	PERSONAL FINANCE
BONDS: LENDING TO GOVERNMENTS & COMPANIES
 ANSWER KEY   QUIZ - ANSWER KEY  (12 QUESTIONS)



	
	Teacher Reference Only - do not distribute. Correct answers are marked in teal with a checkmark; the consolidated answer list appears at the end of this document.



	1.
	What is a BOND?



	A. A small piece of ownership in a company

	

	B. A loan you make to a government or company that pays you fixed interest and returns your money on a set date ✓

	

	C. A fee a bank charges to hold your money

	

	D. A guaranteed savings account that never pays interest



	2.
	When Maria buys a GreenLeaf Foods bond, what is her role?



	A. She is an OWNER of the company
	B. She is an employee working for the company

	
	

	C. She is a LENDER - the company owes her the money back ✓
	D. She is a customer buying a product from GreenLeaf Foods



	3.
	Who is the ISSUER of a bond?



	A. The government or company that sells the bond to borrow money ✓
	B. The bank that stores the bond

	
	

	C. The person who buys and holds the bond
	D. The stock exchange where the bond trades



	4.
	What is the FACE VALUE of a bond?



	A. The yearly interest amount that the bond pays
	B. The fee to buy the bond

	
	

	C. The profit from selling the bond before its maturity date
	D. The amount you lend the issuer and get back at maturity ✓



	5.
	Maria's 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. $5.00
	B. $50.00 ✓

	
	

	C. $500.00
	D. $1,050.00



	6.
	Why are bonds called FIXED INCOME?



	A. Because the price of a bond can never change after you buy it
	B. Because you can never sell them

	
	

	C. Because only the government can issue them
	D. Because they pay a set, predictable amount on a schedule ✓



	7.
	What happens at a bond's MATURITY?



	A. The issuer returns the face value - your original money - to you ✓
	B. You must buy another bond to get paid

	
	

	C. The company gives you shares of its stock
	D. You lose the interest you collected



	8.
	Maria's bond pays $50 a year and matures in 4 years. How much interest does she collect over the life of the bond?



	A. $50
	B. $100

	
	

	C. $200 ✓
	D. $1,000



	9.
	How do bonds usually compare to stocks in risk and return?



	A. Bonds are higher risk and higher return than stocks
	B. Bonds and stocks have exactly the same risk and return

	
	

	C. Bonds are lower risk but higher return than stocks
	D. Bonds are lower risk and lower return than stocks ✓



	10.
	What is the main risk of owning a bond?



	A. The stock market crashing to zero
	B. The bank losing your account

	
	

	C. DEFAULT - the issuer failing to pay the interest or return the face value ✓
	D. The government raising the coupon rate



	11.
	Which kind of bond is usually the LOWEST risk?



	A. A government bond, such as a U.S. Treasury bond ✓
	B. A brand-new company's corporate bond

	
	

	C. A bond from a company losing money
	D. There is no difference in risk between any bond



	12.
	When does a BOND make the most sense for an investor?



	A. When they want the highest possible return and can take big risks

	

	B. When they want steady, predictable income and lower risk, or to balance out riskier stocks ✓

	

	C. When they never want to be paid back

	

	D. When they want to become an owner of the company



ANSWERS
	1.
	B

	2.
	C

	3.
	A

	4.
	D

	5.
	B

	6.
	D

	7.
	A

	8.
	C

	9.
	D

	10.
	C

	11.
	A

	12.
	B
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