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Chap. 10-Self Assessment

Multiple Choice
Identify the choice that best completes the statement or answers the question.

1. Money serves as a good store of value EXCEPT when an economy experiences a period of

a. depression. c. inflation.
b. recession. d. cyclical downturn.
2. Ofthe following items, which form of currency is the most durable and portable?
a. tulip bulbs c. cattle
b. rice d. olive oil
3. All of the following were used as commodity money by the American colonies EXCEPT
a. tobacco. c. wheat.
b. cotton. d. cormn.

4. American colonists had trouble redeeming Continentals, representative money backed by the Second
Continental Congress, because =~
a. the government had no power to collect taxes.
b. there was a shortage of gold and silver.
c. colonists preferred to use bills issued by the Massachusetts Bay Colony.
d. colonists refused to use Continentals because they were a symbol of central government
control.
5. The U.S. Treasury used the Bank of the United States for all of the following purposes EXCEPT
a. tohold money generated by taxes.
b. to issue representative money.
c. to set interest rates.
d. to help the government carry out its powers to tax.
6. Which were the main characteristics of the Free Banking Era?
a. bank runs, panics, centralized banking
b. strong central banks, bank runs, many different currencies
c. bank runs, panics, wildcat banks, fraud, many different currencies
d. bank runs, panics, wildcat banks, fraud, centralized banking
7. All of the following were institutions authorized to issue currency in the early 1800s EXCEPT
a. cities. ¢. churches.
b. counties. d. stores.
8. Calculate the total compound interest of a loan for $5,000 with an annual interest rate of 8 percent at the end
of a two-year period.
a.  $400 c. $800
b. $432 d. $832
9. All of the following are accurate statements about money market accounts EXCEPT:
a. They offer a fixed interest rate.
b. They pay a higher rate of interest than savings accounts.
¢. They can be used for saving.
d. They can be used for writing checks.
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10. If a customer deposits $10,000 into a bank, how much money would the bank be capable of lending to an
eligible loan applicant if this bank retains 20 percent of the deposit to cover withdrawals?
a. about $7,000 c. about $9,000
b. about $8,000 d. about $2,000
Short Answer
Compound Interest Earned on a $100 Deposit
Start of year Principal Interest Principal at
Amount earned at 5% | end of year
—_ $100.00 $5.00 $105.00
1 $105.00 : $110.25
2 $110.25 $5.51 $115.76
3 $115.76
4 - -$121.55 $6.08
5 $6.38 $134.01
6 $134.01
7 $140.71 $7.04 $147.75
8 $147.75 $7.39 $155.14
11. Calculate the interest earned for the third year and the principal at the end of the third year.
12.  What was the principal amount starting at the beginning of year 5?
13. Complete the table, then answer the question. What was the total compound interest earned at the end of year
492
14. Complete the table, then answer the question. What was the total compound interest earned at the beginning
of year 7?7
15. Complete the table, then answer the question. If the customer who opened this account was hoping to earn at

least $20 from his deposit, when would he reach his goal?
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MULTIPLE CHOICE

1. ANS: C PTS: 1 DIF: Medium REF: 244
OBJ: 4.10.1.1 TOP: uses of money

2. ANS: B PTS: 1 DIF: Easy REF: 245
OBJ: 4.10.1.2 TOP: characteristics of money

3. ANS: C PTS: 1 DIF:  Medium REF: 247
OBJ: 4.10.1.3 TOP: commodity money

4. ANS: A PTS: 1 DIF: Medium REF: 247-248
OBJ: 4.10.13 TOP: representative money )

5. ANS: C PTS: 1 DIF: Hard REF: 251
OBJ: 4.10.2.1 TOP: pre-civil war American banking

6. ANS: C PTS: 1 °° DIF: Medium REF: 251
OBJ: 4.102.1 TOP: pre-civil war American banking

7. ANS: B PTS: 1 DIF: Medium REF: 252
OBJ: 4.102.1 TOP: pre-civil war American banking

8. ANS: D PTS: 1 DIF: Hard REF: 261
OBJ: 41032 TOP: financial institutions

9. ANS: A PTS: 1 DIF: Hard REF: 259
OBJ: 4.103.2 TOP: financial institutions

10. ANS: B PTS: 1 DIF: Medium REF: 260
OBJ: 4.103.2 TOP: financial institutions

SHORT ANSWER

11. ANS:
There was $5.79 earned in interest and a principal of $121.55 at the end of the third year.
PTS: 1 DIF: Medium REF: 261 OBJ: 4.103.2
TOP: functions of financial institations

12. ANS:
The initial principal amount for year 5 was $127.63.
PTS: 1 DIF: Medium REF: 261 OBJ: 4.1032
TOP: functions of financial institutions

13. ANS:

The total compound interest at the end of year 4 is $27.63.

PTS: 1 DIF: Hard REF: 261 OBJ: 4.103.2
TOP: functions of financial institutions
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The total compound interest at the beginning of year 7 is $40.71.

PTS: 1 DIF: Hard REF: 261
TOP: functions of financial institutions
15. ANS:

The customer would reach his goal by the end of year 3.

PTS: 1 DIF:  Medium REF: 261
TOP: functions of financial institutions

OBJ: 4.1032

OBJ: 4.1032
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