ity two™ pyramid seh
will lose, What {8 the g
nd how could it happen'
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5 Buy or to Rent?

wve encountered “eh
h promises of money (e

Now divide your group into two “subgroups.” The first

ide your class into groups of at least four students
' b g ; d
subgroup is to answer these questions:

e, Fvery group is to first read the following,

4
ypes of frauds have sl
nlways has a new angle
“matrix schemes,”

1. What amount would the home purchase cost Tan and

Iun and Tami, a young couple with a child, live in a
Tami in immediate expenditures?

fented apartment. After taxes, lan carns $38,180 per
your and Tami’s part-time job brings in $7000 per year.
In the foreseeable future, their earnings probably will

2. Do they have enough cash on hand?

hbor of Investors In a P ’ e
i X Junt keep pace with inflation. They are presently oper- . ey -
xercises 19 and 20, ! Wing on the following monthly bu deek. The second subgroup is to answer these questions:
would be required ww 3. What amount would the house cost Ian and Tami on an
) Rent $1050 g <5
me promised return of 10 Food 600 “ongoing monthly basis’
Day care 525 4. What amount will their monthly budget allow toward

h 1000 investors, how M plothing Ww this cost?
il of each time perfod? 300 5. Can they meet the monthly expenses of owning the
Iwo years (¢) thres Nuvings 450 house?
: gether 300 Within your group, decide whether Ian and Tami can

Ponzi Schome Refer to d

Thiey have accumulated $36,000 in savings.

Ilaving found a house they would like to buy, which
I priced at $162,500, they have consulted several lenders
uid have discovered that, at best, purchasing the house
would involve costs as shown here.

o end of the year, the
est another $1000 ral
hat amount stays with

cond year?

own payment required (20%)

{ [oning costs (required at closing):
1Loan fee (1 point)

Appraisal fee 300

‘Iitle insurance premium 375

% may have convineed i
i not take out profit

Illons, As of mid 2000,

was E:.z:q.«\x by He ! : Document and recording fees 70

former chairman a_\ I'rorated property taxes 650

was arrested in Deg 3 M.v_._,_,__.icn_ fire insurance premium www
er

led (nvestors, neludin
Junds, and funds of fum
$§21 billion, He elatmes
500 Index options, bt
Iy held because he sob
became mandatory,

Thtal immediate costs:

“Oingoing monthly ownership costs would be as follows.

Pixed-rate 30-year mortgage at 7.5%
unes (51350 annually)
e nsurance ($540 annually)

i Ponzd bilked hiy inv
nilation averaged A%
nagnitudes of the Pon
e dollars,

11 order to own their own home, lan and Tami are
Wling to cut their clothing and entertainment expen-
Itiren by 30% each and could decrease their savings
allotments by 20%. (Some savings gtill will be neces-
1y to provide for additional furnishings they would
wd und for expenses of an expanding family in the
i) They also figure that the new house el v.,wwm
‘. A b ! | e ind ﬂ

hother Hernard Mad
% in the beginning

AU et (11 11 il

afford to purchase the house. Select a representative to
report your findings to the class.

Compare the evaluations of the various groups, and
try to resolve any discrepancies.




