Financial Literacy
Test 2  Spending Plans, Banks, Credit

Multiple Choice

1.  Which one of the following could not be called income?

a. An allowance

b. A paycheck

c. Interest paid on a loan

d. Interest  received from a savings account.

2.  Marcus set a goal to buy a car in the next few months.  He plans to make a $2500 down payment and has already saved $1300.  If he can save $150 each month for this goal to buy a car, how long will it take him to save the entire $2500?

a. 6 months

b. 8 months

c. 10 months

d. 12 months

3. All of the following are advantages of creating and following a spending plan, EXCEPT.

a. Having money for financial goals

b. Keep from going into debt

c. Having money for wants and needs

d. Encourage individuals to spend more money
e. Prioritize spending and saving.

4. What is Income?
a. Money spent

b. Money Earned

c. Money saved

d. Money invested

5. What is an expense?

a. Money spent

b. Money Earned

c. Money saved

d. Money invested

6. Which of the following is not a major expenditure category?

a. Housing

b. Entertainment

c. Transportation

d. Food

7. When determining total transportation costs, which of the following items should be considered?

a. License and registration

b. Insurance

c. Fuel

d. All of the above

8.  Which of the following is a fixed expense?

a. Rent

b. Food

c. Entertainment

d. Clothing

9. Which of the following is a flexible expense?

a. Loan payment

b. Eating out

c. Garbage

d. Cable

10. If expenses were to exceed income on a spending plan, what would be a financially smart solution?

a. Decrease expenses

b. Use a credit card more often

c. Earn less income

d. Increase purchases

11. Which of the following is a control method for spending plans?

a. Envelope system

b. Spending plan template

c. Check register system

d. All of the above

12. An individual’s financial plan will vary depending upon one’s 

a. Financial goals

b. Values

c. Lifestyle conditions

d. All of the above

13. According to the Consumer Expenditure Survey, what expenditure is the largest portion of one’s income on average?

a. Food

b. Housing

c. Entertainment

d. Clothing

Matching

a.  Fixed Expense

b. Income

c. PYF

d. Spending and Savings Plan

e. Variable Expenses

14.  Any money you receive such as an allowance or paycheck

15. An amount of money spent to buy something or do something that is the exact same amount every time
16. Taking a certain amount of all money you receive and saving it to be used for spending on longer-term goals.

17. Budget

18. Bills which change from month to month, such as clothing and entertainment.

Matching

a.  Want

b. Need

c. Value

d. Expense

19.  Fundamental beliefs or practices about what is desirable, worthwhile, and important to an individual

20. Something unnecessary, but desired or a item which increases the quality of life.  

21. Money Spent

22. Something thought to be a necessity or an essential items required for life.

Multiple Choice

23.  When items are bought on credit and paid for over a long period of time, the cost to the buyer

a. Is the same as if the items were bought with cash.

b. Is less than if the items were bought with cash

c. Is more than if the items were bought with cash.

24.  The maximum amount you can charge ona credit card is called the

a. Credit limit

b. Capacity

c. Collateral for the card

d. Credit ratio

25. Excluding a mortgage payment, what is the maximum percentage of take-home pay that should go toward loan payments?

a. 10 percent

b. 20 percent

c. 25 percent

d. 33 percent

26. Which is not a type of credit?

a. Car loan

b. Car registration

c. Gas company card 

d. House mortgage.

27. Madeline is comparing her options to borrow $5000 to buy inventory and equipment for her new sub sandwich shop.  Which loan appears to be the best deal?
a. 7% interest loan due in two years

b. 8% interest loan due in 18 months

c. 10 % interest loan due in one year

28. Suki wants to move into her own apartment after graduating from high school,  but she is worried that she won’t be able to rent an apartment without significant credit history.  What can Suki do to start using credit wisely?

a. Rent an apartment with a with a friend who will sign the lease

b. Apply for a store credit card

c. Apply for several major credit cards

d. Close her checking account to avoid bouncing a check.

29. Which of the following agencies provide free credit reports for consumers?

a. Equifax, credit unions

b. Credit unions, your bank

c. Experian, Credit Reports Associations

d. Trans Union, Experian

e. None of the above, you must pay a fee for any credit report.

30.  Credit experts recommend that you check the status of your credit report at least

a. Every time you apply for a loan or credit card

b. When you apply for your first loan or credit card

c. Once a year

d. Once every five years.

31. Who may review your credit report?

a. Your parents after you are 18 years old

b. Your current employer

c. The salesperson you talked to when you inquir4ed about a loan to buy a car.

d. Your doctor.

32. Of the following, which is the best strategy to reduce excessive debt?

a. Pay off loans with the highest interest rate

b. Make regularly minimum payments on each loan and credit card until the balances are paid

c. Use one large loan to pay off all of the other debts

d. File Chapter 7 bankruptcy.

33. Which of the following can impact your credit rating?

a. Borrowing money from a friend to pay for lunch

b. Living with your parents until you ear enough money to afford to rent an apartment

c. Paying cash for a used car

d. Making a late car loan payment.

34.  What rights must lenders respect according to the Truth in Lending Act?

a. You have the right to the lowest possible interest rate when you apply for credit.

b. You have the right to know why you were turned down for a loan

c. You have the right to cancel any loan agreement within 10 days of signing the loan

d. You have the right to change the loan terms

35.  Why should an individual comparison shop for a credit card?
a. To know terms and conditions of various cards

b. To avoid hidden costs

c. To decrease the cost of borrowing

d. All of the above

36.  Which type of credit card is defined as an account which allows for a customer to make credit card purchases at a particular store, such as The Buckle or Old Navy?

a. Bank Credit card

b. Retain Credit Card

c. Travel and Entertainment Credit card

d. Affinity Credit card

37. According to the Federal Truth in Lending Act, where must the terms and conditions of credit cards be posted?

a. On the back of the credit card

b. In the Schumer box

c. On the credit car’s web site only

d. They do not need to be posted.

38. What is credit

a. Money lent to an individual trusting it will be paid back

b. A fee for borrowed money

c. The maximum amount of money that can be charged to a credit card

d. A plastic card that holds pre-approved credit.

39. If an individual uses credit and does not pay the required amount by the due date, they are charged a (n):

a. Minimum payment

b. Late payment fee

c. Annual percentage rate

d. Annual fee

40. The following are advantages of using a credit card except:

a. Convenient

b. Tempting to over spend

c. Useful for emergencies

d. Eliminate the need to carry large amounts of cash.

41.  If a credit card is lost or stolen and reported within 48 hours, how much is the owner liable for if the card was used illegally before the credit card company was notified of the loss?

a. $100

b. $75

c. $50

d. $25

