	PERSONAL FINANCE
RISK VS REWARD - WHY YOU CAN'T WIN WITHOUT RISK
QUIZ  (12 MULTIPLE CHOICE QUESTIONS)



	Name:  
	Date:  
	Period:  



	
	Directions: Choose the best answer for each question.



	1.
	What is the RISK/REWARD TRADEOFF?



	A. A higher possible reward always comes paired with higher risk; safe investments earn little

	

	B. Every investment is guaranteed to grow significantly if you simply hold it long enough overall

	

	C. The safest investments always earn the highest returns year after year

	

	D. Risk and reward have nothing to do with each other


Answer:
	2.
	What does VOLATILITY measure?



	A. The total amount of money you have invested in your accounts
	B. How much an investment's value swings up and down over time

	
	

	C. The number of years until you retire from work
	D. The fees a brokerage charges you


Answer:

	3.
	Devin compares a savings account (about 4% return, 1% swing) and crypto (about 15% return, 70% swing). What does this show?



	A. The savings account is riskier than crypto

	

	B. Crypto is always the better choice

	

	C. The higher possible reward comes with much higher risk - the risk/reward tradeoff

	

	D. Both have exactly the same risk


Answer:
	4.
	What is RISK TOLERANCE?



	A. The amount of money the government lets you invest in retirement accounts each calendar year

	

	B. How much an investment is guaranteed to earn

	

	C. The percent an investment drops in a bad year or market downturn

	

	D. How much risk - how big a swing or possible loss - you can handle without panic-selling


Answer:
	5.
	Why can a LONG time horizon hold riskier, higher-reward investments?



	A. Because there is time to ride out the swings and recover from drops before you need the money

	

	B. Because riskier investments never lose money over long periods if held through all market cycles

	

	C. Because a long horizon means you pay no taxes

	

	D. Because the government matches long-term investments with tax benefits


Answer:

	6.
	Devin needs money for rent NEXT MONTH. Where should that money go?



	A. Into crypto, for the highest possible return

	

	B. Into a single volatile stock

	

	C. Into a safe, low-volatility place like a savings account, because there is no time to recover from a drop

	

	D. It doesn't matter where short-term money goes


Answer:
	7.
	What is DIVERSIFICATION?



	A. Putting all your money into the single best investment you can find based on past performance

	

	B. Spreading your money across many different investments so no single one can wreck your plan

	

	C. Selling everything the moment the market drops in order to avoid losses

	

	D. Only investing in crypto


Answer:
	8.
	Devin puts all $1,000 into ONE investment and it drops 50%. How much does Devin lose?



	A. $50
	B. $100

	
	

	C. $250
	D. $500


Answer:

	9.
	Devin instead splits $1,000 across 10 investments ($100 each) and only ONE drops 50%. How much does Devin lose?



	A. $50 - only that one $100 investment falls to $50
	B. $500 - the same as before

	
	

	C. $1,000 - the whole entire initial amount
	D. $0 - diversification means never lose if stocks drop


Answer:
	10.
	How does diversification lower risk WITHOUT giving up much reward?



	A. By moving all your money into a savings account

	

	B. By spreading across many investments so one failure can't sink you, while you still own higher-reward assets like stocks

	

	C. By guaranteeing every investment goes up

	

	D. By avoiding the stock market completely


Answer:
	11.
	Which is an example of INFLATION RISK - the risk of playing it too safe?



	A. A single company goes bankrupt and its stock goes to zero

	

	B. The whole market drops in a recession

	

	C. A crypto coin swings 70% in a year

	

	D. Money in a low-return savings account loses buying power because prices rise faster than it grows


Answer:

	12.
	What is the main message of this lesson about handling investment risk?



	A. Avoid all risk by keeping your money in cash

	

	B. Take as much risk as possible to get rich fast

	

	C. You cannot win without risk, so you MANAGE it with time, an honest risk tolerance, and diversification

	

	D. Only invest in whatever went up the most last year


Answer:
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