Personal Finance: Turning Money into Wealth, 8e (Keown)

Chapter 5   Cash or Liquid Asset Management

5.1   Managing Liquid Assets

1) Two advantages of carrying cash are that it's easy to spend and many times you can even recall where you spent it.

2) One way to think of liquid assets is as a reservoir, with money moving in as wages are received and moving out as living expenses are paid.

3) Because liquid assets can be turned into cash quickly and with little loss, they have little risk associated with them and therefore provide a low rate of return for the consumer.

4) Liquid assets allow you to cover unplanned expenses without having to interrupt your long-term investments or liquidate any tangible assets.

5) Keeping your funds in liquid assets is riskier than keeping them in illiquid assets and therefore investors require a higher expected rate of return on liquid assets.

6) How do you compare cash management alternatives to determine which is best for you?

A) Compare returns using comparable interest rates.

B) Take into account their tax status.

C) Consider their safety or risk.

D) All of the above are correct.

7) Cash and investments that can be easily converted into cash are termed

A) capital assets.

B) liquid assets.

C) illiquid assets.

D) depositable assets.

E) None of the above are correct. 

8) Liquid assets or funds are important to

A) cover unplanned expenses.

B) prevent interrupting your long-term investments.

C) prevent overdrafts in checking accounts.

D) cover some planned expenses.

E) All of the above are correct. 

9) According to the Keown book, one way to think of liquid assets is as a(n) 

A) reservoir, with money moving in as wages are received and moving out as living expenses are paid. 

B) apple tree farm: pick money off of the money tree whenever you need it. 

C) garden: plant the seeds and the green is readily available. 

D) wind current: easy come, easy go. 

10) Which of the following characteristics apply to liquid assets?

A) They are characterized by low returns.

B) They involve low risk.

C) The temptation to spend is greater.

D) All of the above are correct. 

11) What is involved with proper cash management?

12) Why are liquid assets important in cash management?

13) What is a risk associated with keeping liquid assets? 

14) Which of the following is not a liquid asset?

A) Checking accounts


B) CDs

C) Credit cards

D) Money market funds

5.2   Automating Savings: Pay Yourself First 

1) It is best for college students to wait and begin saving once they are "making more money." 

2) When you automate your savings you are less likely to spend those dollars because they never become part of the funds in your checking account. 

3) It is wise to wait until you are earning a substantial amount of money before you establish a disciplined financial plan for your future. 

4) When college students start saving early 

A) in an account earning interest, they immediately put their money to work. 

B) by automating their savings, they are less likely to spend money.

C) they can take advantage of the time value of money and achieve their financial goals. 

D) all of the above. 

5) List two ways to pay yourself first. 

6) Pay yourself first refers to 

A) buy that car you've been wanting.

B) put money in a savings account.

C) head out on a exotic vacation.

D) buy the house you've always dreamed of.

5.3   Financial Institutions

1) With online banking, you are able to access your accounts and conduct business transactions through the Internet, your mobile phone, and devices.

2) Nondeposit-type financial institutions are commonly referred to as mutual funds and brokerage firms.

3) The deregulation of the 1980s has allowed brokerage firms to offer traditional banking services, and has also let banks offer services formerly found only at investment companies.

4) Online banking simplifies cash management and budgeting for consumers.

5) Credit unions and Internet-only banks typically offer more attractive interest rates to both borrowers and savers.

6) Brick-and-mortar banks typically offer superior interest rates for borrowers and savers. 

7) What is the name of an investment company that raises funds from investors, pools the money, and invests in stocks or bonds?

A) Stockbrokerage firm

B) Bond brokerage firm

C) Mutual fund firm

D) Securities fund firm

8) Which of the following financial institutions is a not-for-profit organization that is open only to members of that institution and tends to offer more favorable interest rates to borrowers and savers?

A) Savings bank

B) Commercial bank

C) Savings and loan association

D) Credit union

E) None of the above are correct. 

9) Which of the following financial institutions were originally established to provide mortgage loans to depositors?

A) Commercial banks

B) Savings and loan associations

C) Internet banks

D) Credit unions

10) Financial institutions that provide traditional checking and savings accounts are commonly referred to as

A) deposit-type financial institutions.

B) nondeposit-type financial institutions.

C) personal depository institutions.

D) financial brokerage companies.

E) None of the above are correct. 

11) Credit unions and Internet-only banks typically offer

A) more attractive interest rates to both borrowers and savers. 

B) less attractive interest rates to both borrowers and savers.

C) the same interest rates as brick-and-mortar banks. 

D) Both A and C are correct. 

12) Which of the following is an advantage of online and mobile banking?

A) The potential for subpar customer service

B) Accessibility to and management of your accounts

C) Minimal start-up time to establish access

D) Only operational during business hours

13) Online and mobile banking allows you to do the following

A) access your accounts at any time of day.

B) transfer funds between accounts. 

C) pay bills and receive payments online.

D) all of the above.

14) List the common deposit-type financial institutions.

15) Once you have examined a financial institution's service and convenience you will want to ask three questions about their cash management alternatives. What are they?

16) What are the four questions you should answer when looking for a financial institution? 

17) Explain the advantages of credit unions. Are there any disadvantages to them?

18) List five features available through online and mobile banking. 

19) Describe the advantages of online and mobile banking. 

20) Describe the disadvantages of online and mobile banking. 

21) Stockbrokers have not introduced cash management tools basically entering into direct competition with traditional banks.

5.4   Cash Management Alternatives

1) T-bills are extremely safe investments, having been issued by the federal government.

2) The interest rate earned on a money market deposit account is generally higher than the interest earned on a Bank savings account.

3) One of the advantages of T-Bills is that they are exempt from federal taxes but subject to state income taxes.

4) What are short-term notes of debt issued by the federal government commonly called?

A) T-Bills

B) T-Notes

C) T-Bonds

D) T-Accounts

5) What is the name for comprehensive financial services packages offered by brokerage firms?

A) Asset management accounts

B) Comprehensive management accounts

C) Platinum management accounts

D) Consolidated management accounts

6) Money-market mutual funds (MMMFs) provide an alternative to traditional liquid investments offered by financial institutions. What are/is the advantage(s) of an MMMF? 

A) High interest rates

B) Check-writing privileges

C) Minimal risk

D) Convenience—deposits made through payroll deductions

E) All of the above are correct. 

7) A savings alternative that pays a fixed rate of interest while keeping your funds on deposit for a contracted period of time that can range from 30 days to several years is called a

A) demand deposit.

B) negotiable order of withdrawal deposit.

C) term deposit.

D) certificate of deposit.

E) None of the above are correct. 

8) What is another name for an interest-bearing checking account?

A) DIFI

B) IBC

C) NOW

D) CWI

9) Which of the following is not an advantage of a CD as a cash management alternative?

A) CDs have fixed interest rates, which are beneficial if interest rates drop.

B) CDs offer a wide selection of maturities.

C) CDs are insured.

D) CDs offer liquidity.

E) CDs are convenient to purchase.

10) Pick the advantage of a certificates of deposit from this list of possibilities.

A) The interest paid is compounded daily.

B) Early withdrawals after 30 days do not incur a penalty.

C) Interest rates are generally higher than typical savings accounts.

D) They earn the APY and not the APR.

11) Money Market Deposit Accounts enjoy one advantage over savings accounts found in commercial banks. This advantage is

A) a variable rate that is generally higher.

B) lower fees and smaller minimum balances.

C) greater liquidity.

D) unlimited check-writing privileges.

12) NOW accounts offer an option to traditional demand deposits. All of the following are characteristics of NOW accounts except one. Which is it?

A) You must generally maintain high minimum balances.

B) There is a monthly fee associated with them.

C) The interest rate is generally higher than other savings accounts.

D) The interest rate is generally lower than other cash management alternatives.

13) Money market mutual funds provide attractive competition for bank deposits because

A) their low fees are affordable for almost anyone.

B) they are convenient to purchase and use.

C) their short term, higher returns are generally regarded as practically risk-free.

D) they are fully insured.

E) None of the above are correct. 

14) Briefly describe each of the cash management alternatives discussed in this chapter.

15) Another name for an interest bearing checking account is a(n)

A) WOW account.

B) DIY account.

C) NOW account.

D) MMDA account.

16) All of the following are advantages of MMDA's except

A) federally insured.

B) rates below alternatives.

C) earns interest.

D) check-writing privileges.

17) All of the following are advantages of CDs except

A) federally insured.

B) convenient.

C) minimum deposit required.

D) buy through payroll deduction plan.

18) Comprehensive financial services packages that offer checking accounts, debit and credit cards, loans and brokerage services are known as?

A) MMDA's

B) Credit Unions

C) MMMFs

D) Asset management accounts

19) A disadvantage of an MMMF is

A) high interest rates.

B) administrative fees.

C) limited risk.

D) check writing privileges.

5.5   Comparing Cash Management Alternatives

1) A tax free investment will always have a higher after-tax return than a taxable investment.

2) The APY is the APR after taxes.

3) The National Credit Union Association is a federal agency that insures deposits at credit unions.

4) When comparing returns on cash management investment alternatives, it is important to make sure that the rates you compare are all on the same tax basis.

5) The APY can never be the same as the APR.

6) When you are considering different investment options and want to maximize your returns, be sure to compare the investments'

A) quoted rates.

B) APRs.

C) APYs.

D) None of the above

7) The ________ converts interest rates compounded for different periods into comparable annual rates, allowing you to compare interest rates easily.

A) APR

B) APY

C) YTD

D) YAY

8) The Truth in Savings Act of 1993

A) helps investors compare interest rates on investment options.

B) requires that all institutions publish only annually compounded APRs.

C) ensures that all investments are federally insured.

D) All of the above are correct. 

9) You have $5,000 in a 36 month Certificate of Deposit that has an APR of 3.75%. If inflation averages 4.25% during these 36 months, what is the real return on your CD?

A) 3.75 percent 

B) 8.0 percent

C) Negative .50 percent 

D) Negative 8.0 percent

10) You are considering an MMMF. The fund is taxable and pays 8.5% interest. If your top federal tax bracket is 25% and you live in a state that doesn't impose income taxes, what after-tax return would you realize from this investment?

A) 6.38%

B) 2.13%

C) 7.44%

D) 8.25%

11) What is the FDIC?

A) Federal Deposit Insurance Corporation

B) Federal Deposit Insurance Collective

C) Federal Depository Insurance Committee

D) Federal Department of Insurance and Compensation

E) None of the above are correct. 

12) You are examining two different MMMFs. Fund A is tax-exempt and pays 7%. Fund B is taxable and pays 9.5%. You live in a state that imposes no income taxes and you are in the 25% federal tax bracket. Which of these two alternatives is better? 

A) Find A is the better choice. 

B) Fund B is the better choice. 

C) Fund A and Fund B are equal so they both are a wise choice. 

D) Neither Fund A nor Fund B are wise choices. 

13) You are examining two different MMMFs. Fund A is tax-exempt and pays 5%. Fund B is taxable and pays 6%. You live in a state that imposes no income taxes and are in a 28% federal tax bracket. At what tax rate would the two funds have identical yields?

A) 16.67%

B) 17.76%

C) 20.23%

D) 28.00%

E) Cannot determine from the information provided

14) You are considering the purchase of one of two different investments. Investment A is tax exempt and pays 6%. Investment B is taxable and pays 8.33%. You live in a state that imposes no income taxes and are in a 28% federal tax bracket and want to earn the highest after tax return possible. Which of the following is true? (round to two decimal places)

A) Investment A is preferred.

B) Investment B is preferred.

C) Investments A and B have identical after tax yields.

D) Investments A and B have identical APYs.

E) Not enough information has been provided.

15) Why is it important to convert interest rates into the APY on different accounts and with different banks?

A) Some banks and accounts pay higher advertised rates.

B) The same advertised rate will vary with different compounding periods.

C) The Truth in Savings Act of 1993 omits this comparison.

D) With FDIC Banks it is not necessary to convert interest rates for comparison.

16) Please choose the method to use when calculating the after-tax return.

A) Taxable return (1 + marginal tax rate) - nontaxable return

B) Taxable return (marginal tax rate - 1) - nontaxable return 

C) Nontaxable return (1 - marginal tax rate) + taxable return

D) Taxable return =NonTaxable/(1 - marginal tax rate) 

E) Nontaxable return (1 + marginal tax rate) - taxable return

17) What is the importance of the APY?

18) The FDIC and the National Credit Union Association insures accounts up to 

A) $270,000.

B) $250,000.

C) $150,000.

D) $300,000.

5.6   Establishing and Using a Checking Account

1) Your bank may offer a line of credit, a credit card, or a link to your savings account to cover transactions when you overdraw your account.

2) For a consumer who does not have a checking account a prepaid debit card is a means of paying for goods and services. 

3) If you only use your debit card and ATM card and rarely write paper checks, overdraft protection is still a good thing to have.

4) A traveler's check is a personal check that has been certified as being good by the financial institution on which it is drawn.

5) Overdraft protection is an automatic loan made to your checking account whenever your account does not contain enough cash to cover the checks that you have written against it.

6) A money order is typically less liquid than a personal check.

7) When you use your debit card or ATM card, you should enter the transaction into your check register.

8) Many banks offer free checking accounts. What may be the opportunity costs associated with free checking?

A) Low interest rates

B) Overdraft protection

C) High minimum balance requirements

D) Both A and C are correct answers.

9) With online banking and EFT, many people don't really need checks anymore. If you seldom need a paper check for transactions, what option is available to you that may be cheaper than maintaining a checking account?

A) Certified checks

B) Cashiers checks

C) Money orders

D) Both B and C are good options.

10) Suppose that you go to a bank at which you have no account, give the bank cash, and in return obtain a check drawn against that bank which you will use to pay someone else. This is called a 

A) cashier's check.

B) certified check.

C) traveler's check.

D) None of the above are correct. 

11) What is the name for an automatic loan made to your checking account whenever your account does not contain enough cash to cover the checks that you have written against it? 

A) No fee checking coverage

B) Overdraft protection

C) Automatic check coverage (ACC)

D) Draft-free checking

E) None of the above are correct answers. 

12) Which of the following is not a common fee arrangement for checking accounts?

A) Monthly fee

B) Minimum balance requirement 

C) Variable interest rates to reflect fee activity

D) Charge per check

E) Balance-dependent scaled fees

13) Four banking conveniences are listed below. Which one is not typical?

A) Safety deposit boxes

B) Online banking services

C) Direct deposit

D) Overdraft protection

E) All of the above are typical banking conveniences.

14) Brenda White had her bank certify one of her personal checks as being good. Which type of check has been issued?

A) Traveler's check

B) Certified check

C) Cashier's check

D) Money order

E) Audited check

15) Name the three Cs of choosing a financial institution.

16) A check drafted on the financial institution's account is a(n)

A) certified check.

B) traveler's check.

C) bank check.

D) cashier's check.

17) Which one of the following is not a consideration in determining cost of a financial institution?

A) Rates 

B) Fees

C) Location

D) Per-check charges

5.7   Electronic Funds Transfers

1) A debit card is the same thing as a smart card.

2) Virginia Tech's Hokie Passport is an example of a smart card. 

3) A debit card, also known as a memory card, can hold ID information, insurance information, and medical history. 

4) Card-blocking occurs when you use a debit card (or credit card) to check into a hotel or rent a car and the anticipated expenses are blocked–in effect, placing a hold on the money.

5) A store-valued card, only used at one store for one purpose, is known as an "open-loop" card.

6) A debit card is something of a cross between a credit card and a checking account.

7) Electronic funds transfer applies to which of the following?

A) Debit cards

B) Smart cards

C) Direct deposit

D) ATM

E) All of the above are correct answers.

8) When using an ATM, keep in mind that

A) computer errors can occur.

B) it is never safe to deposit cash in an ATM.

C) you should report electronic transaction mistakes to the bank immediately.

D) human problems in handling the transactions can occur.

E) All of the above are correct. 

9) Your bank, First Bank, charges you $1.50 every time you use an ATM that is not owned by them. Unfortunately, there is no First Bank ATM near your school. There is a Second Bank ATM in the Student Center, which you use several times a week to withdraw $10 at a time for lunch, video games, etc. What is the best piece of advice regarding these transactions?

A) They will make it hard to balance your account since these transactions won't show up on your monthly statements.

B) They're OK as long as you enter the transactions in your check register.

C) Avoid them since you are effectively paying 15% interest to access your cash.

D) Make sure you have overdraft protection on your account.

Christopher Garcia
Christopher just received his checking account statement from his bank. He has a NOW account with free checking that pays 0.75% APR on the balance and requires a $500 minimum balance. His statement shows that he currently has a balance of $3,950. In looking at his statement he notices that his car payment check for $400 is still outstanding, and that his recently received payroll deposit of $3,600 had not posted at the time the statement was created. His normal living expenses average $1,500 per month including his car payment. Other than his car loan, he rarely writes any checks as he prefers to use his debit card and ATM card for day-to-day living expenses. He pays his credit card balance in full every month. Other than his checking account he does not own any investments. He has always dreamed of owning a house, and would like to buy one within the next five years. He has access to a 401(k) pension plan at work where his employer will match contributions up to 6% of his salary. He currently contributes 2% of his salary to this plan.

10) After balancing his checking account, what will his current balance be today?

A) $3,950

B) $7,550

C) $3,550

D) $7,150

E) $9,500

11) How is Christopher doing with his cash management?

A) He is doing pretty well since he has a lot of cash in his checking account.

B) He is doing pretty well since he pays his credit cards in full every month.

C) He is not maximizing his returns on his liquid assets.

D) He has a good checking account.

E) All but C are correct answers.

12) What would you recommend to Christopher concerning his cash management?

A) He should set up EFT payments for his auto loan.

B) He should switch his current account to a Money Market Deposit Account.

C) He should give up some liquidity.

D) All the above are correct.

E) All but C are correct.

13) Christopher has not received an Income Tax refund in 4 years. Is there anything you could recommend to him?

A) No, without dependents there is not much he can do now.

B) He should increase his 401(k) contributions to 6% of his salary.

C) He should itemize his deductions.

D) He should change his W-2 form and claim more deductions.

E) All but A are good recommendations.

14) What recommendations would you give Christopher concerning his cash management?

A) Create a budget and set some savings goals.

B) Automate a savings plan using EFT.

C) Set up an account at a mutual fund company.

D) All of the above are good recommendations.

E) All of the above except C are good recommendations.

15) What recommendations would you give Christopher about his goal of buying a house in five years?

A) You don't have enough income to consider buying a house.

B) You need to develop a savings plan.

C) You need to estimate what a down payment would be.

D) You should switch to a Savings and Loan Association.

E) Both B and C are good answers.

16) Christopher would like to have $20,000 for a house down payment seven years from now. How much money would he need to save every quarter in an investment that pays 9% APR compounded quarterly?

A) $2,173.81

B) $171.78

C) $520.51

D) $509.05

John and Maile Johnson
The Johnson family is very conservative financially. They have a retirement plan where John works and share a joint checking account at their bank. They keep a lot of money in their checking account to cover short-term needs and emergencies. Both of them want to step up to a higher interest rate than a checking or savings account pays, and at the same time stay with their bank.

17) What would be your suggestion for the next account John and Maile should open?

A) Series EE bonds

B) Certificates of deposit

C) Money market deposit account

D) Money market mutual funds

E) Both B and C 

18) Which of the following is not an advantage of a CD as a cash management alternative for John and Maile?

A) High interest rate

B) Fixed rate of interest

C) It is insured.

D) Pays money market interest rates

E) Lends itself well to automated payroll deduction plan

19) For John and Maile, money market deposit accounts may offer some advantages. Select the one or ones below that would be the most valuable to John and Maile.

A) They are insured.

B) They may have limited checking privileges.

C) They have relatively attractive rates of return.

D) They have variable market interest rates.

E) All of the above are advantages. 

20) What financial principle do they need to understand better?

A) The time value of money

B) Taxes affect personal finance decisions.

C) Risk and return go hand in hand.

D) All of the above are important to their situation.

21) The Johnsons have been thinking about the financial principle - Pay Yourself First. Being very conservative, they might consider having their bank

A) sell them a risky mutual fund.

B) send them a monthly reminder to make a deposit in their 401(k).

C) do a direct deposit of John's paycheck into their checking account.

D) do a direct deposit of some of John's paycheck into a savings fund.

22) Is EFT always a good thing? List some potential problems with EFT.

23) List three cash management resources that are used to electronically transfer money.

24) Explain the two types of gift, or stored value, cards. 

25) List one advantage to paying bills automatically.

26) What are some tips to help you start managing your cash and achieving financial control?
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Chapter 6   Using Credit Cards: The Role of Open Credit

6.1   A First Look at Credit Cards and Open Credit

1) Taking a cash advance on your credit card for daily living expenses may not be a wise financial decision because interest begins on the cash advance balance amount immediately.

2) Using your credit cards for cash advances is a relatively cheap way to borrow money because you usually do not start paying interest until the next billing period.

3) Cash advances generally require an upfront fee of 4 to 6 percent of the amount advanced.

4) Changes to credit card policies and rates are usually announced via "bill addendums," which are notices enclosed with your bill.

5) Late library fines and unpaid parking tickets can hurt your credit score.

6) One of the unpleasant secrets of using your credit card for a cash advance is that the APR on the cash advance is typically lower than the APR for normal purchases.

7) Most credit cards offer a 31- to 35-day grace period from the date of the bill to make payments.

8) According to the Bankcard Holders Association of America, about 95 percent of all bank card issuers use the adjusted balance method.

9) The average daily balance method calculates interest payments based on the ending balance of the previous period.

10) Due to compounding frequency, the actual interest rate or APY you pay is higher than the advertised interest rate or APR.

11) For the average consumer there is usually a set limit on open or revolving credit accounts.

12) Credit purchases made for personal needs like home mortgages or car loans are referred to as revolving credit.

13) Financially savvy people take advantage of the grace period on major purchases and pay the balance off in full; thus avoiding finance charges.

14) There is no cash advance fee when you use your credit card at an ATM machine.

15) Over 70% of the 25 biggest credit card issuers do not charge annual fees.

16) The use of credit involves receiving cash, goods, or services with an obligation to pay later. Which statement is not an opening line to the use of credit in a shopper's language?

A) "Charge it." 

B) "Put it on my account." 

C) "Put it on my debit."

D) "I'll pay for it with plastic."

17) The main factor that determines the cost of a line of credit is the ________, which is also considered the true simple interest rate paid over the life of the loan.

A) annual merchant rate (AMR)

B) teaser rate 

C) annual percentage rate (APR)

D) penalty rate 

18) Most credit cards have a ________ grace period from the date of the bill to make payments.

A) 1- to 15-day 

B) 5- to 20-day

C) 21 to 25-day

D) 31- to 35-day

19) Typically, an annual fee charge ranges from $10 to $100, but the American Express Centurion Card charges a ________ annual fee–and there's also a ________ initiation fee for the first year.

A) $0; $0

B) $25; $75

C) $250; $750

D) $2,500; $7,500

20) The ________ is the percentage of the credit card sale that the retailer owes to the credit card company. 

A) retailer credit acceptance fee

B) card usage allowance

C) merchant's discount fee

D) franchise fee

21) According to the Bankcard Holders Association of America, about 95 percent of all bank card issuers use the

A) adjusted balance method.

B) previous balance method.

C) average daily balance method.

D) daily double balance method.

22) Typically, the credit card issuer allows you a grace period, which means

A) you do not have to make a payment during the current month.

B) you are not charged any interest during this grace period.

C) you must pay your balance off in full to benefit from the grace period.

D) interest charges are reduced during this time.

E) both B and C apply.

23) Which of the following apply to getting a cash advance with a credit card?

A) Cash advances are available at ATM machines.

B) You begin paying interest immediately.

C) There may be a cash advance fee.

D) The interest rate may be higher than on regular purchases.

E) All of the above

24) Which method sums the outstanding balances owed each day during the billing period and divides by the number of days in the period?

A) Average daily balance

B) Previous balance

C) Adjusted balance

D) Balance calculation method

E) Simple interest

25) On October 1st Joe charged $900 to his credit card, on October 10th he charged another $1,300 to his credit card, and on October 15th he charged an additional $100. His credit card charges him an Annual Percentage Rate (APR) of 18% compounded monthly. Using the Average Daily Balance Method calculate Joe's finance charge for the month of October.

A) $7.12

B) $28.16

C) $212.36

D) $523.14

E) None of the above are correct answers.

26) Credit cards are a form of ________ credit.

A) close ended

B) revolving

C) installment

D) service 

27) Jessica always thought the grace-period feature of her credit card was a wonderful idea because her charges were interest-free during the grace period. After taking Dr. Art Keown's personal finance course, she learned this startling truth about grace periods.

A) Grace periods are actually beneficial to the credit card company.

B) There are higher fees associated with grace periods.

C) Most banks eliminate their grace period on new purchases if you don't pay your balance in full.

D) All credit cards carry a grace period.

28) The Truth In Lending Act requires that all consumer credit agreements disclose the ________ in bold print?

A) Effective Annual Rate (EAR)

B) Annual Percentage Rate (APR)

C) Monthly Stated Rate (MSR)

D) Nominal Interest Rate (NIR)

29) When you use a credit card at a store, the store is generally charged a fee ranging from 1.5% to 5%. What is this fee called?

A) Merchant discount fee

B) Merchant back-end charge

C) Merchant rate

D) Discount rate

30) Changes to your credit card policies and rates are usually announced via "________"; which are notices enclosed with your bill. 

A) bill addendums 

B) policy wards

C) bill stuffers

D) regal notices

31) Assuming the APR on your credit card is 18% and your average daily balance this month was $10,000, what will your interest or finance charges for the month be?

A) $180

B) $60

C) $150

D) $1.50

32) Assuming the APR on your credit card is 24 percent and your average daily balance this month was $8,000, what will your interest or finance charges for the month be?

A) $1.92

B) $240

C) $192

D) $160

33) More than ________ of the 25 biggest credit card issuers do not charge annual fees.

A) 30 percent

B) 50 percent

C) 70 percent

D) 90 percent

34) One of the unpleasant secrets about using your credit card for a cash advance is that

A) there is usually a 6 to 8 percent upfront fee on the amount.

B) the APR on the cash advance is typically lower than the APR for normal purchases.

C) payments do not apply to cash advance balances unless the balance for regular credit purchases is zero.

D) All but B apply to cash advances.

35) The ________ is the interest rate you pay on your balance if you don't make your minimum payments on time.

A) penalty rate

B) late rate

C) cash advance rate

D) over-the-limit rate

36) In an emergency, you used your credit card for a $500 cash advance. You just received your statement and your total balance due is $1,859, and the cash advance was the most recent charge. You want to be sure to pay for the cash advance so you send in a payment of $700. Your credit card has an APR of 12 percent. How much of your payment will apply to the cash-advance balance?

A) Because it was the most recent charge, $500 of the payment will apply to the cash-advance balance.

B) It doesn't make any difference because the $1,859 balance includes the cash advance, the $700 payment will lower your total balance regardless, so the amount applied to the cash-advance balance is irrelevant.

C) There isn't enough information to answer the question, because the answer depends on the cash advance's interest rate.

D) None of the above 

37) Michael has a credit limit and a balance of $3,000 on his Visa card. His car broke down, he charged the $500 repairs to his Visa which he knows put him over his credit limit for the month. His payment is due on the 20th so he made sure that he had his $750 payment to the post office on the 20th. Most likely, what penalties or fees, if any, will he incur?

A) Only the penalty APR, depending on his credit card company.

B) Only the over-the-limit fee.

C) Only the late fee, since his payment will lower his balance below his credit limit.

D) He will likely incur the penalty APR, as well as an over-the-limit fee and a late fee—because VISA has to receive his payment in its office by the 20th, not have it postmarked by the 20th. 

E) None of the above choices accurately describes the situation.

38) Sometimes retailers will give you up to a 5% discount if you pay cash for their products instead of using your credit card. Why?

A) It is just good customer service, especially for repeat customers.

B) They are getting close to their monthly charge limit and don't want to go over it.

C) They are saving on the merchants discount fee so they pass the savings on to you.

D) Its much less paper work to process cash transactions.

Bradley Clemons

Bradley currently has a Visa card from his bank with the following terms: 21 percent on purchases, 25 percent on cash advances with a 3 percent cash-advance fee on the amount, and a default or penalty rate of 33 percent. His current statement shows a balance of $9,000. Lately, he has been having a hard time paying more than the minimum payment of 3 percent of his balance.

39) What is Bradley's minimum payment? 

A) $158

B) $189

C) $270

D) $1,890

40) What is the current APY on this credit card if it is compounded monthly?

A) 21 percent

B) 22.99 percent

C) 23.14 percent

D) 24 percent

41) What is the APY on Bradley's default, or penalty, rate if it is compounded monthly?

A) 33 percent

B) 33.50 percent

C) 38.48 percent

D) 42.96 percent

42) If Bradley buys a new game console for $560 this month and sends in a credit card payment of $950 when he gets his statement, how much interest will he pay on the game console for the month?

A) 21 percent 

B) 1.75 percent

C) 3 percent 

D) None, since he paid for the game console in full during the grace period.

Monty Head
Monty currently has a Visa card from his bank with the following terms: 18% on purchases, 24% on cash advances with a 4% cash advance fee on the amount, and a default or penalty rate of 36%. His current statement shows a balance of $6,000. So far he has only taken one cash advance, withdrawing $1,000 from a casino in Las Vegas a year ago, which he has already paid off. Lately he has been having a hard time paying more than the minimum payment of 4% of his balance. The only assets he owns are a seven-year-old car and a $2,500 certificate of deposit that has a 5% APR.

43) What will be Monty's minimum payment due? 

A) $90

B) $20

C) $240

D) $1,080

E) None of the above

44) What is the current APY on this credit card if it is compounded monthly?

A) 18%

B) 18.66%

C) 18.99%

D) 19.56%

E) None of the above

45) What is the APY on Monty's default or penalty rate if it is compounded monthly?

A) 36%

B) 36.99%

C) 42.58%

D) 48.66%

46) If Monty buys a new television for $800 this month and sends in a credit card payment of $1,200 when he gets his statement, how much interest will he pay on the television for the month?

A) 18%

B) 1.5%

C) None, since he paid for the television in full during the grace period.

D) None of the above answers is correct.

47) Using the Adjusted Balance Method: If Monty sends in a payment for $1,000, how much will the finance charge be on his remaining balance? (Use the $6,000 balance for your calculations.)

A) $75

B) $90

C) $110

D) There is not enough information to solve this question. 

48) It is now three months later and Monty has missed two payments in a row and he is now paying the default or penalty rate on his balance. How much interest per month will Monty be accruing on his unpaid balance?

A) 18%

B) 1.5%

C) 36%

D) 3%

49) What advice would you give to Monty concerning his use of credit cards?

A) Learn to live within your means.

B) Learn the difference between a want and a need—gambling in Vegas is not a need.

C) Seek out a non-profit credit counseling company.

D) All of the above

50) When you withdraw cash from an ATM using your credit card

A) you begin paying interest immediately.

B) you are not charged any interest until after the date the payment is due.

C) the interest fee is lower than that for purchases.

D) you're using a relatively inexpensive way to borrow money.

51) Teaser rates are very low. How long do they last? Is there any real benefit in them?

52) Compare and contrast the average, previous, and adjusted balance methods. 

53) List the three primary methods used to determine interest charges on an unpaid credit card balance. 

54) Describe the three primary methods used to determine interest charges on an unpaid credit card balance. 

55) Using your credit card for a cash advance in an emergency is probably a good idea. Using cash advances for non-emergencies is a terrible idea. Explain the characteristics that make cash advances very dangerous.

56) In 2017 the average APR on standard variable-rate credit cards was

A) 17.2%.

B) 15.5%.

C) 16.0%.

D) 19.0%.

57) ________% of Americans age 25-34 carry a balance on their credit cards.

A) 50

B) 69

C) 25

D) 71

58) Most grace periods are

A) 7-10 days.

B) 21-25 days.

C) 14-21 days.

D) 30 days.

59) If you carry a balance on your card and have an 18.5% APR compounded monthly, your actual rate will be

A) 19.5%.

B) 18.5%.

C) 20.15%.

D) 22.25%.

60) If you credit card APR is 20% compounded monthly and you carry a balance your effective rate will be

A) 22.74%.

B) 21.25%.

C) 24.27%.

D) 21.94%.

6.2   The Pros and Cons of Credit Cards

1) Your credit card company is required to send you a notice 45 days before they can increase your interest rate, change certain fees (such as annual fees, cash-advance fees, and late fees), or make other significant changes to the terms of your card.

2) The Credit Card Accountability, Responsibility, and Disclosure (CARD) Act established fee caps for cards. Card fees cannot total more than ________ of the initial credit limit.

A) 25 percent 

B) 40 percent 

C) 45 percent

D) 60 percent

3) Which of the following is an advantage of credit cards?

A) They make it easy to lose control of spending.

B) In general they are an expensive way to borrow money.

C) They allow the consumer the ability to rent cars and make online reservations.

D) Using them means you will have less spendable money in the future.

4) Your credit card company cannot increase your rate for the first 12 months after you open an account unless

A) your card has a fixed interest rate tied to an index and the index goes down.

B) your card's introductory rate expires and your rate reverts to the "go-to" rate the company disclosed when you got the card.

C) you are more than 15 days late in paying your bill.

D) all of the above.

5) Which of the following is a disadvantage of credit cards?

A) Allows for consumption before the purchase is fully paid for

B) Emergency use

C) Allows for online shopping

D) The finance charge that accrues on the account if not paid off in full each month

6) Research has determined that undergraduate college students tend to behave in similar manners with regards to their credit card usage. As noted in Chapter 6, which of the following behaviors are indicative of undergraduate students' credit card behaviors?

A) Their parents do not frequently pay their credit card balances for them. 

B) They make more than their minimum payment each month but still tend to carry a balance on their cards. 

C) They pay off all of their cards in full each month. 

D) They make more than the required minimum payment on 90% of all other cards each month.

7) List the five benefits or advantages associated with credit cards. What are the two major disadvantages?

8) List five components of the Credit Card Accountability, Responsibility, and Disclosure (CARD) Act. 

6.3   Choosing a Source of Open Credit

1) A convenience user of credit cards is someone who pays off the credit card balance each month.

2) Most credit users are more interested in free benefits than low APRs. 

3) A single-purpose card is a credit card that can be used only at a specific company.

4) A secured credit card is a good tool to help establish credit.

5) Only Prestige or Premium credit cards offer a grace period.

6) Crystal tried to use her Macy's credit card at Target but was unsuccessful because her Macy's credit card is a single-purpose card and can only be used at Macy's.

7) Angela tried to use her Macy's credit card at Target but was unsuccessful because Target only accepts Target credit cards.

8) A convenience user doesn't really care what the APY is on their credit cards.

9) To a credit user, the perks and benefits are the most important determinant when choosing a credit card.

10) For the convenience credit card user the interest rate is

A) irresistible.

B) irrelevant.

C) irregular.

D) intimidating.

11) Which of the following are important to convenience users of credit cards?

A) Low annual fee

B) Interest-free grace period

C) Card benefits and perks

D) Only A and B 

E) All of the above

12) The choice of a credit card is a matter of personal credit card philosophy. If you are a credit user, the most important decision factor is the card's

A) length of grace period.

B) annual fee.

C) APR on the unpaid balance.

D) minimum payment.

E) late payment fee.

13) A(n) ________ card is a credit card that does not offer revolving credit and requires full payment of the balance at the end of each month.

A) T&E

B) premium

C) affinity

D) traditional charge account

E) single-purpose

14) Which of the following is not a single-purpose credit card?

A) Shell Oil

B) Wells Fargo Visa

C) Toys R Us

D) Target

E) Macy's

15) What is the main distinguishing feature(s) for T&E cards?

A) They do not offer revolving credit.

B) The full balance must be paid each month.

C) There is no annual fee.

D) Both A and B above

E) Both A and C above

16) Credit cards issued in conjunction with particular charities or organizations, like the Sierra Club or the Humane Society, that send a portion of their annual fee or percentage of their purchases back to the sponsoring organization are known as

A) premium cards.

B) prestige cards.

C) affinity cards.

D) secured credit cards.

17) What type of a credit card is issued in partnership with a specific charity or organization, such as Mothers Against Drunk Driving (MADD), the National Rifle Association (NRA), or a college or university? 

A) Prestige card

B) Affinity card

C) Travel and entertainment card

D) Social responsibility card

18) The major differences between a premium prestige card and a regular credit card include

A) higher interest rates.

B) higher credit limits.

C) additional perks and benefits.

D) both A and B above

E) both B and C above

19) Which of the following statements is most correct regarding a secured credit card?

A) It is a valuable form of credit insurance — you are protected against loss if the card is lost or stolen.

B) It is useful to someone who has bad credit or no credit established yet.

C) It provides a higher level of user security, using technology to prevent illegal use.

D) Compared to non-secured credit cards, it always carries a much lower rate of interest.

Jerome Hanesworth
Jerome has three major credit cards and makes payments on them each month. He has had one of them for six years, another for three years, and the last for eleven months. Making just the minimum payment has become automatic at this point, and Jerome barely even looks at the statements. Jerome is beginning to think that his approach to credit may be faulty, and he wants to find out how to adjust it. He just applied for two additional credit cards.

20) Jerome would be considered a

A) credit user.

B) convenience user.

C) combination credit and convenience user.

D) T&E card user.

21) Based on his credit card usage, which of the following aspects of a credit card should be most important to Jerome?

A) The APR on the unpaid balance

B) A low annual fee

C) Perks and benefits, like frequent flier miles

D) None of the above are important to Jerome. 

22) Most likely, Jerome is

A) unaware of how much of his payments go toward interest.

B) not getting the benefits of a grace period.

C) obligating his future income.

D) All of the above are correct. 

23) What advice might you give to Jerome?

A) Keep making timely, minimum payments.

B) Get a cash advance to pay down the balances on the cards.

C) Consider using savings to pay off current credit card debt.

D) All of this advice would be helpful to Jerome.

24) List the three types of credit card users. 

25) Briefly describe the three credit card users. 

26) An Affinity card

A) has the ability to be "liked" on social media.

B) is issued in conjunction with specific organization or charity.

C) is the card you use the most.

D) is issued by Affinity Bank and Trust.

27) If you are a credit user the most important factor in choosing a credit card should be

A) annual fee.

B) issuing bank's location.

C) credit limit.

D) APR.

28) If you are a convenience user an important factor in choosing a credit card should be

A) interest -free grace period.

B) issuing bank's location.

C) credit limit.

D) APR.

29) One factor a convenience user might be interested in is

A) APR.

B) frequent flier miles.

C) issuing bank's location.

D) compounding interest schedule.

6.4   Getting a Credit Card

1) Credit card companies send out a whopping 6 billion credit card offers annually–roughly 60 offers per U.S. household!

2) Credit card issuers are free to set up shop near large university campuses and offer free gifts–anything from free or discounted flights to free Frisbees. 

3) Everyone who accessed your credit report within the last seven years appears in an "inquiry" list that appears on your credit report.

4) According to a Nellie Mae study, 93 percent of graduate students would have liked more information on financial management topics before they started school and would like financial management education made available to them now.

5) One of the more important factors in determining your credit score is the length of your credit history.

6) It is against the law for your potential employer to use your credit score for employment considerations.

7) Your credit score may affect how much you pay for health insurance.

8) A credit bureau is a private organization that maintains credit information on individuals, which it allows subscribers to access for a fee.

9) Getting a credit card while a college student is an excellent idea because

A) it helps you learn about credit.

B) you can shop online and make reservations.

C) it works well for emergencies.

D) when used correctly it allows you to build up a solid credit history.

E) all of the above.

10) One of the following lists constitutes the five Cs of credit. Select the correct one.

A) Character, capacity, capital, collateral, characteristics

B) Character, capacity, capital, collateral, co-insurance

C) Character, capacity, capital, collateral, careful

D) Character, capacity, capital, collateral, conditions

E) Character, capacity, capital, collateral, credence

11) A company that gathers and sells consumers' financial history to creditors is a

A) credit card company.

B) credit bureau.

C) credit investigation bureau.

D) credit recovery firm.

E) credit issuance firm.

12) ________ is not information generally found in your credit report.

A) Employment information

B) Personal credit history

C) College attended, grades, etc.

D) Your public financial history

E) Past inquiries regarding your credit report

13) By law you have certain rights in connection with the credit bureau. They are

A) the right to view your personal credit report.

B) the right to point out errors found in your file.

C) the right to request the credit bureau to correct mistakes in your file.

D) the right to file a statement presenting your view of a disputed issue.

E) all of the above.

14) Your credit score affects

A) the rate you pay on your credit cards.

B) the size of your credit line.

C) your mortgage rate.

D) the amount of junk mail offering additional credit cards that you receive.

E) All of the above are correct answers. 

15) Credit scoring is

A) quite expensive for the lender.

B) not a flawless method of determining creditworthiness.

C) an inefficient but necessary process.

D) all of the above.

16) A low FICO score 

A) is a good credit score.

B) can cost you quite a bit when you get a mortgage loan.

C) may result in a credit card rate half the rate of that paid by those with a high FICO score.

D) is the only factor the lender considers when determining whether to give you credit.

17) The process of mathematically evaluating your creditworthiness to obtain credit is called

A) credit scoring.

B) credit evaluation.

C) credit references.

D) credit history.

E) credit statistics.

18) Which of the five Cs of credit would your actual home be in relation to your mortgage?

A) Character

B) Capacity

C) Collateral

D) Capital

E) Conditions

19) Roxanne has always maintained an excellent credit rating over the years. She has an annual income of $23,000, has lived at her current residence three years, and has worked at the same job for eight years. Susan works in a clerical position, has two credit cards and maintains two bank accounts. Which one of the following items of evaluation would Roxanne score the highest on?

A) Employment history

B) Annual income

C) Length of residence

D) All of the above are correct answers. 

20) What rights would a college friend of yours have whose credit card application was denied?

A) The right to view her credit report

B) The right to have the file be accurate

C) The right to point out errors in her file

D) The right to request mistakes in the file be corrected

E) All of the above are correct answers. 

21) Which of the following is not a typical potential problem that can occur in a credit bureau file?

A) You may be mixed up with someone else with a similar name.

B) Accounts may be listed as still open that are actually closed.

C) Accounts may be listed that you never had.

D) The wrong credit bureau handles your case.

E) A creditor may fail to report a payment or payments.

22) Cedrick's credit card was stolen, and he did not realize that it was stolen until he received his most recent billing statement. He contacted the credit card company immediately after he read his statement. Fraudulent charges were as follows: $250 for a Blue-ray player, $600 for a new set of tires, $200 cash withdrawal, and $40 in interest charges on the above items. He did not carry credit card insurance. How much is Cedrick's potential maximum liability?

A) $40.00 

B) $50.00

C) $850.00

D) $1,050.00

E) $1,090.00

23) The lowest FICO a consumer can achieve is

A) 250.

B) 300.

C) 400.

D) 505.

24) Consider the "Five Cs of Credit." The category that considers the size of your investment holding or portfolio is

A) collateral.

B) capital.

C) capacity.

D) character.

E) none of the above.

25) Consider the "Five Cs of Credit." The category that considers your current income level and current borrowing level is

A) collateral.

B) capital.

C) capacity.

D) character.

E) none of the above.

26) Which of the following regarding credit application analysis is incorrect?

A) Bankruptcy remains a mark against you for a period of ten years after it occurs.

B) Credit card issuers normally assign a minimal acceptable credit cutoff score.

C) Lenders may not discriminate on the basis of age.

D) You are entitled to one free copy of your credit report each year from the three major credit bureaus.

E) None of the above statements is incorrect; all of the above are true statements.

27) How long do you have to begin an investigation into a billing problem under the Fair Credit Billing Act?

A) 15 days

B) 20 days

C) 30 days

D) 60 days

28) Credit card insurance is usually unnecessary since your liability on credit card losses is limited by law to

A) $ 0.

B) $50.

C) $100.

D) $500.

29) Mary is 38 years old and many of her friends have gotten into trouble using their credit cards to buy things they can't afford. She feels lucky that her grandmother told her that credit is dangerous and that she should always pay cash for everything. So far, Mary has never had credit in her name and even paid cash for her car. From a personal finance perspective, what advice would you give to Mary?

A) Nothing, it looks like we all could take advice from her!

B) Make sure that you keep a lot of money in liquid investments in case of an emergency.

C) It's great that you don't owe any money, but you really need to establish credit in your name so you will have it if you need it in the future.

D) You might want to talk with your insurance agent because having no credit history is probably causing you to pay higher rates for your insurance.

E) Both C and D would be good advice for Mary.

30) One of the five C's of credit is capacity. Most likely, what information would potential creditors consider in evaluating your capacity?

A) Your marital status

B) Your age

C) Your leverage ratios

D) Your liquidity ratios

E) Both C and D are correct answers.

31) Angela noticed a list of creditors at the bottom of her credit report. Some of the inquiries were voluntary and some were involuntary. What is the difference between the two? 

A) Voluntary inquiries are due to your own credit requests; while involuntary inquiries are typically by creditors who seek to offer you a preapproved credit offer. 

B) Involuntary inquiries are due to your own credit requests; while voluntary inquiries are typically by creditors who seek to offer you a preapproved credit offer. 

32) The CARD Act of 2009 toned down the actions of credit card issuers by

A) banning the issuance of credit cards to persons under 18, unless the borrower can show proof that he or she can repay the credit card loans independently. 

B) banning credit card issuers from locating themselves "near campus" (defined as within 50 feet).

C) banning the issuance of credit cards to persons under 18, unless someone over 25 co-signs on the account.

D) banning offers of freebies such as free pizza and T-shirts. 

33) According to the Keown book, the national average FICO score is around

A) 650.

B) 700.

C) 759.

D) 777.

34) According to a Nellie Mae study, ________ of graduate students would have liked more information on financial management topics before they started school and would like financial management education made available to them now.

A) 33 percent 

B) 53 percent 

C) 73 percent 

D) 93 percent 

35) ________ occurs when someone, without your knowledge or consent, uses your name, address, Social Security number, bank or credit card account number, or other identifying information to commit fraud or other crimes.

A) Phishing

B) Dumpster diving 

C) Identity theft 

D) Data breach

36) The ________ provides a single location for financial protection and oversight–and its mandate is to help consumers make better decisions.

A) Center For the People Bureau (CFPB)

B) Consortium of Fiscal Protection Bureau (CFPB)

C) Consumer Financial Protection Bureau (CFPB)

D) Consumer Fiscal Protocol Bureau (CFPB)

37) The Consumer Financial Protection Bureau was created with the oversight authority necessary to ensure that

A) consumer financial markets work. 

B) the prices and risks for credit products and other consumer financial services are easy to understand.

C) the prices and risks for mortgages, credit cards, and other kinds of financial products and services are clear. 

D) all of the above. 

38) Josh was sued by his former business partner. He lost the case and has to pay his former partner $10,000. He has not yet done so and is refusing to do so. Josh is applying for a mortgage for a new home. Should he be worried about the lawsuit impacting his mortgage application? 

A) No, this kind of information is not contained on one's credit report. 

B) Absolutely, this kind of information is contained on one's credit report. 

39) Leon is 28 years old and pays cash for everything he buys. He has never had credit in his name and never missed or been late on any bills he has ever had. He recently went online to check what his credit score was. Where do you think his credit score would be?

A) over 800

B) between 700 and 799

C) between 600 and 699

D) None of the above

40) Nico likes to go shopping. Every time he goes to a new store, he fills out an application for a store credit card so that he can get a 20 percent discount on his purchases that day. Yesterday, when he was trying to buy a new car, the dealer turned down his credit request. Nico can't understand why, because he thought he had good credit. If you looked at his credit report, what is the most likely reason he was denied credit?

A) Nine years ago, a lender referred his debt to a collection agency. 

B) He has only worked for his current employer for nine months.

C) He has too many recent inquiries on his credit report.

D) There is not enough information available to answer this question.

41) Tawnya currently has six bank credit cards, five retailer credit cards, and a T&E card left over from when she was in sales. She wants to make sure her credit score is as high as it can be. What advice would you give her to improve her credit score?

A) Transfer all of her balances to the card with the lowest APR.

B) Increase the credit limit on her bank cards.

C) Cancel eight of the newest cards she has, keep at least one bank card.

D) None of the above

42) The Fair and Accurate Credit Transactions Act (FACT) allows everyone to a free copy of their credit report every year. Why is it a good idea to check your credit report every year?

A) To make sure that there are no errors on it

B) To make sure that someone has not stolen your identity

C) To challenge any unauthorized entries

D) All of the above are good reasons.

Susan Harris
Susan has always maintained an excellent credit rating over the years. She has an annual income of $63,000, has lived at her current residence thirteen years, and has worked at the same job for eight years. Susan works in a clerical position, has two credit cards and maintains two bank accounts. Susan is very conservative and has all of her savings ($12,000) in a NOW account at her local bank. One of her credit cards has a balance of $550 and has an APR of 23%. Susan has been making monthly minimum payments on the credit card. Out of curiosity she would like to know how her credit card companies judge her creditworthiness and what she can do to improve her financial situation. 

43) Which one of the following items of evaluation would Susan score the highest on?

A) Employment history

B) Annual income

C) Length of residence

D) None of the above

44) What should Susan do in regards to her credit card balance?

A) She should continue to make minimum monthly payments.

B) She should pay half of the balance this month and the remaining balance next month.

C) She should take out a small loan to pay off the credit card.

D) She should use some of her savings to pay off the balance in full immediately.

45) Susan was considering obtaining a new credit card but was told that too many applications for credit can cause one's FICO score to decrease?

46) Susan has never seen a copy of her credit report. Which of the following is not a credit bureau?

A) Experian

B) TransUnion

C) Equifax

D) Equitax

47) Susan is not married and a female. Which of the following Consumer Credit Laws prohibits credit discrimination on the basis of her status? 

A) The Truth in Lending Act

B) The Fair Debt Collections Practices Act

C) The Equal Opportunity Act

D) The Fair Billing Act

48) List four ways to avoid credit card fraud.

49) What vital areas are typically evaluated in "scoring"? 

50) What is the difference between voluntary and involuntary inquires? 

51) What four steps should you take if you think your identity has been stolen? 

52) Describe four ways to prevent identity theft. 

53) Your credit score is possibly the most important number that affects your life. How does your credit score affect you?

54) Why is it important for young people to establish a good credit history as soon as possible?

55) Which of the following is NOT one of the five C's of credit?

A) Capacity

B) Capital

C) Credit

D) Character

56) A Credit Bureau

A) contains information on your personal lifestyle.

B) makes decisions about issuing credit.

C) does not assign a score.

D) contains information regarding your financial situation and dealings.

57) The dominate credit score is 

A) VantageScore.

B) Experian.

C) FICO.

D) TransUnion.

58) Which of the following is NOT a credit bureau?

A) VantageScore

B) Equifax

C) TransUnion

D) Experian

59) If you have a 750 credit score and can obtain a 4.053%APR you would pay $________ than someone with a 650 score and a 4.874% APR on a $300,000 30 year fixed mortgage?

A) $174 less

B) $146 less

C) $174 more

D) $146 more

60) Which of the following is the largest factor in determining credit?

A) Types of credit used

B) Amount owed

C) Payment history

D) New Credit

6.5   Controlling and Managing Your Credit Cards and Open Credit

1) Non-profit Credit Counselors should be avoided due to their high fees.

2) People with high credit card balances still need to invest money on a regular basis.

3) Only a Credit Repair company can remove inaccurate data from your credit report.

4) Wally currently has a balance of $14,500 on his credit cards and he is having a hard time making the minimum payments on them. He has missed several payments and is now paying the default APR of 29.99%. He and his wife own a nice home with $40,000 in equity. They have $7,500 in a certificate of deposit with a 4% APR. He has come to you in tears asking for advice. What would you tell him to do?

A) Seek out a non-profit credit counseling company.

B) Cash out his CD and pay down his credit cards.

C) Become a convenience user, and maintain just one credit card.

D) Take out an equity loan on the house.

E) All of the above

5) Having completed a personal finance class, you are now ready to give some advice to your free-spending friends. Which one is unwise?

A) Reduce the credit card balance.

B) Resolve any billing errors.

C) Quit using credit cards altogether.

D) Look for trouble signs in credit card spending.

E) Control your spending through discipline.

6) Which of the following is the best strategy for controlling and managing your credit cards and open debt?

A) Reduce your balance.

B) Resolve billing errors.

C) Protect against fraud.

D) Look for trouble signs in credit card spending.

E) All are good strategies.

7) When you find you cannot pay your credit card bills you must take action! Which option is advisable? 

A) Adjust your budget to allow for more money to pay for the cards.

B) Change to a less expensive credit card or cards.

C) Use a secured loan or home equity loan to get a lower interest rate to pay the cards off.

D) Use savings to pay off some or all of current credit card debt.

E) All of the above

8) What can you do if you cannot pay your credit card bills?

9) List five signs that you have the credit card habit.

10) A 2016 TD Ameritrade survey found what percent of respondents said that credit card debt would make them less likely to date someone?

A) 22

B) 12

C) 44

D) 33
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