Negotiable Instruments Quiz

Name:  _______________________
Date:  ____________
Period:  ____

Matching:   Match each definition in the left column with the key term in the right column.  Write the letter of the term in the space provided.
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_____ 1. A purchase by a debit card of a good or service at a business (retail store, a restaurant, etc.)

_____ 2. Amount of interest that a $200 deposit would earn after compounding for one year

_____ 3. A nonprofit financial institution that is owned by its members and organized for their benefit

_____ 4. A cash card issued that allows you to withdraw money or pay for purchases from your checking or savings account

_____ 5. A savings account that requires a minimum balance and earns interest that varies monthly

_____ 6. The process in which interest is earned on both the principal, the original amount you deposited, and on any previously earned interest

_____ 7. A savings alternative in which money is left on deposit for a stated period of time to earn a specific rate of return

_____ 8. A for-profit institution that offers a full range of financial services, including checking, savings, and lending

_____ 9. The signature of the payee, the party to whom the check has been written

_____ 10. The percentage of increase in the value of your savings from earned interest

Multiple Choice:   In the space at the left, write the letter of the choice that best completes the statement or answers the question.

_____ 1. Which of the following financial services is best suited for saving money over a period of years?

a. certificate of deposit (CD) 
c. demand deposit

b. checking account 

d. mortgage loan

_____ 2. Credit cards allow you to

a. spend only the amount in your account
c.  protect your checks from thieves

b. borrow money for a short term

d. transfer money between accounts online

_____ 3. If you deposit $100 in an account with an annual interest rate of 6% compounded monthly, after twelve months you will have

a. $6 

c. $106

b. $6.18 
d. $106.18

_____ 4. The Federal Deposit Insurance Corporation (FDIC) insures depositors against losing their money in the case of a

a. lost debit card 


c. bank failure

b. stolen paycheck 


d. death in the family

_____ 5. Compared with commercial banks, credit unions generally offer

a. higher interest rates on loans 

c. higher interest on savings

b. fewer financial services 


d. lower fees and loan rates

_____ 6. The first step in balancing a checkbook is

a. subtracting fees on the bank statement from the checkbook balance

b. comparing checks in the check record with those on the statement

c. adding interest earned to the checkbook balance

d. adding recent deposits to the bank statement balance

____ 7. In which kind of savings plan does the interest rate vary from month to month?

a. regular savings 

c. money market

b. certificate of deposit 
d. U.S. Savings Bonds

_____ 8. You give up liquidity when you 

a. buy a certificate of deposit 

c. open a savings account

b. use an ATM 



d. recharge a stored-value card

_____ 9. When writing a check, include all of the following EXCEPT
a. the current date 


c. your signature on the front

b. the name of the payee 

d. an endorsement on the back

_____ 10. To earn high interest rates on a certificate of deposit, you must accept all the following limitations EXCEPT

a. leaving money in for the term of the deposit

b. paying a penalty when money is withdrawn early

c. completing a monthly bank reconciliation

d. depositing a minimum amount

Critical Thinking:  
1. Paula uses an online debit card to purchase a pair of shoes. What prevents others who learn her debit card number from using it to make purchases?

2. Compare the advantages and disadvantages of activity accounts and interest-earning checking accounts.

a. debit card


b. point-of-sale transaction


c. commercial bank


d. credit union


e. certificate of deposit (CD)


f. money market account


g. rate of return


h. compounding


i. annual percentage yield (APY)


j. endorsement











