
Chapter 1 Investments Practice Test    

Personal Financial Literacy             Name: ___________________________ 

Show your work on problems requiring calculations. 
 

1. Cody owns 100 shares of PEP stock. PEP pays an annual dividend of $4.00 per share. 
Cody will receive his first quarterly payment on March 30. The dividend check will be for:  

a. $400  
b. $100  
c. $4.00 

 

2. A company gets money from shareholders when:  
a. it makes a profit  
b. shares are traded between buyers and sellers  
c.  its stock is issued 

 

 

3. If you own 100 shares of MartCo stock, valued at $15.45 per share, and this stock has split 

2 for 1, then this means that  

a.  you now own 200 shares of MartCo stock worth $1,545.00  
b.  you now own 100 shares of MartCo stock worth $772.50  
c. you now own 200 shares of MartCo stock worth $$3,090.00 

  
4. You love M&Ms! You bought 210 shares of Mars Company at $24 to add to your portfolio. 

While eating away, you earned a dividend of .75 a share. Later you decide you are getting 
fat and you sell your Mars stock for $32 a share. How did your candy addiction affect you 
investment?  

a. you made $6,877.50 profit  
b. you lost $1,522.50  
c. you made $1837.50 profit 

 
 

5. The Dow Jones Industrial Average represents:  
a.  a stock index that represents 30 companies  
b.  the most popular companies on the NYSE  
c.  the 100 largest companies in America 
 

 
6. To be diversified, a portfolio must hold bonds as well as stocks.  

a. True  
b. False  
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Use the following table to answer questions 8 - 13.  

 
 
7. Which stock closed nearest its 52 week high?  

a. CocaCola  
b. PapaJohn  
c. Microsoft  

 
8. What was the closing price for PapaJohns stock on 4/19/06?  

a. $28.35  
b. $29.25  
c. $28.80  

 
 

9.  How many shares of Microsoft were traded?  
a. 33900  
b. 3,390,000  
c. 33,900,000  

 
10.  Which stock’s closing price showed the least change from the previous day?  

a. CocaCola  
b. Disney  
c. Microsoft  

 
11. The symbol pf following Disney means that this stock is  

a. preferred stock  
b. privately funded  
c. performing at a higher than usual profit margin  

 
12. If you bought 120 shares of Disney at its highest price of the year, and sold it at its lowest 

price of the year, what would be your capital gain/loss?  
a. $1,164 capital gain  
b. $1,164 capital loss  
c. $6,708 capital gain 

 
 

13. Large cap, mid caps and small caps are descriptions of:  
a. mutual funds  
b. company size and market value  
c. stock market exchanges  
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14. The S&P 500, the Nasdaq 100 and the Russell 2000 are examples of:  
a. a stock report  
b. stock exchanges  
c. stock indices  

 
 

15. Lin has $4,000 in Dell Computer stock, $2,500 in BioMed stock, $1,500 in 1stBank stock 
and $2,000 in a government bond. A broker tells Lin that her portfolio is not diversified 
enough. Lin should probably:  

a. sell some of her stock and buy a mutual fund  
b. sell the government bond and buy a mutual fund  
c. sell the Dell Computer stock and buy another bond 

 
 

16. This week, ABC stock’s price increased from $42 to $51 per share, PQR stock increased 
from $3 to $6 per share, and XYZ stock increased from $18 to $21 per share. Which stock 
showed the greatest percentage gain in value?  

a. ABC  
b. PQR  
c. XYZ 

 
17.   ______________is the total income generated by a company from its goods and services.  

a. Cash  
b. Revenue  
c. Profit  

 
18. Inflation can affect the economy, but not the earnings of a company  

a. True  
b. False  

 
 

19.  Stock prices rise because:  
a. companies are increasing dividends  
b. there are more buyers than sellers  
c. the government is raising the interest rate 

 
 

20. International events can have an affect on some stocks and the U.S. economy.  
a. True  
b. False  

 
21. If the Battery corporation has 100,000 outstanding shares and the current price per share is 

$10 per share, then the market capitalization for this company is  
a. $10,000  
b. 1,000,000  
c. $10,000,000 
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22. The stock bar chart below shows price and volume information for Medco Health Solutions 

(MHS) on January 12. What was the opening price? 
 

 
 

a. 40.92 c. 41.14 
b. 41.60 d. 40.92  

a.  

 

23. Eleanor purchased $2,568 worth of stock and paid her broker a 0.5% fee. She sold the 
stock when the stock price increased to $3,298, using an online broker that charged $7 per 
trade. What are her net proceeds? 
a. $710.16 c. $755.68 
b. $735.84 d. $851.40 

 

 

24. Marcy owns common stock in Rex’s Pet Planet. The annual dividend is $2.05. The current 
price is $5.37. What is the yield of the stock? 
a. 31.7% c. 38.2% 
b. 33.2% d. 53.7% 

 

 

25. A stock that was selling for $48 a share split 2-for-1. Before the split, the company had 3.4 
million shares of stock outstanding. What is the post-split number of shares outstanding?  
a. 10.2 million c. 2.4 million 
b. 6.8 million d. 1.7 million 

 

 

26. Which is NOT personally liable for any losses or damages because of limited liability? 
a. owner of a sole proprietorship c. partners in a partnership 
b. shareholders in a public corporation   

 

 

27. Steve and Elizabeth decide to become partners in a children’s cooking school. They need 
$80,000 for the franchise. They invest in a 3:4 ratio, respectively. About what percent of the 
business is owned by Elizabeth? 
a. 34% c. 57% 
b. 43% d. 80% 

 


