	PERSONAL FINANCE
BONDS: LENDING TO GOVERNMENTS & COMPANIES
 ANSWER KEY   EXIT TICKET - ANSWER KEY



	1.
	What does it mean to buy a BOND?



	A. You lend money to a government or company and are owed it back with interest ✓
	B. You buy a small piece of ownership in a company

	
	

	C. You open a guaranteed savings account
	D. You become an employee of the company



	2.
	A bond has a $1,000 face value and a 5% coupon rate. Using COUPON PAYMENT = FACE VALUE x COUPON RATE, what is the yearly coupon payment?



	A. $5
	B. $50 ✓

	
	

	C. $500
	D. $1,000



	3.
	How do bonds usually compare to stocks?



	A. Higher risk and higher return
	B. The same risk and return

	
	

	C. Lower risk and lower return ✓
	D. No risk at all



QUICK WRITE
Open Response
In 2-3 sentences, explain what a bond is and how it compares to a stock in risk and return. Use the words 'issuer,' 'coupon (interest) payment,' and 'maturity' in your answer.

	
	RUBRIC (4 points): (1) says a bond is a loan to a government or company, so the buyer is a lender (not an owner); (2) explains a bond is usually lower risk and lower return than a stock; (3) uses the word "issuer" (the borrower) and "coupon (interest) payment" (the fixed yearly interest) correctly; (4) uses the word "maturity" (the date the face value is returned). SAMPLE 4-POINT RESPONSE: "A BOND is a loan to a government or company, so buying one makes you a lender, not an owner. The ISSUER (the borrower) pays you a fixed COUPON (interest) PAYMENT each year and returns your face value at MATURITY. Because a bond pays fixed, predictable interest, it is usually lower risk and lower return than a stock." Deduct 1 point per missing element.


ANSWERS
	1.
	A

	2.
	B

	3.
	C
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