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Test Directions

1.
Complete the information requested on the answer sheet.


PRINT YOUR NAME on the “Name” line.


PRINT the name of the event, BANKING & FINANCIAL SYSTEMS on the “Subject” line.


PRINT the name of your CHAPTER on the ‘DATE’ line.

2.
All answers will be recorded on the answer sheet.


Please do not write on the test booklet.


Scrap paper will be provided.

3.
Read each question completely before answering.  With a NO. 2 pencil, blacken in your choices completely on the answer sheet.  Do not make any other marks on the answer sheet, or the scoring machine will reject it.

4.
You will be given 60 minutes for the test.  You will be given a starting signal and a signal after 50 minutes have elapsed.

1.  According the Federal Reserve Bank, fewer checks are written due to


a. Increase in use of cash, debit cards and electronic funds transfers.


b. Increase in use of cash, credit cards and electronic funds transfers.

c. Increase in use of credit card, cash and electronic funds transfers.

d. Increase in use of credit card, debit cards and electronic funds transfers.
2.  Which of the following statements about reserve requirements is true?


a. Reserve requirements apply to the M1 and M2 money supply


b. Reserve requirements are the most important factor in bank lending


c. Reserve requirements do not change very often


d. If reserve requirements are low, banks must keep back more money and therefore have
 less to lend.

3.  Privacy of Consumer Financial Information
a. Governs how financial institutions use nonpublic personal information about 

businesses
b. Governs how financial institutions use nonpublic personal information about 


consumers
c. Governs how financial institutions use public personal information about 


consumers
d. Governs how financial institutions use public personal information about 


businesses
4.  The period known as the “Free Banking Era” was from 

a. 1837 - 1863

b. 1832-1837

c. 1816 - 1863

d. 1832 - 1861
5.  The most commonly used and widely accepted of payment is

a. checks
b. Debit Cards
c. Credit Cards
d. EFT
6.  A type of financial institution created for the purpose of promoting home ownership and which must make a majority of its loans for housing-related purposes is a(n)


a. Commercial bank


b. Credit union


c. Finance banks


d. Savings and loan association 

7.  Restrictive Endorsement

a. allows the drawer only to deposit a check into his or her account

b. allows the payee only to deposit a check into his or her account 

c. allows the payee to cash a check against his or her account

d. allows the drawer to cash a check against his or her account
8.  Advantages of digital checks includes
a. Reduce amounts of checks needed, no-check fees, check collection hassles, has a small national negative database and is easy reconcile with bank statements 

b. Reduce amounts of checks needed, no-check fees, check collection hassles, has a large national negative database and is easy reconcile with bank statements 

c. Reduce bad check write-offs, returned-check fees, check collection hassles, has a large national negative database and is easy reconcile with bank statements 

d. Reduce bad check write-offs, returned-check fees, check collection hassles, has a small national negative database and no need to reconcile with bank statements 

9.  Interest earned on previously earned interest is called compounding or


a. Future value computations 

b. Economics


c. Doubling down


d. Inflation

10.  The primary role of the Federal Reserve System is to:


a. regulate interest rates


b. regulate consumer spending


c. regulate the money supply


d. regulate government securities
11.  Current economic conditions will affect your financial decisions.  What are the three most important conditions that will influence your financial planning?


a. Consumer prices, money supply, and consumer spending


b. Consumer prices, interest rates, and money supply


c. Consumer prices, consumer spending, and interest

d. Consumer prices, interest rates, and money supply

12.  If the percent of income tax paid rises as income rises, the tax structure is


a. Progressive


b. Proportional


c. Regressive


d. Terminated

13.  Collateral refers to


a. The part of the annual income the borrower promise to repay each month.

b. The asset a borrower uses when taking out a loan that secures the creditor that the loan

 will be repaid. 

 
c. The annual income of the borrower when taking out a loan and this secures the loan


 will be repaid.


d. The asset a borrower has at the time of the loan and the borrowers promise to repay the


loan.
14.  Converted checks is a process in which your check is used as a source of information
a. for the check number, your store transaction number, and the number that identifies 

your financial institution 

b. for the check number, your store transaction number, and the number that identifies 

your  direct deposit information
c. for the check number, your account number, and the number that identifies your
 
direct deposit information
d. for the check number, your account number, and the number that identifies your

 
financial institution
15.  Which of the following is a time deposit?

a. Saving account


b. Mutual fund


c. Checking account


d. Certificate of deposit

16.  Which of the following is an example of a tax that is paid on a pay-as-you-go basis?


a. Estate Tax


b. Income tax 


c. Marriage tax


d. Property tax

17.  The Bankruptcy Reform Act was established in:


a. 1978


b. 1968


c. 1987


d. 1986

18.  If you need a loan from a bank to make home repairs, you would apply for a(n)


a. Business loan


b. Home improvement loan


c. Individual loan


d. Repair loan

19.  There are several international banking products.  They include all of the following except

a. Letter of credit

b. Offshore bank lending

c. Draft collection

d. Credit inquiry

20.  All of the following are disadvantages of Real Estate Investments except:


a.  Illiquidity


b.  Lack of a tax shelter


c.  Hedge against inflation


d.  Lack of diversification

21.  One way the Federal Reserve can increase or decrease the amount of money in the economy is to


a. Increase or decrease the buying and selling of government securities


b. Change national banking regulations


c. Increase or decrease the price of goods on the market


d. Increase or decrease the interest rate
22.  Congress established the Federal Reserve System in the year 


a. 1923


b. 1913

c. 1934 


d. 1914

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


a. compound interest.


b. simple interest.


c. semi-annual interest


d. total interest
24.  Another term for a “demand deposit” is a

a. Credit card account


b. Checking account

c. Revolving credit account


d. Saving account

25.  A legal form that ask stockholders to transfer their voting rights is called a(n)


a. Security


b. Proxy


c. Preemptive right


d. Stock rights
26.  Liquidity is the ability to easily

a. convert a treasury bill for a treasury note without loss in value


b. transfer investments electronically without a fee


c. convert your investment into cash without a loss in value

d. exchange one type of investment for another type of investment

27.  The petty cash fund is normally used to pay for

a. Hard drive

b. Postage

c. Utilities

d. Purchase orders
28.  People who place their money in a time deposit are actually


a. Borrowing money from the bank


b. Donating money to the bank


c. Giving up interest in return for unrestricted withdrawals


d. Lending money to the bank
29.  Money cannot be withdrawn from the bank without penalty during a certain time period if it is deposited in a


a. Checking account


b. Certificate of deposit

c. Money market account


d. Saving account

30.  One major function of banks is to  


a. Sell savings and checking deposits


b. Create and sell various loans


c. Sell various financial services 

d. Create and sell various investments

31.  The largest financial planners are monitored by the


a. Securities and Exchange Commission

b. Chartered Financial Consultants


c. Harvard Business Review


d. Survey of Current Business

32.  Special checks include all of the following except

a. Certified checks

b. Personal checks

c. Cashier’s checks

d. Bond drafts

33.  An investor can trade a bond for shares of the corporate stock if the bond is a

a. Mortgage bond


b. Debenture


c. Convertible bond

d. Subordinate debenture

34.  A lender may ask a buyer to deposit money in an escrow account for paying


a. Property taxes

b. Closing cost


c. Loan interest


d. The principal

35.  What might a home buyer do to get a low interest rate?


a. Buy mortgage insurance


b. Pay points

c. Pay an application fee


d. Amortize

36  The Rule of 72 is used in calculating the


a. Time of the Age of money


b. Fluctuations in a certificate of deposit


c. Fluctuations in the stock market


d. Time required to double an investment
37.  Electronic banking is an umbrella term for the process by which a customer may perform banking transactions electronically without visiting a brick and mortar institution.  All the terms below represent Electronic Banking except:

a. E-Banking

b. PC Banking

c. Easy Banking

d. Online Banking
38.  What is the highest percentage of market value a home equity loan will provide?

a. 80% 

b. 60%


c. 50%


d. 20%

39.  A disadvantage of using a safe deposit box for keeping financial documents is that it


a. Fails to protect documents from fire


b. Takes up too much space in your home


c. Can cost $100 a year to rent


d. Cannot store canceled checks

40.  One advantage of having a line of credit is


a. The customer can borrow all or part of the money at any time the money is needed


b. The customer need not qualify in terms of income or credit history


c. The customer need not pay back the loan until they are ready


d. The customer need only explain what the loan is for

41.  Credit bureaus are


a. A type of bank


b. Agencies that collect information to establish your credit rating


c. Banks that make credit decisions


d. Companies that offer credit

42.  A saving option many employers offer is


a. Paying interest on employees’ savings


b. Sending employees’ children through college


c. Direct depositing money into an employee’s savings accounts


d. Putting paycheck deductions in employees’ retirement funds

43.  A home equity loan is an example of


a. Insider financing


b. Bank funding


c. An unsecured loan


d. Personal funding

44.  Compared to commercial banks, credit unions generally offer


a. Higher interest rates on loans


b. Fewer financial services


c. Lower fees and loan rates

d. Higher interest on savings

45.  Diversification means


a. Keeping your money in one savings and/or one investment.


b. Keeping your money within one savings and/or different investments.


c. Spreading your money among different savings and/or different investments


d. Spreading your money among different savings and/or the same investments.

46.  The adoption of MICR encoding on checks has changed the way checks are used.  MICR stands for?

a. Magnetic ink character recognition

b. Magnetic ink check recognition

c. Magnetic ink code recognition

d. Magnetic ink conversion recognition

47.  Spending, saving, and investing in order to have the lifestyle you want are achieved by


a. Personal financial planning


b. Paying interest


c. Discussing your financial situation with a friend


d. Regulating inflation

48.  On a bank reconciliation, deposits in transit are

a. Added to the bank balance

b. Deducted from the bank balance

c. Added to the checkbook balance

d. Deducted from the checkbook balance

49.  Which of the following is NOT considered a factor in money creation?


a. the Federal Reserve’s supply and control of money


b. banks’ use of money


c. the demand for money


d. the printing of currency by the Bureau of Engraving and Printing

50.  In the United States, banks and _________ work together to form the banking system and to ensure the money supply is adequate, appropriate, and trustworthy.


a. consumers


b. industry


c. savings and loans


d. the government

51.  Which of the following bank collection services allow account receivable payments to be sent directly to the bank?


a. Zero balance accounts


b. Automated clearing house network


c. Lockbox service 


d. Zero coupon account

52.  A cash flow statement give you important feedback on your


a. Assets and liabilities


b. Short-term and long-term debts


c. Income and spending patterns

d. Net pay and gross pay



53.  The main advantage of diversification as an investment policy is that it




a. reduces risk to investors




b. increases investors’ access to their money




c. offsets the effects of inflations on investments




d. guarantees a fixed rate of return on an investment

54.  The duties of a Credit Counselor includes all but

a. review credit reports, consolidate consumer’s debt, correct credit reports

b. correct credit reports, help eliminate consumer debt

c. credit consumer’s budget, review credit reports

d. correct credit reports, teach credit and budgeting
55.  Money on deposit, minus ____, can be loaned by banks to customers.


a. excess reserves


b. cash on hand


c. primary reserves


d. the reserve requirement

56.  A type of check where payment is guaranteed to be available by the issuing bank is a(n)

a. Promissory note


b. Draft


c. International IOU


d. Letter of credit
57.  The interest rate the Federal Reserve charges for loans to member banks is called the


a. Treasury rate


b. Discount rate


c. Market rate


d. Prime rate.
58.  The amount of cash the Federal Reserve requires banks to have on deposit at the local Federal Reserve Bank is the

a. Federal funds

b. Discount

c. Reserve requirement

d. Prime rate
59.  Direct deposit is most commonly associated with

a.  Any deposit you make at the bank

b.  Pay checks

c.  Deposits at an ATM

d.  Use of a debit card

60.  A bank CD is a


a. Cash deposit


b. Compounding of deposit


c. Certificate of deposit 


d. Currency of deposit

61.  The best definition for inflation is a collective rise

a. in the supply of money, interest rates and prices

b. of interest rates, prices and spending

c. in the supply of money, incomes, and prices


d. of interest rate, income and spending
62.  What are the two ways the Fed can affect money supply?


a. Though open market operations and the changing money supplies

b. Though mutual funds operations and changing money supplies


c. Though changing money supplies and changing customer deposits


d. Though changing money supplies and changing customers interest rates

63.  If there is too much money moving in the economy


a. Unemployment will probably rise


b. Prices may rise, causing inflation

c. Prices will fall, causing widespread business failure


d. Unemployment will fall, causing inflation

64.  One factor credit institutions examine to determine whether you are a good credit risk is your


a. Age


b. Character


c. Education level


d. Grade point average

65.  The Treasury Department’s duties include all of the following EXCEPT:


a. Enforces tax laws

b. Pays the banks’ bills

c. Pays the Federal Government’s bills

d. Prints and mints currency

66.  If the Federal Reserve decrease the reserve requirement, this means


a. Banks are required to hold fewer reserves and then must make fewer loans


b. Banks are required to hold fewer reserves and then can make more loans


c. Banks are required to hold more reserves and then can make more loans


d. Banks are required to hold more reserves and then must make fewer loans

67.  Which of the following features of a check indicates who is to receive the funds?


a. The bearer


b. The signature


c. The payee

d. The memo

68.  Which of the following is an example of a restrictive endorsement?


a. For Deposit Only

b. The signature of the holder


c. Pay to the order of Bill Brown


d. Pay to the order of Jill Scott, without recourse

69.  About 60 percent of the deposit and loan business in the United States is done by


a. Retail banks


b. Central banks


c. Commercial banks

d. Credit union

70.  Which of the following is NOT a source of income for a bank?

a. The interest earned by depositors

b. Investments


c. Loan income


d. Fees for services

71.  A saving account that pays higher interest rate and is for a set period of time is a


a. Brokerage account


b. Certificate of deposit


c. Money market account


d. Stock mutual deposit

72.  Most people use deposit-type institutions. Which institution is considered a nondeposit-type institution?

a. Finance Companies

b. Commercial Banks

c. Credit Unions
d. Mutual Savings Banks 
73.  The amount that the policyholder must pay before the insurance company will pay anything is called the


a. Claim


b. Deductible

c. Liability


d. Premium

74.  Disability insurance protects


a. People who depend on you financially in the event of your untimely death.


b. The medical bills in case you or your family members become sick or injured


c. Your income from a job if you are sick or physically unable to work

d. Your marital possessions, your assets such as clothes, a stereo, a TV, etc.

75.  An example of a liquid asset is a


a. Savings account


b. Bond


c. Retirement account


d. house

76.  A bond is money lent

a. only to a corporation to become part of an owner


b. to a corporation or government for a certain period of time

c. to a corporation or government for 13 to 52 weeks


d. to the government for a certain period of time

.  

77.  Many states with no-fault insurance systems require


a. Wage loss insurance


b. Emergency road service coverage


c. Rental reimbursement coverage


d. Property damage liability

78.  A drawback on paying on credit is having


a. Additional fees

b. Less interest on savings


c. Less money for emergencies


d. Additional delivery charges

79.  Credit card holders are known as convenience users when they 


a. Carry balances beyond the grace period each month


b. Pay off their finance charges each month


c. Pay off their balances each month

d. Carry their smart cards each month

80.  The finance charge on a credit card is calculated using


a. Debt payment to income ratio


b. Annual percentage rate

c. Minimum down payment


d. Annual percentage yield

81.  Banking Service technological advancement came about with all of these except:

a. Information processing

b. Word processing

c. Telecommunication

. 
d. Check sorter processing
82.  What kind of investment offers little diversification?


a. Syndicates


b. Land purchases

c. Hybrid REITs


d. Freddie Macs

83.  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


c. Completing a monthly bank reconciliation


d. Depositing a minimum amount

84.  Which of the following attempts to protect the information that credit bureaus collect?


a. Fair Debt Collection Practices Act


b. Truth in Lending Act


c. Equal Credit Opportunity Act


d. Fair Credit Reporting Act
85.  How should a cardholder begin to correct a mistake on a credit card bill?


a. Stop payment on the creditor’s check


b. Reconcile credit statement


c. Notify the creditor in writing

d. Get a new personal identification number

86.  Which type of interest is tax deductible?

a. Bank loan


b. Home equity loan

c. Credit union loan


d. Credit card loan

87.  Which of the following protects the consumer from abusive debt collection practices?


a. Fair Debt Collection Practices Act


b. Fair Credit Reporting Act 

c. Truth in Lending Act


d. Equal Credit Opportunity Act

88.  The risk management technique that mixes a wide variety of investments in one portfolio is

a. weighted average risk

b. diversity

c. hedging

d. assets
89.  A business transaction occurs each time a business


a. Contacts a client


b. Records a purchase

c. Reports a profit


d. Issues a financial statement

90.  Remote banking can be accessed through which of the following:

a. Teletex

b. Home computers

c. Multifunction work stations

d. All of the above
91.  The following is not true about REIT
a. pays no corporate income tax when they pass a specific percentage to their shareholders

b. manage large commercial real estate projects with predictable income streams

c. specialize in car dealership projects

d. REIF cannot offer predictable income streams 
92.  Life insurance that pays less to the beneficiary as time passes is know as


a. Decreasing term


b. Renewable term


c. Conversion term


d. Multiyear level term
93.  A zero-coupon bond differs from other bonds because


a. It provides no interest payments

b. Interest check goes to the bondholder


c. Anyone with a coup can collect interest


d. Anyone who holds the bond can collect the face value

94.  Which of the following terms is also known as the Effective Annual Rate?
a.  fixed interest rate
b.  annual percentage yield
c.  annual percentage rate
d.  variable interest rate
95.  Excise tax is a tax collected by the federal and state governments on the following goods except:

a. Gasoline

b. Video games 

c. Air travel

d. Cell phone service

96.  Of the following investments, the one with the most predicable income is


a. Gold


b. U.S. saving bonds

c. Commodities


d. Real estate

97.  Which monetary aggregate represents almost 90% of the GDP?

a. M1


b. M2


c. M3


d. M4

98.  Who was sworn in as the Treasury Secretary on February 28, 2013?

a. Barack Obama

b. Ben Bernanke

c. Alan Greenspan

d. Jacob Lew
99.  The interest paid on which type of loan can be a tax write-off when filing a 1040?
a. education loan

b. auto loan

c. debt consolidation

d. personal loan
100.  A proportional tax is sometime called a


a. Equal tax


b. Level tax


c. Equivalent tax


d. Flat tax
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