The Property Market

The Problem:

A property owner has two houses for sale – one in a fashionable area, one in a less popular area.
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He manages to sell them for £156 000 each. 

Based on what he originally paid for them, one house has made him a profit of 20%, while the other has made him a loss of 20%.

Overall, has the owner made a profit or a loss?

Can you say why, without any calculation?

By how much? (calculation now required!)

Solution:

He has made a loss, overall.

Loss = £13 000
The 20% loss must have been from an initial value higher than £156 000, while the 20% profit must have been from an initial value lower than £156 000. 

Hence the former will be larger than the latter.

The diagram below shows the situation:
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Profit was made on an initial value of v, 
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Loss was made on an initial value of w, 
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Hence, overall Profit 
= (130 000 x 0.20) – (195 000 x 0.20)





=   £13 000
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