EOCT Review
Part 11
Below are the standards that we will cover as part of today’s review. You need to review these standards and make sure that you are familiar with concept or idea connected to each of them.

SSEPF1 The student will apply rational decision making to personal spending and saving choices. 
a. Explain that people respond to positive and negative incentives in predictable ways. 

b. Use a rational decision making model to select one option over another. 

c. Create a savings or financial investment plan for a future goal. 

SSEPF2 The student will explain that banks and other financial institutions are businesses that channel funds from savers to investors. 
a. Compare services offered by different financial institutions. 

b. Explain reasons for the spread between interest charged and interest earned. 

c. Give examples of the direct relationship between risk and return. 

d. Evaluate a variety of savings and investment options; include stocks, bonds, and 

    mutual funds. 

SSEPF3 The student will explain how changes in monetary and fiscal policy can have an impact on an individual’s spending and saving choices. 
a. Give examples of who benefits and who loses from inflation. 

b. Define progressive, regressive, and proportional taxes. 

c. Explain how an increase in sales tax affects different income groups. 

EOCT Content Descriptors

On the EOCT, students will be required to show an understanding or be able to apply the following concepts related to the above standards.

- differences between and among spending, saving, and investing

- wants vs. needs: reasons individuals spend, save, and invest money

- short and long-term goals associated with spending, saving, and investing money

- strategies to determine appropriate ways for individuals to spend, save, and invest money

- different types of financial institutions that compete for business and consumer money

- difference between interest paid to a financial institution and interest received

- factors that account for the amount of return when saving or investing

- differences between and among a savings account, checking account, individual stocks, bonds,   

  and mutual funds

- inflation: definition, causes, and effects

- monetary policy and fiscal policy as tools to combat inflation

- reading and interpreting scenarios, tables, and graphs related to the causes and effects of 
  inflation

- features and examples of progressive, regressive, and proportional taxes

- effects of progressive, regressive, and proportional taxes on different income levels

- analyzing arguments for and against progressive, regressive, and proportional taxes

- reading and interpreting scenarios, graphs, and tables related to progressive, regressive, and 
  proportional taxes

Concept 1: Saving and Investing
Standard(s): 

Apply rational decision making to personal spending and saving choices. 
Create a savings or financial investment plan for a future goal. 
Give examples of the direct relationship between risk and return. 

Evaluate a variety of savings and investment options; include stocks, bonds, and 

mutual funds. 

Content Descriptor(s): 

- differences between and among spending, saving, and investing

- wants vs. needs: reasons individuals spend, save, and invest money

- short and long-term goals associated with spending, saving, and investing money

- strategies to determine appropriate ways for individuals to spend, save, and invest   

 - factors that account for the amount of return when saving or investing

- differences between and among a savings account, checking account, individual stocks,  

  bonds, and mutual funds

What to know: 

People save money so they can use it later. Sometimes they save for retirement, sometimes they save for a large purchase (house or car), and sometimes they save for a rainy day. Sometimes people invest their money. Investing is different from saving in that the individual actually places the money at risk when investing. People invest because they want to try to make money with the money they already have. High risk investments pay higher rates of return than low risk investments. Stocks are certificates of ownership in a corporation. Stocks can produce high returns, but have a greater risk than bonds or CDs. Mutual Funds are an investment where a financial company diversifies and makes investment decisions on behalf of investors. Bonds are long-term investments in which the borrower pays a stated rate of return (interest) on the amount of money borrowed (principal). 
Practice Questions:



(1) Bonds

	A
	pay a fixed interest rate over a specified period of time.

	B
	are insured by the federal government.

	C
	are a consistently low-risk investment choice.

	D
	are rated according to risk from A through G.



                 (2) High returns on investments are usually associated with

	A
	short-term investments.

	B
	low risk investments.

	C
	high risk investments.

	D
	no risk investments.


(3) Victoria does not know a lot about investments. She has $10,000 she would like to invest for a few years, and wants to make sure her money is diversified. Which of the following would be Victoria’s best option?

A   buying stock in a single company

B   investing in a mutual fund

C   leaving her money in her savings account

D   buying Treasury Bonds

(4) Velma has decided to invest all of her savings into low-risk government securities. Which of the following should Velma expect from her investment?

A   a low return

B   a high return

C   to lose all of her money

D   to lose some of her investment

(5) Brian has saved up a sizable amount of money from a part-time job. He decides to invest his money in stocks, bonds, or certificates of deposit. Which investment should Brian choose if he wants a long-term, low-risk investment?

A   stocks

B   bonds

C   certificates of deposit

D   all of these investments are high-risk

(6) An investment with low risk typically will also have a _____________________ return. 

(7) Bonds can usually be considered a __________-term investment.

(8) A type of investment used for retirement is known as a ___________________ plan.

(9) CDs can be considered a low risk and a __________________-term investment.

(10) Stocks are a common form of investment that in some cases offer very large returns, but 

with a large amount of _______________________.

Concept 2: Financial Institutions
Standard(s): 

Explain that banks and other financial institutions are businesses that channel funds from savers to investors. 
Compare services offered by different financial institutions. 

Explain reasons for the spread between interest charged and interest earned. 

Content Descriptor(s): 

- different types of financial institutions that compete for business and consumer money

- difference between interest paid to a financial institution and interest received

What to know: 

Financial institutions provide a service as intermediaries of the capital and debt markets. They are responsible for transferring funds from investors to companies, in need of those funds. The presence of financial institutions facilitates the flow of money through the economy. Interest is what you earn when you let people borrow your money.  Interest is also the cost you have to pay when you borrow someone else's money. Financial institutions (banks) pay you interest to leave your money with them. You pay interest when you borrow money from the bank. Banks always charge more in interest than they pay out. This is how banks and financial institutions make a profit.
Practice Questions:
(1) There are three banks in Columbus. You have just moved there and are looking to open an account at a bank. Which of the following would you want to know before opening an account?

A   what interest rates each bank charged on loans

B   what interest rates each bank pays on savings accounts

C   how close the bank is to your home and job

D   all of the above

(2) Which of the following best explains how banks and other financial institutions make money?

A   they charge extra fees for most banking services

B   they pay competitive interest rates to attract customers

C   they are funded by the government

D   they charge higher interest rates on loans than they pay out on savings



(3) Banks exist to provide a connection between those who want to save and invest money and those who want to borrow money. Banks attempt to provide this service and make a profit as well. If a bank decided to pay 3% interest on deposits, then what would the bank have to charge on loans in order to make a profit?

	A
	3% interest

	B
	less than 3% interest

	C
	more than 3% interest

	D
	no interest should be charged


(4) Explain how banks and other financial institutions channel funds from savers to investors. 

______________________________________________________________________________

______________________________________________________________________________

(5) List three things you should consider when choosing a financial institution. 

#1: ____________________________________________________________________

#2: ____________________________________________________________________

#3: ____________________________________________________________________

(6) Define interest. ______________________________________________________________

______________________________________________________________________________

Concept 3: Taxes

Standard(s): 

Define progressive, regressive, and proportional taxes. 

Explain how an increase in sales tax affects different income groups. 

Content Descriptor(s): 

- features and examples of progressive, regressive, and proportional taxes

- effects of progressive, regressive, and proportional taxes on different income levels

- analyzing arguments for and against progressive, regressive, and proportional taxes

- reading and interpreting scenarios, graphs, and tables related to progressive, regressive,  

  and proportional taxes

What to know: 

Taxes are money collected from the citizens by the government. A proportional tax is one that imposes the same percentage on everyone, regardless of income. A progressive tax is one that imposes a higher percentage of tax on persons with higher incomes. A regressive tax is one that imposes a higher percentage on low incomes than on high incomes. A sales tax is a tax on goods at the point of purchase. Most counties in Georgia charge a 7¢ tax on every $1.00 of a purchase. Therefore, a $10.00 purchase will actually cost $10.70. A sales tax is a REGRESSIVE Tax. This is true because 7¢ is a larger percentage of a poor person’s income than a rich person’s. Example: Bobby makes $5.85 an hour. He has to buy $100 a week in groceries to feed his family. If sales tax is at 7%, then Bobby will have to work more than an hour just to pay for the tax on the food.

Practice Questions:
(1) If a candidate for President supports a tax that impacts the rich more than the poor, then that candidate is supporting what kind of tax?

A   sales tax

B   regressive tax

C   proportional tax

D   progressive tax

(2) John is an engineer who earns a high salary working for a large firm in Atlanta. Dustin is a manager at a local fast-food restaurant who earns a decent income. Bobby is migrant worker who picks cabbage for $1.75 an hour.  A 2¢ increase in the sales tax will impact which of these individuals the most?

A   John

B   Dustin

C   Bobby

D   they will all be impacted the same amount

(3) Explain how sales tax impacts people of different income levels differently. ___________________

______________________________________________________________________________

(4) Define proportional, progressive, and regressive tax. ____________________________________

______________________________________________________________________________
















































