Unit 5 Personal Finance Essential Questions - KEY
1. What 2 choices do people have with their after tax income - Spend it now or save for the future.
2. What is the opportunity cost of holding money -  The interest you could have earned by putting the money in some kind of financial investment.
3. Name 3 types of financial investments – Savings Acct, CD, Bonds
4. What is diversification - The spreading out of funds into different kinds of investments in order to minimize risk.
5. What are 2 big advantages associated with a 401k plan – Tax deferred & employer matches contributions 
1. What are 2 differences between banks and credit unions – Have to be a member of a credit union & offers better rates on loans or savings accounts.
2. What is the interest rate spread – When the interest on loans is greater than the interest paid to depositors for their money. 
3. What is the relationship between risk and return – The greater the risk, the greater the return and vice versa
4. What is simple interest – When interest is calculated only on the original loan amount (principal).
5. What is compound interest - Where interest is earned not only on the principal but also on interest earned from previous periods.
1. What is credit - Refers to the ability to borrow money.
2. When comparing loans, what is the first thing to look at - The annual percentage rate (APR) on the loan.
3. Why do borrowers pay higher interest rates on credit cards – They are unsecured loans, meaning the borrower doesn’t have to put up any collateral in case of default.  
4. What 3 factors determine credit worthiness – Annual income, Amount of current debt you have & Timeliness of repaying your loans
5. What is the purpose of insurance - To guard against a potentially disastrous event in the future.
1. Name 3 types of insurance commonly purchased – Health, Auto, Home & Life
2. What is the best way to invest in human capital - Education
3. Name the 4 categories of labor – Unskilled, Semi-Skilled, Skilled, Professional
4. Which type of labor can work with complex equipment and perform tasks with little supervision - Skilled
5. Which type of labor has the highest level of knowledge based education and managerial skills - Professional
1. What is a progressive tax? Give an example – When the tax rate increases as income increases (Federal income tax)
2. What is a regressive tax? Give an example – When the tax rate decreases as income increases (Sales tax)
3. What is a proportional tax? Give an example – When the tax rate remains constant as income increases (FICA taxes).
4. Which of the 3 types of taxes hits poor families the hardest – Regressive tax
5. What do FICA taxes include – Social Security & Medicare
