THE IMPACTS OF INTEREST RATES AND THE HOUSING MARKET ON SCREWLOOSE.

Missing Words.

Inflation is a general rise in the average ____ level. Inflation is caused by excessively high 

levels of consumer _________. Inflation is considered to be bad for the economy. When the 

Bank of England wants to reduce inflation they will push interest rates ____ because a higher 

interest rate will reduce the general level of _______ in the economy. The interest rate affects 

the housing market because most people buy a house using a ________. If the interest rate 

goes down the monthly repayment on a ________ will fall. This will increase the 

_______ for housing which, in turn leads to higher house ________. A housing boom will help 

firms like ScrewLoose in two ways. Firstly, demand for ScrewLoose’s products from builders 

should increase because higher house prices will encourage builders to build ____ houses. 

Secondly, amateur DIY enthusiasts will be more likely to want to embark upon home 

improvements when the housing market is buoyant because they might want to increase the 

value of their own _____. In conclusion, a booming housing market will help ScrewLoose 

greatly because it will create market _______. However, ScrewLoose would be unwise to rely 

solely on a buoyant housing market for their continued growth because it is an _______ factor 

that is ________ the firms control.

Written Analysis

The housing market has been booming in the last few years. However, will this boom continue? Please look at Appendix C.

(a) What evidence is there in the table to back up the view that the housing market might struggle in the near future?

(b) Using other information from the table what might cause this change to occur?

(c) Appendix C shows that the economy is expected to grow. However, at the same time the housing market is expected to struggle. Taking both factors into account do you think that ScrewLoose’s sales will rise or fall in the next two years?

Mathematical Analysis

After years of saving for a deposit you have just bought a house for £220 000. To finance the purchase you have been forced to take out a mortgage of £200 000. You will pay back the capital over 25 years. In addition you also have to pay 5 % interest every year on the full £200 000 borrowed.

(a) Calculate how much you have to pay to the building society each month at the following   

     mortgage rates (i) 4.25%, (ii) 4.5% and (iii) 5%

(b) Explain how a change in the mortgage rate might affect your standard of living and your 

     desire to buy home improvement products from ScrewLoose.


