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POB Ch. 19

True/False
Indicate whether the statement is true or false.

____ 1. Investing means using your savings to earn more money.

____ 2. The more frequently interest is compounded, the slower the growth in savings.

____ 3. If a stock increases in value and is then sold for more than its original cost, a capital gain results.

____ 4. Usually, higher risk investments pay higher yields than lower risk investments.

____ 5. Before a corporation can pay bondholders the rate of interest promised to them, it must first pay dividends to 
stockholders.

____ 6. Investors who do their own research can save money by using a full-service broker.

____ 7. Stocks of smaller companies are usually not traded on a stock exchange.

____ 8. Most corporate bonds are issued for $10,000.

____ 9. Land and anything attached to it is called real estate.

____ 10. An investment with an unusually high risk is called a speculative investment.

Multiple Choice
Identify the choice that best completes the statement or answers the question.

____ 11. Financial planning experts encourage people to deposit ____ of their income into a savings account or other 
investment each month.
a. 1 percent
b. 5 percent
c. 10 percent
d. 25 percent

____ 12. The money you receive for letting others use your money is called
a. security.
b. interest.
c. collateral.
d. premiums.

____ 13. Money market accounts
a. pay interest based on various government and corporate securities.
b. generally require long-term deposits.
c. usually pay much less than a regular savings account, but are far more secure.
d. rarely have a large minimum balance requirement.

____ 14. Which of the following is NOT a commodity?
a. grain
b. livestock
c. gold
d. real estate
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____ 15. Tasha main investment concern is that the money she has invested will be returned to her. She is MOST 
concerned with
a. taxes.
b. safety.
c. liquidity.
d. return.

____ 16. Which of the following investments are listed in order from lowest risk to highest risk?
a. U.S. savings bond, municipal bond, growth stock, commodities
b. municipal bond, U.S. savings bond, growth stock, commodities
c. commodities, growth stock, U.S. savings bond, municipal bond
d. growth stock, U.S. savings bond, commodities, municipal bond

____ 17. Common stockholders
a. have no voting rights within the corporation, as do preferred stockholders.
b. receive dividends limited to a set rate.
c. are paid dividends only after preferred stockholders are paid their dividends.
d. have no right to share in a corporation’s profits.

____ 18. A business organization that accommodates the buying and selling of securities is called a(n)
a. stock exchange.
b. credit bureau.
c. credit union.
d. mutual savings bank.

____ 19. The relationship between a stock’s selling price and its earnings per share is called the
a. stock index.
b. current ratio.
c. price-earnings ratio.
d. dividend yield.

____ 20. Bonds issued by local and state governments are called
a. corporate bonds.
b. municipal bonds.
c. U.S. government savings bonds.
d. mutual bonds.

____ 21. A Series EE savings bond
a. pays an interest rate that increases with inflation.
b. pays interest twice a year.
c. is not discounted.
d. is bought at half its face value.

____ 22. This debt security involves short term borrowing with maturities from 91 days to one year.
a. T-bill
b. T-note
c. T-bond
d. T-fund

____ 23. This type of mutual fund invests in both stocks and bonds.
a. income fund
b. balanced fund
c. sector fund
d. aggressive-growth fund
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____ 24. Interest is paid to a bondholder based on the bond’s
a. maturity value and stated interest rate.
b. stated interest rate.
c. maturity date and maturity value.
d. annual percentage yield and maturity date.

____ 25. Mortgage payments are
a. almost always lower than rent payments.
b. generally do not include property taxes and insurance.
c. commonly paid on a weekly basis.
d. usually long-term loans.

____ 26. Janine needs someone to estimate the value of some property for her. She should probably hire a(n)
a. real estate agent.
b. appraiser.
c. home inspector.
d. real estate attorney.

____ 27. The difference between the price at which you could currently sell your house and the amount owed on the 
mortgage is called
a. appreciation.
b. the assessed value.
c. equity.
d. liquidity.

____ 28. The Dow Jones Industrial Average is a commonly reported
a. rate of return.
b. stock index.
c. stated interest rate.
d. net asset value.

____ 29. Which of the following provides a market for agricultural products?
a. Chicago Board of Trade
b. NASDAQ
c. New York Stock Exchange
d. all of the above

____ 30. The current price quoted for precious metals in the world markets is called the
a. yield.
b. discount rate.
c. face value.
d. spot price.

Completion
Complete each statement.

 31. ____________________ interest is computed on the amount saved plus the interest previously earned.

 32. The ____________________ is the percentage of your money earned on your savings or investment over a 
year.

 33. The ease with which an investment can be changed into cash without losing its value is called 
____________________.
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 34. Cash payments a business makes to stockholders are called ____________________.

 35. For their services, stockbrokers charge a fee called a(n) ____________________.

 36. The market ____________________ of a stock is the price at which a share of stock can be bought and sold 
in the stock market.

 37. Each bond has a(n) ____________________ value, also called the maturity value.

 38. A type of mutual fund called a(n) ____________________ fund specializes in stocks that pay regular 
dividends.

 39. The amount that your local government determines your property is worth for tax purposes is called the 
____________________ value.

 40. An agreement to buy or sell an amount of a commodity at a specified price in the future is a futures 
____________________.


