
Buying a Home Math - Modified 
 

1. A common rule is that housing expense should not be more than 28% of your monthly income.  Your monthly 

income is $3,200.00.  How much can you spend on housing? 

a. $364 

b. $896 

c. $1,137 

d. $1,576 

Convert 28% to decimal _______________ 

 

$ _________________  x _________________  = $ _____________________ 

Monthly income  28% in decimal    can spend on housing 

 

2. A “point” is 1% of your borrowed amount on a mortgage.  You want to pay 2 points to get a 0.5% reduction in 

your interest rate on a $175,000 mortgage. How much will you pay in points? 

a. $3,500 

b. $3,750 

c. $4,100 

d. $5,175 

 Mortgage 
Point value 
in decimal 

Reduction of interest rate 

1 point $ _____________ 
 

.01 
= $ __________________ 

2 point $ _____________ 
 

.01 
= $ __________________ 

2 points requires $ ________________________ payment 
 

 

3. For each “point” you pay on a mortgage, you get a one-quarter percent reduction in the interest rate.  You want 

to get a .375% reduction on your interest rate.  How many points do you have to pay? 

a. 0.5 points 

b. 1.0 points 

c. 1.5 points 

d. 2.0 points 

 

Convert ¼ to decimal ________________ 

Reduction you want _____.375________ / decimal ________ = ______________ points you must pay 

 

 

  



4. A common rule is that housing expenses plus other debt payments should not be more than 36% of your 

monthly income.  Your monthly income is $4,300, and you have student loan payments of $321 per month.  

How much can you spend on housing? 

a. $800 per month 

b. $986 per month 

c. $1,227 per month 

d. $2,136 per month 

Monthly income     $ ______________________  

Convert 36% to decimal    x  ______________________ 

Maximum spend on housing and other debts  $ ______________________ 

Less:  student loan payments    - ______________________ 

Maximum amount can spend on housing = ______________________ 

 

5. For a 30 year mortgage of $100,000 at 6%, you will pay $116,000 in interest over the life of the loan.  For a 15 

year mortgage of $100,000 at 6%, you will pay $52,000 in interest over the life of the loan.  How much less are 

you paying in interest with the 15 year mortgage? 

a. $52,000 

b. $64,000 

c. $74,000 

d. $100,000 

Loan Interest amount paid 

30 year  

15 year  

Difference  

 


