Investment Quiz-KEY
Name:  _________________________
Date:  _______________  Period:  _____

1. What factors might affect your investment choices?

2. How can you obtain the money you need to begin investing?

3. What are the main types of investment alternatives?

4. When choosing investment alternatives, why is it wise to diversify?

5. What are the steps in developing a personal investment plan?

6. Explain why financial advisers suggest that your investment program be set up like a pyramid.

Critical Thinking
As a financial advisor, one of your clients is young and nervous about investing.  He is making a first time investment of $5,000.  Would you advise him to invest in a savings account or CD, mutual fund, growth stock, or real estate?  Explain your answer.

KEY
1. The amount of risk you are willing to take.  Also consider the 5 components of risk in relation to your investment choices.

2. Inheritance, gifts, savings, employer sponsored retirement programs

3.  Mutual funds, real estate, stocks, and bonds

4. Diversification lowers the risk by spreading your assets over different types of investments with different levels of risk.

5. Establish investment goals, decide how much money you need, how much money you want to invest, decide on the investment options, evaluate the risk and potential return on those investments, reduce your list, choose at least two investments, and continually evaluate your investment program

6. A pyramid has a wide base which provides a strong foundation of low risk investments.  The middle section provides medium risk investments.  While the smaller top provides the high risk investments.

Critical Thinking
Mutual funds, CD’s, or government bonds because they are low risk investments. 
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