chose your fixed rate period?

The 4-year rate was a special offer, therefore the best rate given.

Why you chose the short-term investment type?

The 8-year GIC’s gave the best rate, and is guaranteed over the time span I need.

Worksheet 2:
Car Purchase
Vehicle Research:

· To search for your vehicle:

autotrader.ca   or  craigslist.com  

· To check reliability of car:


Consumerreports.org

User: 
BESTSECONDARY

Password:
FOUNDATIONS12

· To check pricing of car:

Vmrcanada.com

· To check for history of car:

Carfax.com or Carproof.com  (We will not do this for our project, but is necessary when buying)

(Note: these sites costs money to see your vehicle’s history. You will need the VIN number. It will check for accidents, out of province usage, and potential odometer roll back)

I qualify for a car priced at $168500. (Dealership qualifies car loan of 2 times income)

1. My 3 possible cars to purchase are

(ex. 2005 Toyota Camry $8500, Langley 120,000 Km)

2012 Land Rover, Range Rover Sport Supercharged, Vancouver $93,800, 5800 km
2010 Audi S4 Premium, North Vancouver $74,645, 65km
2010 Audi A4 Quattro, North Vancouver $49,900 13,500 km
2. My down payment will be 20% (choose:  5%, 10%, 20%, 50%)

My down payment amount will be $ 17929. 
Calculations:
74645(0.2) =14929
3. My car loan from the bank or dealer will be $ 59,716. 

Calculations:
74645-14929=59,716.
4. The bank/dealer I will borrow from is Capilano Audi  , and I’ll be getting a financing loan 

rate of 0.8%, for4 years (2, 3, 5, or 7 years)

5. My monthly payments for my car will be; 555.

Calculations:
N: 4*12

I=.8

PV: 59716

PMT: 555
FV: 0

PY: 12

CY: 1
6. My financial charge will be $33076.
Calculations:

555(4) (12) =26640-59716= -33076
7. I will invest my short-term savings for my down payment with BOM Trust TFSA. (Institution/investment type).

 I will get an average return of 4%/a.
8. I am starting to save for my car at age 25 and buying at age 30

(Max. of 5 years). My monthly contributions to save up for my down payment will be $1244.

Calculations:
N: 5 x 12
I: 4
PV: 74645

PMT: 1244
FV: 0
PY: 12

CY: 1

9. My car’s initial value is $74645. The depreciation rate was calculated from my car’s value in year2010 for a value of $ 46000, and a later value in year2005 for a value of $ 16875.  It will depreciate at 18%/a. (Depreciation rates are calculated based off the VMR retail costs). 

Calculations:
16875=46000(1-r) ^5

R=.18(18%
10. Using the depreciation rate calculated, the future value of my car in 5 years will be $ 27673.
Calculations:
A=74645(1-.18) ^5
A=27673
11. According to Consumer Reports, my car has 0  black marks. My monthly maintenance budget per person of $100 must increase to$100 ($10/m for each black mark). My vehicle gets 10.1L/100Km City, and my monthly gas budget per person must increase to $168 (9L/100Km City is proportional to $150/m in gas).

Calculations:
9/150=10.1/X

$168

12. According to VMR, my car should retail At $65250. I am buying it at $74645.
I am paying 114% of the retail cost.

Calculations:
74645/65250=1.14 (114
13. With the lost 5 year depreciation on the vehicle, the future value is projected to be $46972. 
The true total cost of my vehicle assuming I keep it for 5 years, then sell it, is $108128. 
(You must take into account loss: Financial Charge, Depreciation on resale, gas, insurance, maintenance.)

The true monthly cost of my vehicle is $1802/m.

Calculations:
74645-27673=46972

33076+46972+168(5)(12)+100(12)(5)+200(5)(12)=108,128
108,128/60=1802
14. Additional Comments:

Give reasons why you may be over or under budget.

My car loan was A LOT less than my maximum.

Why you over or underpaid?

Contains many specs not available on VMR, and there are very few km’s on the car.

Documents Used.
Worksheet 3:
Investments/Retirement Planning

Opportunity Cost

1. At age 18, if I give up my monthly Starbucks/snacks habit of $70/m, and instead invest this amount in the market (at 6%/a). The opportunity cost value at retirement (age 65) will be worth $236880.

Calculations:
N: 47 x 12
I: 6
PV: 0
PMT: -70

FV: 236,880

PY: 12
CY: 1 

2. I compared at least 2 vehicles in this project. If I go with the less expensive vehicle, I will save approx. $864 . From age 22, the opportunity cost value at retirement (age 65) will be $ 1783296.
Calculations:
              1419(Ranger Rover) – 612 (Audi) = 864

N: 43 x 12
I: 4
PV: 0
PMT: -864

FV: 1783296
PY: 12
CY: 1
Short-Term Savings

3. I wish to save up for a Holiday in 5 years. This will cost $6000.
4. I can get a short-term investment rate of return of5%/a  from BOM Trust.  At age 22, my short-term savings monthly contributions will need to be$ 125/m in order for me to afford my purchase.

Calculations:
N: 4 x 12

FV: 6,000
I: 5


PY: 12
PV: 0


CY: 1
PMT: -125

Long-Term Savings

5. For my retirement, I will need $ 4000/m in today’s dollars to live. If I am 20 years old (recently graduated), and retire at age 65, the future value dollar amount I will need is$ 12152/m.  (Inflation 2.5%/a)

Calculations:
A=4000(1+0.025) ^45

A=12152
6. If I live to age 90, the lump sum amount I need to have saved up by age 65 is $3093100. 

Calculations:

N: 25 x 12

I: 4
PV: 3,093,100
PMT: -12,152
FV: 0

PY: 12

CY: 1

7. I will invest my long-term savings for my retirement with a conservative investment. I believe that I will get an average return of 4%/a (conservative 2-4%), and 8%/a (8conservative 6-11%).

8. If I use my conservative return rate, at age 22, I will need to contribute$ 3018.

If I use my non-conservative return rate, at age 22, I will need to contribute $1219.

Calculations:
                N: 43 x 12

                I: 4


I: 8
                PV: 0

                PMT: -3018

PMT: -1219
                FV: 3,093,100
                PY: 12

                CY: 1
9. If I use my non-conservative return rate, but start investing monthly at age 35 for retirement, I will need to contribute $ 969/m in order to reach my retirement goal. This is $61 more per month than my monthly contributions at age 22.

Calculations:
N: 30 x 12


969-908 = 61
I: 6

PV: 0

PMT: -969
FV: 3,093,100
PY: 12

CY: 1
10. If I have a pension that will give me $4500/m (future value indexed for inflation) for life, I will now have to contribute per month (use NON-conservative return rate from age 22)$638 in order to achieve my retirement goal?
RETIREMENT:



NON-Conservative

N: 20 x 12



N: 43x12

I: 3




I: 6

PV: 1,278,744



PV: 0

PMT: 12152 – 4,500


PMT: -638 

FV: 0




FV: 1,278, 744

PY: 12




PY: 12

CY: 1




CY: 1 

11. For my project, the amount of monthly contributions I’ll put towards my retirement is $1219. The percentage of my monthly income that is going towards my savings is 31%
Calculations:
: 43 x 12


1219/3929 = 31%

I: 6

PV: 0

PMT: 1219

FV: 3,093,100

PY: 12

CY: 1

The assumptions I have made are: Non-Conservative investing will produce a lower monthly payment and is a better choice for LONG-term investments.
Holiday to Europe
$6,000

Conclusion

Throughout the project, I had to change my house and car because I was extremely over budget with my original plan. I changed my house from the most expensive one I found, to the middle price. Though the new Duplex isn’t downtown, it’s in Coquitlam. The house is a lot bigger, and brand new in the new area of Burke Mountain, which is a very nice neighbourhood. I had to downgrade the car from the most expense to the cheapest one I found, though it’s better on gas and needs less maintenance – which proves to be the better buy.

During the course of the past few weeks, I definitely learned a lot when it comes to big life decisions. It’s important to start early, in order to get the down payment on your house and OWN at a young age. Also, the project taught me it’s smarter to invest your money into an appreciating asset such as a house rather than depreciating assets like a car. Though that seems obviously, I never would’ve thought about that, because I didn’t realize how much a house can be worth in several years, or how little a car is worth in only a couple years.

P- 10

Math – 20

Research – 10

Total = 40
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