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Personal Finance 

Unit 4: Savings and Investing Test 

TRUE/FALSE (Place a T or F in  the spaces below)
____​__A certificate of deposit must be held for a set amount of time such as six months 


or a year.

______Compound interest refers to money earned from buying a tax-exempt investment.

______A share of stock represents ownership in a company.

______A mutual fund is an investment issued by a state or local government agency.

______Treasury bonds are a safer investment than real estate.

MATCHING (Select letter from the right to match with answer on the left, use each letter only once, not all letters will be used.) 
​​___ U.S. Treasury Bond                                                 A. A bond issues by a state or 
                                                                                        city government.                            ___ Small Cap Technology Stock                                    

                                                                                              B. Less Risk; less return.                                                                           .     ___ Municipal Bond                                                       
___ Compound Interest                                                  C. More Risk; more return.
___ Simple Interest                                                         D. Interest paid on previous  
                                                                                              interest and the principal.
                                                                                              E. A bond issued by fortune 








          500 companies.








          F. Interest paid on the         








          principal.          

MULTIPLE CHOICE
Sarah is a 22 year-old college graduate with $500 discretionary income per month.

1. Sarah has an opportunity to earn 6% on her money.  Based on the rule of 72, how   many years would it take for her to double her money:
A. 6

B. 8

C. 9

D. 12

2. Sarah is shopping for a savings account.  Distinguish which of the following is NOT an important factor to consider:
A. balance requirement.

B. degree of risk.

C. fees, charges, penalties.   
D. interest rates.

3. If Sarah invests $500 savings account that pays 6% interest compounded yearly, how much money would she have in her account after three years?

A. $57
B. $160.50

C. $95.50

D. $105.75

4. Analyze and choose which of the following would be the best investment decision for Sarah:
A. betting on a horse at the track

B. buying real estate land in Antarctica.

C. investing in a penny stock with a tip offered by a friend.

D. placing a portion of her savings into a Roth IRA.

5. Identify which of the following would be the investment principles Sarah would use in deciding how to invest her money:
A. annual dividends, diversification, expert advice, and time.

B. annual dividends, expert advice, risk and return, and time. 

C. diversification, expert advice, risk and return, and time. 
D. diversification, inflation and taxation, risk and return, and time.

The Smith’s are a married couple in their forties with four school-aged children, and $200 discretionary income per month.

6. The Smith’s have two children that will be college-aged in 5 years.  If they invest $200 a month into Mutual Fund that posts an average annual return of 15.5%, how much will they have in their account at the end of five years:
A. $280
B. $340

C. $570

D. $211

7. Examine which of the following if the best investment choice for the Smith’s in their situation:

A. bet on horses at the local race track.

B. buy a large amount of shares in an airline company.

C. diversify their equally money into savings accounts, mutual funds, stocks and bonds.

D. invest their all of retirement and college savings into a two small cap emerging technology companies.

8. Analyze, when the Smith’s are deciding upon a mutual fund for investment, which factor is least important:

A. load required by the fund. 

B. rate of return.

C. what industry the fund specializes in. 

D. where the mutual fund is located.


9. If the Smith’s desired to invest in an income investment, identify which of the following choices would satisfy this type of investment:

A. mutual fund


B. real estate


C. saving account


D. stocks

10. The Smith family desires to choose an investment where they are the owners and NOT lenders, discriminate from the choices below which would satisfy this criteria:
A. certificate of deposit

B. government bond

C. saving account

D. stocks

Bob is a 62 year-old (3 years from retirement) with $2,000 discretionary income per month.
11. Bob desires investment earnings to provide for living expenses upon retirement.  What type of mutual fund would be most appropriate for Bob?

a) balanced Fund.

b) growth Fund.

c) income Fund.

d) regional Stock Fund.

12. Bob desires a high risk investment.  Which of the following is considered to have the most risk?

A. a savings account.

B. corporate bonds

C. corporate stocks

D. U.S. Treasury bonds.

13. If Bob at the end of the year places $8,000 in a mutual fund yielding an annual return of 20%, estimate what his gain would be in 3 years when he retires:

      A. $2,567

      B. $5,824

      C. $8,934

      D. $12,784 

14. Distinguish from the following the investments yielding the most risk for Bob’s financial future:
A. certificate of deposit.

B. corporate bond.

C. money market fund.

D. stock invested in a small emerging company.

15. If Bob was upset over being double taxed on his stock investment in Apple Computers, identify what double taxation would be:
A. A company pays taxes on their profits and Bob also pays taxes on his capital gains from his investment.

B. Bob pays taxes from his gains received from both his property and income. 

C. Bob pays the taxes from last year and the current capital gains.
D. Bob pays twice the amount reported on his tax statement.
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