
Personal Finance 
1. How do lower interest rates affect consumer spending? 

    A. lower interest rates discourage consumer spending 

    B. lower interest rates encourage consumer spending 

    C. lower interest rates have no effect on consumer spending 

    D. lower interest rates affect supply and demand, but not consumer spending 

 

2. Ideally, retirement planning should begin 

    A. when the mortgage is paid off. 

    B. when you receive your first paycheck. 

    C. when the last child has left home. 

    D. one year before retirement. 

 

3. What is the first step in the personal decision-making process? 

    A. compare choices to make a decision 

    B. obtain accurate information 

    C. define the problem or goal 

    D. take action to meet a goal 

 

4. An item marked down to an unusually low price to get more customers into the store, hoping they 

will buy more profitable products while they are there, is referred to as: 

    A. price penetration 

    B. a loss leader 

    C. price skimming 

    D. odd-number pricing 

 

5. The basic economic problem is the mismatch of 

    A. unspecified differences between needs and wants. 

    B. unlimited wants and needs and limited economic resources. 

    C. unlimited economic resources and limited wants and needs. 

    D. unlimited economic resources, wants, and needs. 

 

6. A legal document that establishes ownership is a(n) 

    A. acceptance. 

    B. lien. 

    C. title. 

    D. deed. 

 

7. Which one of the following was created to protect consumers from dangerous products? 

    A. CPSC 

    B. EPA 



    C. IRS 

    D. FTC 

 

8. Deliberate deception designed to secure unfair or unlawful gain is called: 

    A. fraud 

    B. legal 

    C. ethical 

    D. permissible 

 

9. Life-enhancing wants include all of the following except: 

    A. water 

    B. education 

    C. gadgetry 

    D. travel 

 

10. A purchase made on a whim without using a decision-making process is a(n): 

    A. trade-off purchase 

    B. impulse purchase 

    C. option purchase 

    D. rational purchases 

 

11. A tax credit reduces your 

    A. taxable income. 

    B. tax liability. 

    C. tax refund. 

    D. adjusted gross income. 

 

12. A few hours each month that employees can schedule for non-job activities is called 

    A. family leave. 

    B. flextime. 

    C. absenteeism. 

    D. personal time. 

 

13. This work arrangement offers one job to two people, each of whom works a part-time schedule. 

    A. flexspace 

    B. job sharing 

    C. flextime 

    D. telecommuting 

 

14. Labor unions do not: 

    A. represent the beliefs of all individuals in a selected occupation 

    B. provide support services for members 



    C. support political candidates who represent member's interests 

    D. participate in collective bargaining 

 

15. The _____ is completed by the employee and used by the employer to determine deductions from 

gross pay. 

    A. W-4 Form 

    B. W-2 Form 

    C. 1040EZ 

    D. 1040A 

 

16. When income grows, ______ taxes take a larger share of income. 

    A. regressive 

    B. progressive 

    C. flat 

    D. proportional 

 

17. _____ is an optional deduction from gross pay. 

    A. Federal Income tax 

    B. Medicare 

    C. Tax-sheltered annuity amount 

    D. Social Security 

 

18. The tax system in the United States in which all citizens are expected to prepare and file income tax 

returns on their own is referred to as: 

    A. social responsibility 

    B. filing requirement 

    C. civic duty 

    D. voluntary compliance 

 

19. Which one of the following has not given workers more options for their work schedule? 

    A. job rotation 

    B. job sharing 

    C. government restrictions 

    D. telecommuting 

 

20. Members of this type of union are skilled, semiskilled, or unskilled employees in a particular place, 

industry, or group of industries. 

    A. industrial union 

    B. craft union 

    C. public-employee union 

    D. trade union 

 



21. A salaried employee is paid 

    A. a different amount each pay period, depending on the number of hours worked. 

    B. the same amount each pay period, regardless of the number of hours worked. 

    C. only once a month. 

    D. the same as all the other salaried employees. 

 

22. Businesses are required by law to provide all of the following benefits except 

    A. social security. 

    B. Medicare. 

    C. overtime pay. 

    D. health insurance. 

 

23. The income tax is an example of which type of tax? 

    A. proportional 

    B. progressive 

    C. regressive 

    D. excise 

 

24. A tax _____ is an amount subtracted directly from the tax owed. 

    A. deduction 

    B. exemption 

    C. credit 

    D. bracket 

 

25. Itemized deductions are recorded on what tax document: 

    A. Form 1040A 

    B. Schedule A 

    C. Form 1040Z 

    D. Schedule B 

 

26. PYF, or "pay yourself first" means that the person 

    A. must take taxes out on any income they receive before they pay anyone else. 

    B. has automatic deposit. 

    C. should immediately put a certain amount into an account that will be set aside to use later to meet 

a long-term financial goal. 

    D. must get a job before they can spend any money. 

 

27. A budget is a plan to 

    A. match expected income with expected outflow. 

    B. increase income. 

    C. matching spending with saving. 

    D. decrease your wants and needs. 



 

28. The most common use for a personal property inventory is 

    A. as proof in the event of fire or theft. 

    B. in preparing a budget. 

    C. in the event of a tax audit. 

    D. when applying for credit. 

 

29. A net worth statement is most commonly used 

    A. when applying for credit. 

    B. as proof in the event of fire or theft. 

    C. in the event of a tax audit. 

    D. in preparing a budget. 

 

30. Postponing taxation until the following year on investments is called 

    A. tax deferral. 

    B. tax evasion. 

    C. tax avoidance. 

    D. tax shifting. 

 

31. Saving for vacation next summer or paying off small debts are examples of 

    A. long-term goals. 

    B. opportunity planning. 

    C. short-term goals. 

    D. opportunity results. 

 

32. A personal property inventory is most commonly used for what purpose? 

    A. as proof of loss in the event of fire or theft 

    B. in the event of a tax audit 

    C. in deciding which items to buy 

    D. when applying for credit 

 

33. Money left over after you have paid bills is 

    A. interest. 

    B. principal. 

    C. compound interest. 

    D. discretionary income. 

 

34. Spending patterns vary according to 

    A. day of week. 

    B. age and sex. 

    C. sleeping and eating patterns. 

    D. time of day. 



 

35. The money you have coming in and the money you have going out is referred to as 

    A. debt. 

    B. cash flow. 

    C. income. 

    D. allowance. 

 

36. There are essentially three types of expenses: fixed expenses, variable expenses, and periodic 

expenses. The main differences between the three types are that 

    A. fixed expenses cost the same amount every time; variable expenses fluctuate in amount; periodic 

expenses are ones you don't pay every month. 

    B. fixed expenses are for those items that have a price that can't be negotiated; variable expenses are 

for those items that have a negotiable price; periodic expenses are for those items that have a certain 

time period in which they must be paid. 

    C. fixed expenses are those items you have written in your budget; variable expenses are those items 

you have not written in your budget; periodic expenses are those items that appear in each time period 

of the budget. 

    D. fixed expenses are for the larger amounts paid every time; variable expenses are for the smaller 

amounts paid every time; periodic expenses are ones you don't pay every month. 

 

37. Which of the following is considered a flexible expense? 

    A. mortgage payment 

    B. home insurance 

    C. entertainment 

    D. rent 

 

38. The formula for asset to debt ratio or solvency is: 

    A. annual savings/annual after-tax income 

    B. total assets/total debt 

    C. annual debt payments/gross income 

    D. monetary assets/monthly expenses 

 

39. Most conventional loans require a down payment of 

    A. 5-10%. 

    B. 25-30%. 

    C. 10-30%. 

    D. 30-40%. 

 

40. The Beluga family members own 100 shares of a stock. The company declares a 3% stock dividend, 

increasing their holdings to ____ shares. 

    A. 210 

    B. 103 



    C. 420 

    D. 205 

 

41. Reducing investment risk by putting money in several different types of investments is referred to as 

    A. consolidation. 

    B. portfolio. 

    C. investment banking. 

    D. diversification. 

 

42. The primary risk of investment in precious metals and gems is 

    A. the change in consumer tastes in jewelry styles. 

    B. fluctuation in prices. 

    C. luxury tax that is imposed on metals and gems. 

    D. lack of jewelry stores in rural areas. 

 

43. In the area of investments, yield usually refers to 

    A. a bond's potential return. 

    B. a stock's first offering on the exchange. 

    C. giving in to market trends in investments. 

    D. an investment broker's discount offered to the best clients. 

 

44. Savings and checking accounts at a credit union are usually called: 

    A. share accounts 

    B. certificates of deposit 

    C. passbook accounts 

    D. money market accounts 

 

45. Understanding the types of risk you will face and their potential consequences is called: 

    A. risk management 

    B. risk administration 

    C. risk assessment 

    D. risk analysis 

 

46. Which of these strategies is not a wise investment practice? 

    A. get good advice 

    B. go fast 

    C. keep good records 

    D. define goals 

 

47. Interest paid on the principal and on previously earned interest, assuming that interest is left in the 

account, is called: 

    A. flat interest 



    B. compound interest 

    C. simple interest 

    D. APY 

 

48. Which of the following is not a short-term need? 

    A. unemployment 

    B. retirement 

    C. automobile repair 

    D. weekend trip 

 

49. A method to make regular saving easier is: 

    A. money market accounts 

    B. savings accounts 

    C. automatic payroll deduction 

    D. certificates of deposit 

 

50. Historically, over long periods of time, performance records indicate that 

    A. growth investments have outperformed income investments. 

    B. growth investments cannot keep up with inflation. 

    C. growth investments and income investments perform at the same general rate. 

    D. income investments have outperformed growth investments. 

 

51. Which of the following is not a time deposit? 

    A. savings account 

    B. checking account 

    C. money market account 

    D. certificate of deposit 

 

52. A paper Series EE U. S. savings bond is guaranteed to accrue enough interest to reach face value in 

    A. 10 years. 

    B. 20 years. 

    C. 50 years. 

    D. 5 years. 

 

53. A bond backed by the power of the issuing governmental unit is a(n): 

    A. revenue bond 

    B. investment grade bond 

    C. convertible bond 

    D. general obligation bond 

 

54. The face value of a bond is the amount a bondholder 

    A. receives at maturity. 



    B. loses if the corporation fails. 

    C. receives in interest. 

    D. pays for the bond. 

 

55. Adding interest to the principal and paying interest on the new total is called paying 

    A. compound interest. 

    B. total interest. 

    C. semi-annual interest. 

    D. simple interest. 

 

56. The landlord's legal demand that a tenant move out is called a(n) 

    A. eviction notice. 

    B. month-to-month agreement. 

    C. no-refundable service charge. 

    D. security deposit. 

 

57. The difference between the market value of property and the amount owed on it is called: 

    A. closing cost 

    B. acceptance 

    C. adjustable rate 

    D. equity 

 

58. A disadvantage of leasing an automobile would be the: 

    A. responsibility for repair costs 

    B. unexpected costs with a closed-end lease 

    C. limited mileage in the lease agreement 

    D. poor expense records for tax purposes 

 

59. Regarding a mortgage, the escrow account is used: 

    A. as a down payment on the property 

    B. to hold extra principal on the loan 

    C. as a security feature in the event a payment is missed 

    D. to hold insurance and tax payments until they are due 

 

60. Which one of the following would be an example of a closing cost when buying a home? 

    A. first month's loan payment 

    B. life insurance 

    C. new carpet 

    D. appraisal fee 

 

61. Which of the following publications would probably be your BEST source for information about how 

to invest your money? 



    A. Kiplinger's Personal Finance Magazine 

    B. Parents 

    C. Consumer Reports 

    D. Good Housekeeping 

 

62. Which of the following is not a business source of consumer information? 

    A. customer service departments 

    B. the Environmental Protection Agency 

    C. product labels 

    D. advertising 

 

63. The reasons consumers decide what products and services to purchase are called 

    A. buying motives. 

    B. needs. 

    C. impulse buying. 

    D. wants. 

 

64. Services are more difficult to purchase than products since: 

    A. services are usually purchased on credit 

    B. quality is difficult to assess 

    C. government regulations vary significantly on services 

    D. few businesses offer services 

 

65. The most important responsibility consumers have is to be 

    A. honest. 

    B. informed. 

    C. alert. 

    D. waited on promptly. 

 

66. What is covered under collision automobile insurance? 

    A. damage to the property (such as a fence or tree) of others 

    B. damage to your vehicle when it is involved in an accident 

    C. damage to all vehicles involved in an accident 

    D. damage to the other person's vehicle when you are involved in an accident 

 

67. Premiums are affected by deductibles to the extent that 

    A. the higher the deductible, the lower the coverage. 

    B. the lower the deductible, the lower the premium. 

    C. the higher the deductible, the lower the premium. 

    D. the lower the deductible, the lower the coverage. 

 

68. Car insurance premiums will be increased as a result of 



    A. driving short distances. 

    B. filing claims. 

    C. driving only in rural areas. 

    D. owning an older car. 

 

69. The difference between an insurer and the insured is that the insurer is the company who agrees to 

take on certain economic risks and to pay for losses if they occur and the insured is the one 

    A. who has the original insurance policy. 

    B. who is most likely to have an accident. 

    C. for which the insurer assumes the risk. 

    D. who pays the premium. 

 

70. Which of the following would not be considered personal property? 

    A. an outdoor patio 

    B. furniture 

    C. clothing 

    D. electronic equipment 

 

71. This type of health insurance provides protection against the high costs of serious illnesses or 

injuries. 

    A. hospital insurance 

    B. surgical insurance 

    C. regular medical insurance 

    D. major medical insurance 

 

72. Bodily injury liability auto insurance covers all of the following except 

    A. pedestrians. 

    B. people in other cars. 

    C. the policyholder. 

    D. passengers riding with the policyholder. 

 

73. Drivers with a high risk may purchase car insurance from: 

    A. the general insurance pool 

    B. umbrella policy 

    C. speculative risk pool 

    D. the assigned-risk pool 

 

74. Under no-fault insurance, 

    A. each insurance company must determine that the other company's policyholder is at fault before 

the claim is paid. 

    B. each insurance company must determine that their policyholder is not at fault before the claim is 

paid. 



    C. the claim is not paid by either policyholder's insurance company. 

    D. the claim is paid by each insured's company regardless of who is at fault. 

 

75. The most important factor that influences homeowners' insurance premiums is 

    A. the insured's credit rating. 

    B. the distance to the nearest fire department. 

    C. the value of the insured property. 

    D. the estimated danger of loss based on the insurance company's past experiences. 

 

76. The governmental agency established by Congress to organize and regulate banking throughout the 

United States is the 

    A. Federal Reserve System. 

    B. Congressional Banking Control Agency. 

    C. United States Banking Authority. 

    D. Federal Deposit Insurance Corporation. 

 

77. If a check is lost or stolen, you should ask the bank for 

    A. a bank reconciliation form. 

    B. a stop payment order. 

    C. overdraft protection. 

    D. copies of cancelled checks. 

 

78. Zack has endorsed a check by writing "For deposit only" above his signature. This is a 

    A. restrictive endorsement. 

    B. special endorsement. 

    C. blank endorsement. 

    D. full endorsement. 

 

79. Darrell writes a check to the phone company for $45.60. He should record this amount in his 

checkbook register in the: 

    A. Deposit/Credit column 

    B. Payment/Debit column 

    C. Fee column 

    D. Balance column 

 

80. A federally-funded health insurance program for people over 65 and people with certain disabilities 

is 

    A. Anthem Blue Cross. 

    B. Medicare. 

    C. Medicaid. 

    D. AFLAC. 

 



81. Your parent agrees to loan you $1,000 and requires you to pay simple interest of 8 percent for two 

years. The amount of your monthly payment is: 

    A. $160 

    B. $106 

    C. $45 

    D. $69 

 

82. _____ involves giving money each month to a credit counseling organization to pay unsecured debt 

according to the payment plan set by the counselor. 

    A. Debt negotiation 

    B. Debt consolidation 

    C. Debt management plan 

    D. Debt adjustment service plan 

 

83. This type of charge account requires the buyer to make full payment within a stated period. 

    A. revolving charge account 

    B. budget charge account 

    C. sales charge account 

    D. regular charge account 

 

84. A maximum amount you are allowed to owe at one time on your credit account is called the 

    A. credit limit. 

    B. charge limit. 

    C. finance charge. 

    D. installment. 

 

85. Mary Beth wants to buy a new stereo system. She finds one for $500 at Stereo City. She withdraws 

$250 from her account at First National Bank and obtains a loan from her parents for the rest of the 

amount. Then she purchases the stereo. In this scenario, who is the debtor? 

    A. Mary Beth's parents 

    B. Mary Beth 

    C. Stereo City 

    D. First National Bank 

 

86. The ____ is a timeframe within which you may pay your current balance in full and incur no interest 

charges. 

    A. revolving period 

    B. due date 

    C. grace period 

    D. closing 

 

87. Which one of the following transactions would likely be difficult to make without a credit card? 



    A. buying groceries 

    B. purchasing a car 

    C. reserving a hotel room 

    D. buying a house 

 

88. Most of the information in your credit file may be reported for only years. 

    A. 13 

    B. 9 

    C. 11 

    D. 7 

 

89. Which one of the following is the first step most people take to establish a good credit record? 

    A. open a store credit account 

    B. open a savings account 

    C. apply for a credit card 

    D. open a checking account 

 

90. This regulation requires that you be told the cost of credit before signing an agreement. 

    A. Truth-in-Lending Law of 1968 

    B. Fair Credit Reporting Act 

    C. Equal Credit Opportunity Act 

    D. Fair Credit Billing Act 

 

91. Debt payments-to-income ratio is: 

    A. rarely used by creditors in determining credit worthines 

    B. calculated by dividing total liabilities by net worth 

    C. determined by dividing assets into liabilities 

    D. calculated by dividing monthly debt payments by net monthly income 

 

92. Shown on your net worth statement are things of value that you own, known as 

    A. disposable income. 

    B. assets. 

    C. collateral. 

    D. liabilities. 

 

93. The law that requires prompt correction of billing mistakes is the: 

    A. Federal Deposit Insurance Corporation 

    B. Consumer Credit Counseling Act 

    C. Fair Debt Collection Practices Act 

    D. Fair Credit Reporting Act 

 

94. To build a credit history, a person could 



    A. establish a steady employment record. 

    B. use an ATM several times a month. 

    C. file income taxes on time. 

    D. request to view his or her credit file. 

 

95. A legal process to get out of debt when you can no longer make all your required payments is 

    A. bankruptcy. 

    B. credit counseling. 

    C. debt consolidation. 

    D. dollar cost averaging. 

 

96. A legal process where property used as collateral is sold to pay off a debt is called: 

    A. bankruptcy 

    B. foreclosure 

    C. garnishment 

    D. defaulting 

 

97. An attempt to get people's personal information by sending realistic-looking but fraudulent emails 

that seek confirmation of personal information such as log-in IDs, passwords, and account numbers is a 

type of identity theft called 

    A. instant messaging. 

    B. phishing. 

    C. pyramiding. 

    D. virus infiltration. 

 

98. To help protect you against identity theft, use a 

    A. telephone answering machine. 

    B. cell phone. 

    C. shredder. 

    D. home computer. 

 

99. A measure of the goods and services that one's income will buy is: 

    A. utility 

    B. marginal benefit 

    C. interest 

    D. purchasing power 

 

 

 

 

 



100. Which of the following is the failure to meet legal obligations in a contract, specifically, failure to 

make the monthly payments on a mortgage? 

    A. default 

    B. escrow 

    C. foreclosure 

    D. callable debt 
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