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section:

review questions

After each of the following statements, circle T for a true statement or F for a false statement.

For
Answers Scoring
1. Most disadvantages of credit can be eliminated by wise use of credit. T F 1.
2. Department stores, drug stores, and finance companies are all examples
of retail outlets. T F 2.
3. Interest rates on loans are usually higher at credit unions than they
are at banks. T F 3.
4, Where no usury laws exist, financial institutions may charge whatever
rate of interest is agreed upon. T F 4.
5. In an installment purchase agreement, the item you are purchasing will
serve as the collateral. T F 5.
6. Affinity cards charge higher interest rates than regular bank credit cards. T F
7. Credit has helped the American economy to grow at a healthy pace. T F 7.
8. Buying over the Internet has led to concerns about the security of online
credit purchases. T F 8.
9. The Truth-in-Lending law requires all lenders to calculate APR the
same way. T F 9
10. Handling charges and service charges are other names for service charges. T F 10

On the line at the right of each sentence, print the letter that represents the word or group of words
correctly completing the sentence or answering the question.

1. Credit cards such as VISA and MasterCard are examples of (a) 30-day
credit agreements, (b) revolving credit agreements, (c) APRs,
(d) installment loans. 1.

2. Which of the following is an example of service credit? (a) telephone bill,
(b) bank credit card, (c) gasoline purchase, (d) retail store agreement 2.

3. Finance companies charge higher rates of interest on loans because
(a) they are small and have less money to lend, (b) they have lenient
loan policies, (c) they take more risk, (d) they compete with banks and

savings and loans for business. 3.
4. Pawnbrokers sell merchandise you have pawned, called , if you

do not repay the loan plus interest by a specified date. (a) note,

(b) security, (c) capital, (d) collateral 4,

5. Which statement about an installment purchase agreement is not true?
(a) Interest is included in each monthly payment. (b) New purchases
may be added on. (¢) New purchases may not be added on.
(d) This type of account generally has a maximum amount. 5.

6. General Motors Acceptance Corporation (GMAC) is an example of a
(a) retail store, (b) credit union, (c) sales finance company, (d) loan shark. 6.

158



	Chapter_16_Workbook

