
9 Investing 

QUESTION 1 

How can investors receive compounding returns? 

1. By selecting a savings account that has a higher interest rate 

2. By investing their earnings back into their original investment 

3. By transferring their earnings into a high-risk investment 

4. By diversifying their investment portfolio 

QUESTION 2 

Diversification is important in investing because… 

1. It helps you to balance your risk across different types of investments. 

2. It increases your overall risk, which guarantees that you will make more money. 

3. It ensures that you only make low-risk investments. 

4. It helps you gain the highest rate of return despite any risks. 

QUESTION 3 

Which of the following correctly orders the investments from LOWER risk to HIGHER risk? 

1. Treasury bond − Stock − Diversified mutual fund 

2. Stock − Treasury bond − Diversified mutual fund 

3. Treasury bond − Diversified mutual fund – Stock 

4. Diversified mutual fund − Treasury bond − Stock 

 

QUESTION 4 

Which of the following is generally true about 401(k) and 403(b) retirement plans? 

1. They are plans offered through employers. 

2. They offer some tax benefits. 

3. They restrict when you can withdraw your money. 

4. All of the above 

QUESTION 5 

What is the primary reason to issue stock? 

1. To help investors earn a higher rate of return 

2. To raise money to grow the company 

3. To distribute the risk of bankruptcy across more investors 

4. To increase investor awareness of the company 

A Penny for Your Thoughts 



You've probably heard the term "investing" before. You might even have wondered what it could 

mean for you. Unlike a savings account that pays you regular interest at a fairly low rate, 

investing can help you get a better return - or profit - on your money. To see how investing can 

help your money grow, choose between these two options: one, you can get $1 million dollars 

today; or two, you can get 1 penny today that will double every day for the next 30 days. 

Think about it for a moment and make your pick. 

A: $1 million today 

B: 1 penny that doubles every day for a month 

Summary 

Though it may seem strange, a penny that doubles every day will turn into more than five-

million dollars after only 30 days thanks to the magic of compounding returns. Compounding 

returns enable you to earn more money by re-investing your earnings. Basically, re-investing 

means that you put the money you make back into your investments so you're earning money on 

your earnings. This is why it's called compounding - because your earnings keep growing, help 

you to earn more and more. It's sort of like a snowball getting bigger as it rolls downhill. Of 

course, you won't typically find an investment that'll double your earnings each day, but with 

compounding returns, you will still see your money grow by leaps and bounds over the years. 

Many Happy Returns 

There are many ways to grow your money, but choosing an investment option with 

compounding returns is one of the best things you can do. Let's take a look at two methods of 

saving $100 every month. 

In method one, you'll put $100 a month into investments that offer a 5% return, but instead of 

collecting your returns, you'll put them back into your account to be re-invested, so your earnings 

can earn a 5% return along with the original investment. 

In method two, you'll simply save $100 every month by putting the money under your mattress. 

YEAR 1: 

You've been saving $100 a month for one year. If you put that money under your mattress, you'd 

have $1,200. If you put that money in investments with 5% compounding returns, you'd have 

$1,230. The difference may not seem like much right now, but over time that's going to change 

in a major way. 

YEAR 10: 

Ten years have gone by since you started saving. For those of you hiding money under your 

mattress, you now have $12,000. But for those who chose the compounding returns route, you 

have $15,567, which is almost 30% more! 

YEAR 50: 

In 50 years, if you saved your money with compounding returns you would have nearly one-



quarter-of-a-million dollars! If you saved by putting money under your mattress, however, you'll 

only have $72,000, which is still a lot - but you didn't earn anything on top of that so you missed 

out on an extra $200,000. 

Summary 

As you can see, the earlier you start saving and investing your money with compounding returns, 

the more money you'll earn over time. Investing $100 a month may be too much for you right 

now and that's ok! Start investing or saving what you can... even $10 a month... and then increase 

that amount whenever you can. And while there's always some risk that the market will go down 

in any given month or year, there's also the chance that some of your investments will yield 

positive returns at rates well above the typical savings or checking account... and certainly more 

than saving your money under your mattress since dust bunnies don't pay interest. 

Retirement Plans 

Do you ever think about the future? 

College? Career? Maybe a house and a family someday? What about retirement? 

Yeah... we didn't think so, or at least the retirement part. The immediate future might be on your 

mind, but it's hard to think about 30 or 40 years from now when there's so much today that really 

matters - like that test in math class you still need to study for. While you definitely have a lot to 

think about this week, next week and the week after that, it's important to take some time to think 

about the future that's really far away. 

The good news? 

A little planning today can help you build a stable and secure future tomorrow, especially when 

you start thinking about retirement and how you'll afford to live a good life after you've left the 

workforce. How to retire comfortably is a universal question that everyone thinks about at one 

point or another. Fortunately, there are several solutions that make it relatively easy to invest and 

grow your money for retirement. These solutions are called retirement plans. 

The most common types of retirement plans are 401(k)s, 403(b)s, IRAs, and Roth IRAs. Each of 

these plans has different features and restrictions including types of tax benefits, how much you 

can withdraw, and how much you can contribute. With some retirement plans, you contribute 

money through your employer, and with others, you contribute on your own. 

Let's start with the plans you get through your employer: 401(k)s and 403(b)s. If you tell your 

employer you want to "opt in," you can automatically have money taken out of your paycheck 

and deposited into your retirement account. This contribution is made before you pay taxes on 

what you earn, which means that you pay less in taxes today while saving for retirement 

tomorrow. Better still, some employers will match what you contribute into your account. For 

instance, if you contribute 3% of each paycheck, an employer may match that amount and add it 

to your account - and that can really help you grow your retirement savings. 



Finally, keep in mind that there are limits to how much you can contribute each year, and you 

may incur penalties for withdrawing funds early, usually before the ripe, old age of 59 and a half. 

Because that's what your retirement plan is for - your retirement! 

But what if your employer doesn't offer a retirement plan? An Individual Retirement Account - 

or an IRA - is another option you might consider. Designed for individual savers, there are two 

types of IRAs: Traditional IRAs and Roth IRAs. 

Like plans through an employer, there are rules on how much money you can contribute each 

year and when you can take your money out without paying penalties. There are also different 

tax savings offered with each type of IRA. For example, you won't pay any taxes today on 

money you put into your traditional IRA - you'll pay those taxes later when you're ready to retire. 

For a Roth IRA, you'll pay taxes today on the money you contribute. That means your money 

comes out tax-free when you retire. Plus, after five years, a Roth IRA allows you to withdraw 

some of your contributions without paying a penalty to use it for things like buying your first 

home. 

You should also know that when you put money into any of these accounts, you are actually 

putting money into the stock market. And the stock market doesn't come with any guarantees; in 

fact, there's a risk you could actually lose the money. But in general, the earlier you start, the 

more money you'll have in the future. Let's look at how much starting early can help you save. 

QUESTION 1 

Which of the following retirement plans offer tax benefits? 

1. IRA 

2. 401(k) 

3. 403(b) 

4. Both B & C 

5. All of the above 

It Pays To Save Early 

Even though retirement is a long way off in the future, it's never too early to save for your future. 

Use the slider to see how consistently saving a portion of your salary can help you build a 

healthy nest egg when you start saving early. In this example, you'll earn $40,000 a year and 

contribute 5%, or $2,000 per year, to a retirement fund. 

AGE 35: 

A 35-year-old who started saving at age 20 already has over $50,000 set aside for retirement. 

AGE 50: 

By age 50, someone who started saving at 20 already has almost a quarter of a million dollars. 

By comparison, the person who started saving at age 35 has a little over $50,000. 



AGE 65: 

If you saved consistently since you were 20, by the time you're getting ready to retire you'll have 

a nest egg worth over three quarters of a million dollars! That's almost half a million more than 

the person who started saving at age 35. 

Summary 

The longer you wait to save, the less time your money has to grow, so it really pays to start as 

soon as you can. If you wait until you're 50, you'll only have about $56,000 saved up by 

retirement age. That's almost $750,000 less than if you started saving at 20! 

What is Investing? 

You've now heard the word "investing" several times. It's a word that might conjure up images of 

strange symbols, complicated terms, or people in suits yelling at each other on a crowded Wall 

Street trading floor. While all these things are part of the world of investing, they are not what 

investing is all about. So if investing isn't about fancy symbols or people who seem like they're 

about to blow a gasket, then what is it? 

Quite simply, investing is when you put your money to work for you so that it earns you even 

more. This might sound a bit like a savings account, but investing and savings are two different 

things. When you put money into a savings account, you can earn a little interest with very little 

risk, but investing involves a whole set of options, like buying stocks, bonds, and mutual funds, 

which have the potential to make you a lot more money. But be careful... with greater potential 

gains, comes greater risks, which means you could also lose money. 

Remember, when it comes to investing, there are no guarantees, but if you're smart about your 

investment strategy, it can be one of the best ways to grow wealth over time. Ready to get 

started? 

There are many ways to invest outside of your retirement plan. First, you'll need a brokerage 

account where you deposit your money and then buy, sell, and manage your investments. We're 

going to cover four types of common investment options: stocks, bonds, mutual funds, and index 

funds. To help keep track of all this information - and ace the upcoming practice questions - you 

might want to take a few notes as we move forward, starting with stocks. 

Stocks are shares of ownership in a company. This is why stocks are also known as shares. 

Someone who owns stock in a company is called a stockholder or a shareholder. A stock is a 

small piece of a company, which means that it grows in value when a company grows in value. 

So the more stock you own in a company that is doing well, the more you'll make. 

That's why buying stock in a growing company can be a good investment. Plus, some 

companies, usually stable, established companies, actually share their profits with their 

stockholders by paying dividends. Dividends are a distribution of a percentage of profits to 

shareholders. For example, if you own one one-thousandth of a company, you would get one 

one-thousandth of the profits as your dividend. Owning a stock also gives you a say in how the 

company should be run. But since a company can't have thousands of stockholders voting on 



every decision, stockholders elect a board of directors, a group of people who decide how the 

company should be run on a day-to-day basis. 

Next, let's take a look at bonds. 

Basically, bonds are loans - except that instead of the bank lending you money, you're lending 

your money to a company or a government. The amount of the loan is the price of the bond, and 

just like a loan, a bond has a specific date when it gets paid back in full. As a bondholder, you 

receive periodic interest payments from the bond - called a coupon. 

There are a couple of types of bonds you should be aware of. A treasury bond, or just a treasury, 

is a bond issued by the United States Treasury. They're guaranteed, or backed, by the U.S. 

government, so they're considered to be very safe investments. 

A municipal bond is also issued by the government, but not by the federal government - it's 

issued by a state, county, or city. Some companies and foreign governments also issue bonds, 

which are typically graded to help you identify the specific level of risk. 

There are many stocks and bonds available to choose from. In fact, you may have a hard time 

deciding where to invest your money. And once you do decide it can take a lot of time and effort 

to keep track of your investments. 

Mutual funds are a way of dealing with this, and a way to lessen the risk that any individual bond 

or stock will lose money. When you buy a mutual fund, you're buying a mix of different stocks 

and bonds all at the same time that are chosen by a fund manager who oversees the whole thing 

and makes all the investment decisions. 

Another kind of fund is an index fund. These are a specific type of fund that is made to track the 

overall performance of the market or a certain investment type or group of stocks. 

Did your heart rate increase thinking about all this? If you took notes, you're probably nice and 

calm, unlike a trading floor on Wall Street. So take a breath and get set to answer a few review 

questions. 

Investing Options Practice 

Think you're ready to do a little investing? Better make sure you know the difference between 

bonds, mutual funds, and stocks first. Fill in the blank by clicking on the correct button. 

When a ____ matures, you receive your entire investment back plus any remaining interest. 

A: Bond 

B: Mutual Fund 

C: Stock 

 

Sometimes a ____ will pay you dividends.  



A: Bond 

B: Mutual Fund 

C: Stock 

 

If you don't want to purchase individual stocks, bonds, and other investments, you can get them 

packaged together in a _______. 

A: Bond 

B: Mutual Fund 

C: Stock 

 

A treasury _____ is issued by the U.S. government, and is considered very safe. 

A: Bond 

B: Mutual Fund 

C: Stock 

 

Investing in a ____ is considered less risky because it contains a mix of different investments 

rolled into one. 

A: Bond 

B: Mutual Fund 

C: Stock 

 

When you buy a _____ you are loaning money to an organization at a certain interest rate for a 

certain period of time. 

A: Bond 

B: Mutual Fund 

C: Stock 

Summary 

Great job! Now that you've aced this little investing exam, it's time to discover the reasons why 

stocks and bonds are issued in the first place. 

Why Issue Stocks and Bonds? 

This may come as a big shock, but companies don't offer stocks to help you get rich. Take a 

moment if you need to. If you've managed to collect yourself, then it's time to hear the real 

reason that companies issue stocks and towns issue bonds. 

Imagine a company called Krust, which has developed an app to find the best pizza nearby and 

order delivery from anywhere in the United States. They've been highly successful and now want 

to expand their reach to other countries, but they don't have the money needed to make this 

happen. 

To raise funds, they decide to sell small parts of the company to other people - as stock - and 

then use the money to grow the company even more: hire people to research new locations, 

improve the technology, and market the app to a larger audience. The new stockholders now own 

a little bit of Krust and will share in its success and profits. 



Just as a company might issue stocks to raise money to grow and expand, a town might issue a 

bond to raise money for different kinds of projects, like building a park, upgrading traffic 

systems, or upgrading schools. When you buy a municipal bond, you are loaning the town 

money. In return, they promise to pay you back with interest. 

Now that you know why you might want to buy stocks - and why companies offer them - you 

might be wondering where they're actually sold. Since thousands of companies sell stock, it 

would be hard for them to find buyers on their own. To make things easier for investors and 

companies alike, a centralized system with clear rules was created where companies can find 

investors and investors can find companies - sort of like a big dating site, but for investing. 

This is basically what a stock exchange is - a place to trade stocks, and they exist all over the 

world. All the stocks being traded across the exchanges form the stock markets of different 

countries. 

These exchanges can be in real, physical buildings where trading takes place, or they can be 

virtual. For example, if you're making an electronic trade on the New York Stock Exchange, 

nothing actually happens inside their building, but the trade still takes place on that exchange. 

QUESTION 2 

What is a possible reason a company would sell stock? 

A. To hire more people 

B. To expand its business 

C. To develop new technology 

D. Both B & C 

E. All of the above 

Stock Exchanges and Indices 

You're now standing inside a stock exchange where billions of dollars are invested every day. 

Maybe you've seen a room like this in a movie, or maybe it's totally unfamiliar to you. Either 

way, you've probably heard various investing terms before - terms like "stocks and bonds," 

"mutual funds," "Dow Jones," and even others. To learn more about these terms and some of the 

largest stock exchanges and indexes in the world, click the four areas on the trading floor. 

NYSE 

The New York Stock Exchange (NYSE) is the largest stock exchange in the world in terms of 

amount of money traded. If you ever go to New York City, you can visit the New York Stock 

Exchange at its home on Wall Street, one of the world's most important financial districts. 

NASDAQ 

The NASDAQ, which stands for the National Association of Securities Dealers Automated 

Quotations, was the world's first electronic marketplace, as well as an index (officially the 

"NASDAQ Composite"). NASDAQ trades are made via computer rather than in person or over 

the phone. Unlike the New York Stock Exchange, the NASDAQ - the National Association of 



Securities Dealers Automated Quotations - has no physical home. In fact, it was the world's first 

electronic-only stock marketplace. 

DOW JONES INDUSTRIAL AVERAGE 

The Dow Jones Industrial Average is an index that represents the performance of 30 of the 

largest companies in the United States. If those big companies are doing well, it's generally 

believed that the stock market is doing well overall, and if they're doing badly, the stock market 

is probably doing badly as well. The Dow Jones Industrial Average is sort of like a thermometer 

for the entire stock market. It's an index that looks at the performance of 30 of the biggest 

companies in the United States with the idea that if these companies are doing well, the market 

as a whole is doing well. Of course, the opposite is also true: if the Dow is doing poorly, then the 

whole market is most likely doing poorly. 

S&P 500 

The S&P 500 is an index that represents the performance of 500 companies that are mostly based 

in the United States. Since this index includes a large number of companies, some consider it to 

be a more accurate representation of the stock market as a whole than other indexes like the Dow 

Jones. The S&P 500 is an index that measures the overall performance of the stock market by 

representing the performance of 500 companies that are mostly based in the United States. By 

measuring hundreds of companies, this index is thought to be an accurate measurement of how 

well the stock market is doing overall. 

Summary 

The NYSE, NASDAQ, the Dow, and the S&P 500 are more than a jumble of letters and 

numbers. Some are exchanges that move tremendous amounts of money around the world. 

Others - like the Dow and the S&P 500 - are indexes that help measure how well the markets are 

performing. 

Risk vs. Return 

So far, you've learned a lot of terms related to investing: 401(k)s, IRAs, stocks, bonds, 

exchanges, and perhaps most importantly risk and return. These two concepts - risk and return - 

are essential to understanding investing. 

The term "risk" means exactly what you think it does: how likely it is that you'll make or lose 

money on an investment. Risky investments are sometimes called "volatile," which is a fancy 

way of saying that something is unstable and can frequently change, like a football coach when 

his winning team suddenly loses or even when his team wins - it's unpredictable! 

Similarly, when it comes to an investment you might make, "volatile" means the price of the 

investment can rapidly go up and down a lot and may be hard to predict. The answer to why 

someone would invest in something risky is the definition of the other word we mentioned, 

"return." 

"Return" refers to how much money you could potentially earn from an investment, and is 

usually expressed as a percentage. Generally, the higher the risk, the higher the potential return 



or loss. And the lower the risk, the lower the potential return or loss. For example, savings 

accounts have very low risk since the government insures your savings up to a certain amount. 

However, you won't make a huge amount of money unless your bank offers a high interest rate 

and you're putting a ton of money in there. 

If you invest in stocks, you have a better chance at making more money, but a bigger chance to 

lose some, and maybe all, of your investment. As you've seen, there are many types of 

investments, and with many types of investments come many rates of returns. When you have 

many different investment types together in your investing portfolio, they can help balance each 

other out. 

High-grade bonds, for instance, are generally considered less risky than stocks, while mutual 

funds attempt to lower risk by pooling many different stocks, bonds, and other investments into 

one package that's overseen by a fund manager. 

So instead of investing in an individual stock that may go up and down, and rise and fall 

dramatically, investing in a mutual fund, or a portfolio that has multiple investments, helps 

prevent a dramatic roller coaster ride because all of the investments may not go up and down at 

the same time. 

Still, there's no 100% guarantee, even with mutual funds. Some are riskier than others depending 

on the fund's focus, which could be in emerging technology... like the pizza app, Krust... or in 

things that are generally considered more stable, like food products or raw goods. And while it 

helps to do research before making any investment, a little common sense can go a long way in 

determining risk vs. return. 

Risk vs. Return Practice 

Now it's time test your knowledge of stocks, bonds, and mutual funds. 

Rank these three investment types from the one with the greatest risk to the one with the lowest 

risk by clicking each in the correct order. 

A: Mutual Funds (2) 

B: Stocks (1) 

C: Bonds (3) 

 

Good going.  

You're on your way to conquering the concept of risk and return, but first rank the same three 

investment types in order from the one that offers the highest potential return to the one that 

offers the lowest potential return. 

A: Mutual Funds (2) 

B: Stocks (1) 

C: Bonds (3) 

Summary 

When it comes to making investments, large risk is generally tied to larger rewards. Conversely, 



this can also mean potentially larger loss. The fact is, all investments come with the risk that 

their value will fall after you buy them. For instance, since the stock market can be volatile, the 

prices and dividend payments for stocks can fluctuate in any given year. Similarly, not all bonds 

are low risk. In fact, some government bonds (depending on the country and its economic and 

political stability) can be extraordinarily risky. However, there are ways to invest without taking 

on a high level of risk, as you're about to learn. 

The Effect of Time on Your Portfolio 

Scientists and philosophers have grappled with the idea of "time" for eons - what it is, what it 

does, how it changes. Investors also grapple with "time" and its relation to the investments they 

make. In fact, time is one of the most important things investors need to consider when deciding 

how risky of an investment they want to make. 

Learn how time affects the investment portfolios of two different investors. One has a lot of time 

to save for retirement, and the other is reaching retirement soon. 

YOUNGER INVESTOR 

In 1967, there was a particular company whose stock only cost $22 a share. Over the next four 

decades that company earned an average return of around 25%! While it did lose 20% of its 

value in some years, if you had bought only 10 shares back in 1967, you would have over $1 

million dollars in 2007. 

OLDER INVESTOR  

It's possible for the stock market to experience large losses in a single day. Most people know 

about the crash of 1929, which led to the Great Depression, but one of the biggest crashes of all 

time happened in 2008 when the Dow Jones Industrial Average dropped 778 points -totaling 

nearly $1.2 trillion! Imagine if you had all your investments tied up in the stock market! 

Summary 

It's important to be aware of risk levels so you can match certain kinds of portfolios to the risk 

level you want at different stages in your life. As you get older, you may gradually reduce your 

risk level until you've got a secure, low-risk source of income for your retirement years. At a 

younger age, you may be able to afford a higher-risk portfolio that has the potential for higher 

payouts in the future. 

QUESTION 3 

Investors nearing retirement will typically shift their investment portfolios to include ________ 

risk investments. 

A. lower 

B. moderate 

C. higher 

D. None of the above – when nearing retirement, investors typically move all their 

investments into savings accounts 



Why Diversify? 

Besides choosing stocks, bonds, and funds that have a lower risk associated with them, you can 

also protect yourself by diversifying your investments. Diversification means to create a mix of 

investments that have differing levels of risk. 

Since stocks are somewhat risky, you don't want an investment portfolio made of stocks alone. 

You'll also want to have some safer investments so that if the risky ones don't do well, you'll 

have something to fall back on. 

That's why people invest in bonds, mutual funds, and other lower-risk investments in addition to 

stocks, but even these can carry risks. Mutual funds, which are considered safer than buying 

individual stocks, come in all sorts of risk levels. Some are heavily weighted towards riskier 

investments, while others are almost as safe as savings accounts. 

Then there are index funds that actually let you invest in a very broad investment pool that tracks 

the market - like the Dow Jones or the S&P 500 - or other stock types. Like mutual funds, there 

are riskier and less risky index funds. 

The tradeoff with diversification is that the safer investments sometimes don't have the potential 

to make you as much as the high-risk, high-reward onesâ€”but the stability makes it worthwhile 

if you're looking for a return in the long-run as you're about to see. 

Diversifying Your Portfolio 

Investors frequently talk about their "portfolio." Just like a portfolio folder, which holds all your 

files and papers, an investment portfolio is made up of all your investments taken as a whole. 

When your portfolio is higher risk because of the mix of investments you have, it becomes more 

difficult to know whether you will make or lose money. 

Move the slider to see how changing the balance of stocks in this sample portfolio affects its 

overall risk level. 

25% A portfolio made up of a mix of different investment types is generally considered low risk, 

but remember, there is no such thing as "no risk." 

50% With half of your investments in stocks and the other half divided other types your portfolio 

is considered medium risk 

75% Since most of your portfolio is invested in stocks - which can be volatile - your portfolio 

would generally be considered high-risk. 

 

Next, move the slider to see how your overall risk level is affected by the percentage of Treasury 

bonds in your portfolio. 



25% Your portfolio has a mix of investment types, including a savings account, but more volatile 

investments, like stocks, may increase your overall risk level. 

50% Treasury bonds are backed by the U.S. government and are therefore considered to have 

very low risk. 

75% The only other asset in your portfolio that is lower risk than Treasury bonds would be your 

savings accounts, which are insured for up to $250,000. 

 

Now that you know that a balanced portfolio can help minimize risk, it's time to practice what 

you learned. Of these three investment portfolios, which has the highest risk? 

A: One – 75% stocks 

B: Two -  

C: Three 

Now look at the same three portfolios and decide which one holds the lowest risk for an investor. 

A: One 

B: Two 

C: Three 

Summary 

Diversifying your investment portfolio can help you maximize your returns while lowering your 

overall risk. Always make sure that your portfolio's level of risk matches your desired risk level! 

And keep in mind that your desired risk level may change at different times in your life. 

Congratulations, you've completed this module. Now it's time to take your end of module quiz. 

You can take some time to review your notes if you would like. Good luck! 

QUESTION 1 

Which best describes the difference between stocks and bonds? 

A. Stocks allow investors to share in profits; bonds make investors responsible for company 

debts. 

B. Stocks allow investors to own a portion of the company; bonds are loans to the company. 

C. Stocks pay interest to investors throughout the year; bonds only pay interest at fixed 

times during the year. 

D. Stocks are a more reliable investment; bonds tend to be more volatile. 

QUESTION 2 

What is the primary reason to issue stock? 

A. To help investors earn a higher rate of return 

B. To raise money to grow the company 

C. To distribute the risk of bankruptcy across more investors 

D. To increase investor awareness of the company 



QUESTION 3 

Which of the following correctly orders the investments from LOWER risk to HIGHER risk? 

A. Treasury bond − Stock − Diversified mutual fund 

B. Stock − Treasury bond − Diversified mutual fund 

C. Treasury bond − Diversified mutual fund – Stock 

D. Diversified mutual fund − Treasury bond − Stock 

QUESTION 4 

When you buy a ____ , you are loaning money to an organization. 

A. Stock 

B. Bond 

C. Mutual fund 

D. Index fund 

QUESTION 5 

How can investors receive compounding returns? 

A. By selecting a savings account that has a higher interest rate 

B. By investing their earnings back into their original investment 

C. By transferring their earnings into a high-risk investment 

D. By diversifying their investment portfolio 

QUESTION 6 

Diversification is important in investing because... 

A. It helps you to balance your risk across different types of investments. 

B. It increases your overall risk, which guarantees that you will make more money. 

C. It ensures that you only make low-risk investments. 

D. It helps you gain the highest rate of return despite any risks. 

QUESTION 7 

Which of the following is generally true about 401(k) and 403(b) retirement plans? 

A. They are plans offered through employers. 

B. They offer some tax benefits. 

C. They restrict when you can withdraw your money. 

D. All of the above 

QUESTION 8 

When it comes to investing, what is the typical relationship between risk and return? 

A. The greater the potential risk, the smaller the potential return. 

B. The greater the potential risk, the greater the potential return. 



C. There is no relationship between risk and return. 

D. It depends on the investment mix in your portfolio. 

QUESTION 9 

Which of the following would be considered the highest risk portfolio? 

A. A portfolio made up of 20% savings accounts, 50% mutual funds, and 30% bonds. 

B. A portfolio made up of 40% mutual funds, 40% Treasury bonds, and 10% stocks. 

C. A portfolio made up of 60% stocks, 30% mutual funds, and 10% Treasury bonds. 

D. A portfolio made up of 70% mutual funds, 10% stocks, and 20% Treasury bonds. 

 

QUESTION 10 

If an investment is considered “volatile”, it means... 

A. the investment will experience rapid growth over time. 

B. the value of the investment may be hard to predict. 

C. the investment is high-risk, and its price will increase quickly. 

D. the investment is undervalued and may increase over time. 


