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Unit 3 Test: Understanding Savings & Investments
I. Matching A – Match the term with the correct definition.
(a) APR  (b) APY   (c) Certificate of Deposit (CD)  (d) Debt-to-Income Ratio  (e) Inflation
(f) Interest  (g) Individual Retirement Account  (h) Minimum Payment  (i) Principal
(j) Rate of Return  (k) Stocks  (l) Truth in Lending  (m) 401(k)
_____ 1. Buying ownership in a company.
_____ 2. Amount borrowed or invested before interest is calculated.
_____ 3. The growth in the cost of products and services.
_____ 4. Allows you to evaluate the cost of the loan in terms of a percentage.
_____ 5. Promising to keep your money in the bank for a certain period of time. 
_____ 6. The additional amount you will pay to a lending institution to borrow money.
_____ 7. An employer-sponsored retirement savings plan that is tax deferred.
_____ 8. Minimum monthly payment required on a credit card or loan.
_____ 9. An investment vehicle for retirement.
_____ 10. The true rate of return of an investment in one year.
_____ 11. Percentage figure comparing your total monthly payments on debts to your monthly income.
_____ 12.  Statement that discloses all of the terms and conditions of a loan.
_____ 13. Percentage figure that measures how money grows in any savings vehicle.




II. True or False – Answer each statement with a “T” or a “F”
_____ 1. Credit is not needed to overcome a shortage of equity capital.
_____ 2. Equity capital is capital that is invested or available for investment in the ownership element of a new or fresh enterprise. 
_____ 3. Long-term credit loans can extend over 10 years.
_____ 4. Short-term credit loans usually refers to loans of one year or less. 

III. Listing
1. List the three fundamentals of credit (the R’s):
	A.
	B
	C.
2. List the three areas of credit needs:
	A.
	B.
	C.
3. List the two primary sources for personal credit and 1 advantage & 1 disadvantage of each:
	1. 
	Advantage – 
	Disadvantage – 
2. 
	Advantage – 
	Disadvantage – 


4. List 4 reasons to save:
	A.
	B.
	C.
	D.
5. List 4 types of financial institutions:
	A.
	B.
	C.
	D.
IV. Matching B – Match the types of savings methods with the appropriate description below:
(a) Bank Savings Account	(b) Money Market Account	(c) CD
(d) Money Market Funds
_____ 1. Unlike a normal savings account, you may not withdraw your money at any time.  If you do, you will be subject to withdrawal fees.
_____ 2. Similar to bank savings accounts - 	you usually get a better return. They are not FDIC insured.
_____ 3. These accounts are offered by banks. The bank typically pays you a higher rate of interest than a savings account.
_____ 4. The safest way to invest your money. The federal government backs these accounts with what is known as Federal Deposit insurance Corporation (FDIC) Insurance.





