MODIFED Investment Test-KEY
 

Name: ___________________ 

Date: ___________________ 

 

Circle the Correct Answer

	1.

	investing in several different types of securities in an effort to reduce overall risk

Investment Income    OR     Capital Loss

		

	2.

putting your money into an asset that generates a rate of return

Investing      OR     Risk Tolerance
3.

the amount of risk you can afford to accept

Rate of Return     OR    Investing

4.

loss received when you sell an investment that has decreased in value

Investment Risk      OR     Dollar-Cost Averaging
5.

profit received when you sell an investment that has increased in value

Investing     OR     Diversification

6.

total return generated from an investment

Investment Income      OR      Risk Capacity
7.

money you receive from an investment while you have it

Diversification      OR       Capital Gain

8.

investing an equal amount of money regularly regardless of the investment2019s price

Capital Gain       OR      Investment Risk

9.

the amount of risk you feel comfortable accepting

Investment Income     OR     Investing 

10.

uncertainty that an investment will not perform as expected

Investment Risk       OR      Capital Loss




 

True or False

	11)
	Ownership of a company means you do not have voting rights but you do have the right to discounted products each month. 

	
	a) True

	
	b) False


 

	12)
	Stocks represent shares of ownership in a company. 

	
	a) True

	
	b) False

	13)
	You do not know how much money you will make from a bond until it has matured. 

	
	a) True

	
	b) False


  

	15)
	Each type of investment has a different associated risk, and therefore, an individual should know their risk capacity and risk tolerance prior to investing. 

	
	a) True

	
	b) False


 

	16)
	Budgeting is a quick route to wealth. 

	
	a) True

	
	b) False


 

	17)
	The four types of assets include personality assets, liquid assets, tangible assets, and investment assets. 

	
	a) True

	
	b) False


 

 

	19)
	If the company you work for does not offer a retirement investment plan, you should not start your own plan (such as a 401k or IRA) because they take too much of your money that you could be investing in stocks. 

	
	a) True

	
	b) False


 Multiple Choice

	20)
	The investment options with the highest risks include: 

	
	a) Money Market Accounts or Mutual Funds, High-Grade Municipal Bonds or Mutual Funds, and High-Grade Corporate Bonds or Mutual Funds

b) Blue-Chip Common Stock, Real Estate, and Growth Mutual Funds

c) commodities and penny stocks




	21)
	Which of the following is most likely to be a blue-chip stocks? 

	
	a) A national product (Coca-Cola)

b) A regional restaurant (Chick-fil-A)

c) A local bed and breakfast (Olympic Inn)




	22)
	Why would an investor prefer tax deferred growth? 

	
	a) Because earnings accumulate tax free until the investor withdraws and takes possession of them.

b) Because earnings do not accumulate tax since the company invested in pays it for the investor

c) Because earnings accumulate tax based on the tax from the year the investment started making inflation less important when making decisions




 

	23)
	Why is a Roth IRA a good retirement investment plan? 

	
	a) Your children can use the money for a life-insurance plan for emergencies.

b) Earnings are tax free.

c) Your employer will match your personal contributions.




	24)
	Liquid assets are considered liquid because: 

	
	a) They are easily converted to cash.

b) They are easy start-up investments.

c) They are accessible from every bank.



	25)
	With defined benefit plans, the benefit payments that you receive at retirement are specified based on: 

	
	a) The estimated life expectancy of the investor.

b) The number of years worked for the company.

c) The plans formula.




 

Fill in the Blank
 

	Word Bank

	balanced mutual funds 
	defined contribution plan 
	diversification 

	emergency accounts 
	human capital 
	latte factor 

	loads 
	Money market mutual funds 
	municipal bonds 

	treasury bills, notes, and bonds 
	  
	  


 

	26)
	Holding an investment portfolio is a part of an investment and risk-limiting strategy called diversification. 


 

	27)
	The latte factor is a metaphor for spending money you could potentially invest on minor purchases that add up quickly with little or nothing to show for it. 


 

	28)
	Bonds issued by state and local government are municipal bonds. 


 

	29)
	Sales commissions charged to the investor of a mutual fund are loads. 


 

	30)
	 Money market mutual funds invest in short-term securities such as treasury bills and certificates of deposit. 


 

	31)
	The primary objective of balanced mutual funds is preservation of capital invested. 


 

	32)
	Because liquidity is important for emergency accounts, money market accounts and short-term certificates of deposit are good choices. 


 

	33)
	If you have a defined contribution plan, your benefit payment is based on the account balance at retirement.  


 

	34)
	Examples of human capital are education, special training, skills, talents, or abilities. 


	35)
	State income tax does not have to be paid on treasury bills, notes, and bonds. 
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