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$$0

What is one way that international banking impacts the financial services

industry throughout the world?

A. Eliminates regulations 

B. Controls interest rates 

C. Affects services and fees

D. Increases value of investments

/C

Affects services and fees.  As a result of the growth of international banking,

many large banks now have foreign branches and operate throughout the world.

This means that they have an impact on the international financial services

industry.  For example, a large international bank that does business in

several countries affects the services that local banks offer and the fees they

charge.  If an international bank offers unique services for free, the local

banks often must follow suit or risk losing business.  Also, several

international banks operating in the same city, such as New York, impact each

other and increase competition.  Most international banks are regulated.

Governments usually control interest rates within their countries.

International banking does not increase the value of investments.

$$1

An important aspect of marketing in the financial services industry involves

attracting customers by

A. advertising the lowest prices. 

B. using special displays in lobbies. 

C. offering products that satisfy their needs.

D. limiting the availability of unique products.

/C

Offering products that satisfy their needs.  Marketing is the process of

planning and executing the conception, pricing, promotion, and distribution of

ideas, goods, and services to create exchanges that satisfy individual and

organizational objectives.  An important aspect of marketing in the financial

services industry involves offering products that satisfy customers' needs.  If

customers do not need the products, they will not buy them, even if the

products are advertised as being low priced or are promoted in lobby displays.

Therefore, it is important to identify the types of products that the target

market wants.  Limiting the availability of products is not an effective

marketing technique because it makes buying difficult.

$$2

Which of the following is an example of a bank teller transferring funds

between accounts:

A. Cashing a customer's payroll check

B. Selling a long-term certificate of deposit

C. Establishing an individual retirement account

D. Processing a withdrawal from savings to checking

/D

Processing a withdrawal from savings to checking.  Customers often transfer

funds from a savings account to a checking account to cover unexpected expenses

or emergencies.  A bank teller processing the withdrawal slip to move money

from a savings to a checking account is an example of transferring funds

between accounts.  Simply cashing a check, selling a certificate of deposit, or

establishing a retirement account do not involve transferring funds between

accounts.  To transfer funds, money must be moved from one account to another.

$$3

A small business that uses a bookkeeping system that records only income and

expenses is using a __________ system.

A. single entry 

B. balance sheet 

C. double entry

D. general ledger

/A

Single entry.  The single entry bookkeeping system records only income and

expenses and is effective for most small businesses.  Businesses that use this

system usually keep a revenue and expense journal, and list transactions for

which monies were received and transactions for which monies were paid out.

Once a business expands and becomes more complex, it will need to use a double

entry system, which involves recording each transaction twice.  Balance sheet

and general ledger are not bookkeeping systems.

$$4

Calculate the total amount of assets that would appear on a balance sheet if a

business has $25,000 in cash, $42,500 in accounts receivable, $82,300 in

equipment, $4,000 in investments, and a mortgage of $36,500.

A. $117,300 

B. $124,800 

C. $153,800

D. $190,300

/C

$153,800.  A business's balance sheet shows the business's financial condition

at a certain point in time.  It includes all assets, liabilities, and the

owner's equity.  Total assets include such items as cash, accounts receivable,

inventory, machinery and equipment, buildings, and investments.  In this

example, add the cash, accounts receivable, equipment, and investments to

calculate total assets ($25,000 + $42,500 + $82,300 + $4,000 = $153,800).  A

mortgage is a liability, or debt, rather than an asset.

$$5

Which of the following is an example of bank managers dealing unethically with

employees:

A. Downsizing the workforce 

B. Offering limited part-time options 

C. Monitoring use of supplies

D. Disciplining a whistle blower

/D

Disciplining a whistle blower.  A whistle blower is an employee who informs on

a bank that is doing some-thing wrong or harmful.  In most cases, the employee

tells an agency that has the authority to make the bank change its ways.  An

example is an employee reporting a safety hazard to an agency that can make the

bank correct the problem, pay a fine, or both.  If banks take disciplinary

action against a whistle blower, they are being unethical because the employee

has the right to report wrongdoing.  Unethical discipline might include giving

the employee bad performance ratings that are not appropriate or denying

promotions that have been earned.  Ethical banks try to treat all employees

equally and not punish those who point out problems.  Downsizing the workforce

is ethical if handled correctly and often occurs when the economy is slow.

Banks are not required to offer part-time positions.  Monitoring the use of

supplies is a routine business activity.

$$6

One reason many financial institutions maintain ATMs in all of their branch

locations is to

A. provide a safe transaction area. 

B. save time for customers and tellers. 

C. update routine account information.

D. monitor the amount of money being withdrawn.

/B

Save time for customers and tellers.  Some financial institutions are extremely

busy, and long lines for service are common.  To solve this problem, many

institutions maintain ATMs in all of their locations so customers can serve

themselves and process their own transactions.  For example, ATMs allow

customers to access their accounts to withdraw or deposit funds and check the

balances on their accounts.  This process saves time for customers who do not

need to wait in line, and also saves time for tellers who do not need to

process simple transactions that customers can complete themselves.  ATMs

located inside a branch location are usually considered safe, although that is

not the main reason for maintaining them.  Financial institutions do not

maintain ATMs in their branches to monitor the amount of money being withdrawn

or update routine account information.  The computer system updates the

information.

$$7

When closing the teller work station, it is important for the teller always to

A. re-strap the cash. 

B. count and roll coins. 

C. lock the cash drawer.

D. remove personal checks.

/C

Lock the cash drawer.  The cash drawer is a part of the teller machine.  When

closing the work station, either during the day or for the night, the teller

should lock the machine so it will be impossible for someone else to open the

cash drawer and remove funds.  Making sure that the money is protected is an

important aspect of closing the teller work station.  Closing the teller work

station does not involve counting and rolling coins, re-strapping the cash, or

removing personal checks.  These activities take place throughout the day

depending on the accumulation of money and checks.

$$8

What is a spreadsheet software program's calculation for next year's operating

expenses based on the following information:  an increase of 5% over current

sales of $675,500 a year, and a 3% increase in operating expenses that are

currently 40% of sales.

A. $283,710.00 

B. $290,465.00 

C. $304,988.25

D. $312,326.25

/C

$304,988.25.  Spreadsheet software programs are designed to organize,

calculate, and analyze mathematical or numerical information.  Financial

services often use spreadsheet programs to calculate projected increases in

sales and operating expenses.  In this situation, the business expects

increases in sales as well as operating expenses next year.  To calculate next

year's operating expenses, first determine next year's sales by multiplying

this year's sales by the expected increase and adding that figure to the

current sales figure ($675,500 x 5% or .05 = $33,775; $675,500 + $33,775 =

$709,275).  To determine next year's operating expenses, add the current rate

to the rate of increase and multiply that figure by next year's sales (40% + 3%

= 43%; $709,275 x 43% or .43 = $304,988.25).

$$9

Which of the following is an example of a security issue that a financial

institution should consider:

A. Potential bomb threat 

B. Customer becoming ill 

C. Employee falling on ice

D. Possible electrical fire

/A

Potential bomb threat.  Financial institutions face a variety of security

considerations on a regular basis.  Institutions should be prepared for all

possibilities even if they are unlikely to occur.  An example of a security

issue is a potential bomb threat.  Although this doesn't happen often, any

financial institution might become the target of a bomb threat and should be

ready to handle the situation to protect customers and employees.  Customers

becoming ill, employees falling on ice, and possible electrical fires are

safety concerns rather than security issues.  Financial institutions usually

develop plans to handle these situations.

$$10

Which of the following can a bank teller do to reduce the risk of loss by

cashing forged or fraudulent checks:

A. Avoid becoming distracted 

B. Always obtain a manager's approval 

C. Carefully examine large bills

D. Question customers' intentions

/A

Avoid becoming distracted.  Forgers and others who are trying to cash

fraudulent checks often try to distract bank tellers so the tellers do not take

the time to examine the checks.  They might try to rush the tellers by saying

they are late for an important meeting, are double-parked, or that a sick

friend is waiting in the car.  Tellers should not let customers rush them,

regardless of the explanation.  They should stay focused on what they are doing

and follow the bank's procedures to reduce the risk of loss by cashing forged

or fraudulent checks.  Tellers need to obtain a manager's approval only if

there is a question about a check.  Carefully examining large bills will not

help to reduce the risk of cashing forged checks.  Tellers should be careful

about questioning customers' intentions to avoid insulting or offending them.

$$11

What should bank employees do in the event that a fire breaks out during the

workday?

A. Turn off electrical devices 

B. Look for a fire extinguisher 

C. Put valuables in the vault

D. Notify employees' relatives

/C

Put valuables in the vault.  If a fire breaks out during the workday, bank

employees should know what steps to take to protect themselves, customers, and

valuables.  As quickly as possible, employees should collect the cash and

negotiable notes and bonds, put them in the vault, and lock the vault.  Once

the vault is locked, it is fireproof.  It is important for bank employees to

try to safeguard the valuables, but they should consider their own safety

first.  Employees should not waste time turning off electrical devices,

notifying employees' relatives, or looking for a fire extinguisher.  They

should know where the extinguishers are located in the event of a fire.

$$12

One reason banks often require collateral when loaning money to customers is to

eliminate

A. liability. 

B. embezzlement. 

C. fraud.

D. kiting.

/A

Liability.  There are certain liabilities associated with providing financial

services, and one of these is the risk that loans will not be repaid.  To

eliminate that liability, banks often require collateral when loaning money to

customers.  Then, if customers are unable to repay the loans, the banks can

sell the collateral to compensate for the amount that is owed.  Embezzlement,

fraud, and kiting are security issues related to providing financial services.

However, requiring collateral will not eliminate those types of problems.

$$13

Leaving both exterior and interior lights on in a financial institution

throughout the night is often an effective way to prevent

A. robberies. 

B. accidents. 

C. injuries.

D. burglaries.

/D

Burglaries.  A burglary is an illegal entry into a building to commit a theft.

Financial institutions are often able to prevent burglaries by leaving both

exterior and interior lights on throughout the night.  Burglars are less likely

to try to gain entrance to a building that is well lit because there is an

increased risk that they will be noticed.  The additional cost of lighting is a

small price to pay to prevent burglaries.  A robbery is theft that involves the

use of force, violence, or fear and usually occurs when the institution is

open.  Financial institutions usually do not leave interior and exterior lights

on throughout the night to prevent accidents and injuries because employees and

customers normally are not on the premises at that time.

$$14

Which of the following is a procedure that most financial services institutions

develop to handle emergencies:

A. Call for appropriate help 

B. Arrange for transportation 

C. Lock the vault door

D. Identify valuable evidence

/A

Call for appropriate help.  Financial services institutions develop procedures

to handle various types of emergencies.  One important procedure is to call for

appropriate help depending on the type of emergency.  When customers or other

employees become ill or are injured, it is appropriate to call for an ambulance

or rescue squad.  If a fire breaks out, it is appropriate to call the fire

department and police.  Institutions usually keep a list of phone numbers so

employees can quickly call for help.  Financial institutions usually do not

arrange for transportation.  It is not necessary to lock the vault door for all

types of emergencies, and it will be impossible to do so for some emergencies

such as a robbery.  The police and other law enforcement agencies identify

valuable evidence.

$$15

What should you include in a persuasive message to support your statements?

A. Educated guess 

B. Logical evidence 

C. Simple language

D. Personal opinion

/B

Logical evidence.  Statements in a persuasive message should be supported with

logical evidence.  It is not effective to ask customers to do something without

providing supporting information.  Facts and statistics are types of logical

evidence that have a positive impact on customers and help to support your

message.  Logical evidence is much more effective than an educated guess or a

personal opinion because guesses and opinions may be inaccurate.  Using simple

language is a writing technique that does not necessarily support your

statements.

$$16

Which of the following is an example of distribution in the financial services

industry:

A. Obtaining traveler's checks to sell

B. Opening a savings account for a customer

C. Calculating interest on an installment loan

D. Returning canceled checks to the issuing bank

/B

Opening a savings account for a customer.  In the financial services industry,

distribution involves making financial products available to customers when and

where customers want them.  An example of distribution is opening a savings

account for a customer.  A customer visits a financial institution and an

employee completes the necessary paperwork to establish a savings account.  The

employee is distributing the financial service, a savings account, to the

customer.  After an institution obtains traveler's checks, it can make them

available to customers, which is a distribution function.  Calculating interest

on a loan and returning canceled checks to the issuing bank do not involve

distributing financial products to customers.

$$17

What type of technology allows a business to have a credit union employee sign

an electronic pad to verify that the credit union received a shipment?

A. Imaging 

B. Satellite 

C. Radio

D. Analog

/A

Imaging.  Imaging technology makes it possible for businesses to scan or take

electronic photographs of documents.  This technology allows business to have a

credit union employee sign an electronic pad to verify that the customer

received a shipment.  The pad stores an image of the signature that can be

down-loaded and printed if the company needs proof of delivery.  Satellite

technology is often used to track orders during the shipping process.  Radio

and analog are not types of technology that allow a business to have a customer

sign an electronic pad to verify that an order was received.

$$18

Providing quality customer service is one reason why financial institutions

often coordinate distribution with other

A. business objectives. 

B. operating techniques. 

C. staffing procedures.

D. marketing activities.

/D

Marketing activities.  Distribution is one of the marketing functions that must

work with the other marketing activities to get goods and services from

producers to consumers.  The goal of marketing is to satisfy consumer wants and

needs while achieving company goals.  Financial institutions cannot satisfy

those needs and provide quality customer service unless all the marketing

activities work together.  For example, financial institutions are only able to

serve customers when they have the advertised financial products available and

at the right price.  Business objectives are the goals that a company wants to

reach.  Operating techniques are the ways that a business functions on a daily

basis.  Staffing procedures involve finding workers for the business.

$$19

Providing online distribution of products is one way that some investment

businesses are able to use the distribution function to

A. eliminate warehousing. 

B. improve customer service. 

C. speed up the billing process.

D. reduce the cost of advertising.

/B

Improve customer service.  Being able to quickly deliver products to customers

often results in improved customer service.  Some investment businesses are

able to do this by providing online distribution, depending on the nature of

the products.  For example, some investment magazines and newspapers distribute

online versions of their publications that consumers can access free or on a

subscription basis.  Other businesses sell financial planning software online

that customers can download immediately.  The advantage of online distribution

is that customers can obtain products at their convenience, which often

improves service.  Online distribution does not necessarily eliminate

warehousing because the business may sell other products that cannot be

delivered in that manner.  Online distribution does not speed up the billing

process or reduce the cost of advertising.

$$20

Why is it important for banks to maintain an adequate supply of brochures in

the lobby display racks?

A. To provide reading material 

B. To support the sales effort 

C. To monitor inventory level

D. To decorate the seating area

/B

To support the sales effort.  Banks provide brochures to customers to inform

them about available financial products and encourage them to buy.  Having an

adequate supply of these brochures in the lobby display racks is an effective

way to promote products.  Customers will see the brochures and ask bank

employees to further explain the features and benefits.  The employees can use

the brochures to support the sales effort.  However, if brochure racks are not

stocked regularly, the bank will miss an opportunity to promote products and

increase sales.  Although the brochures are meant to be read, banks do not

stock them simply to provide reading material.  Banks do not stock brochure

racks to decorate the seating area.  Banks need to monitor the inventory level

to make sure there is an adequate supply of brochures on hand at all times.

$$21

Credit unions regularly meet with channel members to discuss problems and

improve performance in order to develop

A. transportation systems. 

B. cost-effective operating hours. 

C. long-term partnerships.

D. routine buying procedures.

/C

Long-term partnerships.  Most credit unions want to develop long-term

partnerships with channel members because it is more cost effective to maintain

a relationship with an existing member than to locate new channel members.  To

accomplish this, credit unions often meet regularly with channel members to

discuss problems and evaluate performance.  This gives both the credit union

and the channel members an opportunity to discuss problems and decide on a

mutually satisfactory solution.  By working together, the credit union and the

channel members can improve performance and develop a long-term partnership.

Credit unions and channel members do not meet regularly to develop

transportation systems, cost-effective operating hours, or routine buying

procedures.

$$22

Which of the following is a characteristic of a tight money supply:

A. Credit is expensive. 

B. Consumers spend more. 

C. Businesses expand.

D. Employment increases.

/A

Credit is expensive.  When the money supply is tight, there is less money in

circulation which means there is less money available to loan.  As a result, it

is expensive to obtain credit because financial institutions usually charge

high interest rates on the money that is available.  Many consumers and

businesses put off borrowing money when the money supply is tight.  This also

causes consumers to spend less, businesses to cut back on expanding, and

employment to decrease.

$$23

There are 634,820 people in the labor force in a large metropolitan area.  If

34,290 are currently out of work, what is the rate of unemployment?

A. 5.4% 

B. 5.8% 

C. 6.3%

D. 6.9%

/A

5.4%.  The unemployment rate is the percentage of those unemployed people in

the labor force who are actively looking for work.  To calculate the rate of

unemployment, divide the number of unemployed by the number in the labor force

(34,290 ÷ 634,820 = .0540 or 5.4%).  The rate of unemployment is used to

analyze the condition of the economy.  A low unemployment rate indicates a

healthy economy because most of the people who want to work are working.

However, a high unemployment rate indicates a slowdown in the economy because

more people are out of work.

$$24

Which of the following is an example of a government making an economic

decision that affects financial institutions:

A. Raising taxes 

B. Paying tariffs 

C. Storing money

D. Monitoring exports

/A

Raising taxes.  Many of the economic decisions made by governments have a

significant effect on financial institutions.  Raising taxes is one of these

economic decisions.  When governments raise taxes, individuals pay more money,

which reduces the amount of money they have to spend on other items.  This

affects financial institutions because individuals will not be able to save or

invest as much, which means that the institutions will also have less available

to invest or loan.  Businesses that import goods from other countries are

responsible for paying tariffs.  Storing money and monitoring exports are not

economic decisions.

$$25

If a small country exported a total of $1,000,000 dollars worth of goods and

services for one year and imported $500,000 dollars worth of goods and services

during the same year, the country's trade position could best be described as a

A. trade deficit. 

B. trade surplus. 

C. balance of trade.

D. balance of payments.

/B

Trade surplus.  A trade surplus occurs when a nation's exports are greater than

its imports.  A trade deficit occurs when more goods and services are imported

than exported.  A balance of trade refers to the difference between the value

of exports and imports.  A balance of payments refers to the way a country

keeps track of its money flow or the difference between money coming in and

money leaving a country.

$$26

Which of the following organizations accepts financial contributions from

developed nations and provides financial services to less developed countries:

A. World Bank 

B. International Monetary Fund 

C. Marshall Plan

D. World Trade Organization

/A

World Bank.  The World Bank provides financial assistance to developing

nations.  It accepts contributions from developed nations and uses those funds

to provide loans and other types of financial assistance to less developed

countries.  The World Bank facilitates the exchange of money and services in an

effort to promote development.  The International Monetary Fund often helps

less developed nations restructure their loans.  The Marshall Plan was a

foreign aid program after World War II.  The World Trade Organization

negotiates trade agreements and promotes free trade throughout the world.

$$27

Which of the following is an example of a business using technology in the

financing function:

A. Ordering specialized checks 

B. Reviewing account balances online 

C. Sending payment to vendors

D. Contacting tellers for information

/B

Reviewing account balances online.  Online banking allows businesses to perform

many of the transactions that previously required the help of bank employees.

Because of computer technology, a business's computer can connect with a bank's

computer system by way of the Internet.  Then, the business can perform various

transactions such as review balances in checking and savings accounts, transfer

funds from one account to another, and pay bills.  This technology makes its

possible for a business to access its financial information at any time without

contacting the bank.  Ordering specialized checks and contacting tellers for

information are not examples of using technology in the financing function.

Electronically sending payment to vendors is a use of technology; however,

sending payment by way of conventional checks is not a use of technology.

$$28

Which of the following aspects of determining the creditworthiness of customers

is often the most difficult to measure:

A. Capacity 

B. Character 

C. Capital

D. Conditions

/B

Character.  Character is basically a customer's willingness to repay a debt or

loan.  Although customers may be willing, there may be other factors that

prevent them from repaying.  For example, a sudden loss of employment or

medical emergency might make it impossible for a customer to make payments.

Therefore, character is often the most difficult aspect to measure when

determining creditworthiness.  Some customers may seem to be of good character

when they are not.  Capacity, capital, and conditions are aspects of

determining the creditworthiness of customers that are much easier to measure

because they are based on factors such as income, assets, job security, etc.

$$29

A bank teller who restricts a certain amount of a customer's checking account

until a recently cashed out-of-state check clears is

A. charging an overdraft fee. 

B. placing a hold on the account. 

C. reconciling the account.

D. arranging for later payment.

/B

Placing a hold on the account.  In some cases, customers cash checks that are

drawn on other local banks or out-of-state banks.  When that happens, bank

tellers often pay out the funds but place a hold on the customer's checking

account for that amount until the check has cleared.  For example, if a

customer has $500 in a checking account and cashes an out-of-state check in the

amount of $100, a hold for $100 is placed on the account.  Until the check

clears, the customer has access to only $400 in the account.  Charging an

overdraft fee, reconciling the account, or arranging for later payment do not

involve restricting a certain amount of a customer's checking account.

$$30

One reason why many businesses decide to accept bank cards is to avoid the

problem of

A. collecting bad debts. 

B. sending monthly statements. 

C. calculating interest.

D. saving printed receipts.

/A

Collecting bad debts.  Deciding whether to accept credit cards is a major

decision that affects most businesses.  There are many good reasons to accept

credit cards, and one of them involves eliminating the problem of trying to

collect bad debts.  When a customer pays with a credit card, the credit-card

company guarantees payment to the business and then collects the amount from

the customer.  The business does not need to worry about bad debts.  This

feature often makes it less costly for a business to accept credit cards even

though it must pay a fee to the credit-card company.  It is not a problem for a

business to send monthly statements, calculate interest, or save printed

receipts.

$$31

One reason it is important for businesses to analyze the rating system used by

a credit bureau when reviewing customers' applications for credit is because

some information

A. may be unverified. 

B. explains employment. 

C. is confidential.

D. concerns education.

/A

May be unverified.  Credit bureaus obtain information from a variety of sources

but usually do not verify that information.  As a result, businesses should

analyze the rating system when reviewing a credit report.  If information on

customers' applications for credit does not coincide with the information in a

credit report, the business might want to investigate further.  For example, a

credit report might indicate that an applicant has worked for an employer for

only a few months when the applicant has been employed for several years.

Businesses need to decide for themselves how much they want to rely on outside

information that may not be verified.  Information in credit reports usually

explains employment and education and is not confidential.

$$32

A bank charging a business a penalty fee for paying off a long-term loan before

it is due is one of the __________ of obtaining credit.

A. costs 

B. risks 

C. facts

D. traits

/B

Risks.  There are risks involved in obtaining credit, and businesses should

evaluate the risks before proceeding.  One risk is a penalty fee for paying off

a loan before it is due.  Banks earn interest on loans so if businesses pay off

the loans early, the banks lose income.  To compensate, banks often charge a

penalty for early payment.  Businesses need to decide if it is more cost

effective to pay the penalty, which may be sizeable, or continue regular

payments throughout the life of the loan.  In some cases, businesses may

actually save money by paying the penalty and terminating the loan early

because they will save more money in interest.  However, if it is near the end

of the loan period, paying off the loan and paying a penalty may be costly.

Paying a penalty is only a cost if the business pays off the loan early;

therefore, it is not a routine cost associated with obtaining credit.  A fact

is information.  A trait is a personal characteristic.

$$33

Banks gather marketing information from both internal and external sources to

make decisions about

A. promoting employees. 

B. remodeling facilities. 

C. developing brochures.

D. eliminating services.

/D

Eliminating services.  Before deciding to eliminate some existing services, a

bank needs to gather marketing information to find out what services its

customers want and need.  A bank would obtain available data from both internal

and external sources.  This might involve conducting a survey of customers to

find out what they want or analyzing internal sales reports to find out which

services are not popular.  Once banks have gathered and analyzed the marketing

information, they can make decisions about deleting those financial services

that customers do not want or need.  Banks do not gather marketing information

from internal and external sources to make decisions about promoting employees,

remodeling facilities, or developing brochures.

$$34

A business that publishes marketing information but ignores pertinent financial

data and misuses statistics often compromises its

A. availability. 

B. confidentiality. 

C. elasticity.

D. credibility.

/D

Credibility.  To protect its integrity, businesses should report findings in a

truthful manner.  By misrepresenting material, the business runs the risk of

losing the public's trust.  A loss of trust might lead to financial losses or

closure for the business.  Availability refers to the level of accessibility or

the ability to obtain something.  Confidentiality refers to the level of one's

privacy.  Elasticity is a term used to describe the economic condition of how

changes in price affect changes in the amounts of products that are demanded

and supplied.

$$35

Which of the following is demographic information that businesses might monitor

when making marketing decisions:

A. Income 

B. Opinions 

C. Traits

D. Values

/A

Income.  Demographics refer to the physical and social characteristics of the

population.  Factors such as age, gender, education, occupation, and income are

often considered when conducting marketing research.  Opinions, traits, and

values are considered psychological factors.

$$36

An Internet researcher looking for existing data regarding specific

individuals, financial organizations, or services often finds the information

by accessing

A. Java scanning systems.   

B. universal resource locators.   

C. protected blogging sites.

D. online directory databases.

/D

Online directory databases.  A database is a central location that holds

information and facts.  An online directory database is an Internet database

where researchers can obtain information regarding specific individuals,

organizations, or services.  For example, a researcher might find information

regarding mortgage companies in a specific city by accessing the online version

of the city's chamber of commerce membership directory or listing.  To have

access to information, the researcher might pay a fee or be a member of the

organization.  Java scanning systems, universal resource locators, and

protected blogging sites are not commonly used terms to describe Internet

marketing-research methodology.
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What do financial institutions often develop to be able to identify and offer

the types of services that their customers want and need?

A. Traffic pattern 

B. Promotional plan 

C. Accurate profile

D. Marketing process

/C

Accurate profile.  To be able to identify and offer the types of services that

their customers want and need, financial institutions first need to know who

their customers are.  Developing an accurate profile of their customers will

allow financial institutions to meet their customers' needs.  For example, they

need to know the common characteristics of their customers such as average age,

income level, education, etc.  Then, they can tailor their services to fit that

profile.  For example, a financial institution whose customers are senior

citizens will offer different services than an institution whose customers are

families with young children.  A traffic pattern indicates the path that

customers follow after entering the financial institution.  A promotional plan

is a framework for the promotional activities of a business.  Marketing is the

process of planning and executing the conception, pricing, promotion, and

distribution of ideas, goods, and services to create exchanges that satisfy

individual and organizational objectives.
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Which of the following statements is true regarding sequential database systems:

A. Sequential database systems only allow two data fields to be paired at one

     time.

B. Sequential database systems are primarily used for information obtained from

     secondary sources.

C. Sequential databases can store a broader width of information than

     relational database systems.

D. An advantage in using sequential databases is that information can easily be

     categorized into groups.

/A

Sequential database systems only allow two data fields to be paired at one

time.  Sequential database systems organize and structure information in a very

simple manner.  To use a sequential database, only two data fields can be

linked at one time.  Once linked, the data fields can be linked to another data

field.  Secondary data are not necessarily the only type of information stored

in sequential database systems.  The width of a database refers to the number

of records it stores.  The width of a database is dependent on the number of

records the business places in the database rather than the type of database it

is using.  Sequential databases are not necessarily easy to categorize into

groups (subsets) since data fields are paired one at a time.
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What might a bank decide to do based on marketing information that indicates

that many of the bank's customers are retiring and changing their lifestyles?

A. Provide local transportation 

B. Sponsor senior-citizen trips 

C. Arrange for valet parking

D. Offer age-related services

/D

Offer age-related services.  Banks monitor marketing information and use that

information to make decisions about financial services.  If marketing

information indicates that many customers are retiring and changing their

lifestyles, a bank probably would decide to modify, or revise, the types of

services it offers.  For example, older customers would be interested in

retirement accounts, help with planning wills and setting up trust funds, and

other age-related services.  A bank probably would not decide to provide local

transportation, sponsor senior-citizen trips, or arrange for valet parking

based on marketing information that indicates that many customers are retiring

and changing their lifestyles.
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An oral presentation is often more effective than a written report because it

A. allows direct interaction between the presenter and the audience.

B. eliminates the need to document the information in a written format.

C. provides the presenter an effective means of communication without

     distractions.

D. reduces the risk of the audience misunderstanding or misinterpreting the

     message.

/A

Allows direct interaction between the presenter and the audience.  It is common

practice to conduct a question and answer session at the end of an oral

presentation.  This form of interactive communication allows the presenter to

immediately clarify information for audience understanding.  Because reading is

a solitary activity, the audience does not generally have the opportunity to

ask the writer questions until a later time.  Oral presentations are often

subject to audience distractions such as noisy conditions (e.g., ringing cell

phones).  Distractions often hinder an audience member's listening skills and

can cause a message to be misinterpreted or misunderstood.  Oral presentations

do not necessarily eliminate the need to document the information in a written

format.  Often, the oral presentation is designed to follow the format of the

written report.
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One of the main reasons for target marketing in the financial services industry

is to

A. offer more products. 

B. attract free publicity. 

C. generate new business.

D. learn customers' names.

/C

Generate new business.  Target marketing is the identification and selection of

markets for a financial business or for a product.  One reason financial

institutions are involved in target marketing is to generate new business.

Institutions realize that customers leave for various reasons and it is

necessary to constantly replace them.  Identifying new target markets is a way

to generate new business.  For example, a financial institution might decide to

target newcomers to the area or recent graduates to expand the business.

Financial institutions try to offer the products that appeal to their target

market rather than more products.  Target marketing does not attract publicity.

It is often necessary to learn customers' names to personalize information to

make target marketing more effective.
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Why is it important for an investment business to conduct a situational

analysis during the marketing planning process?

A. To identify customers 

B. To ward off problems 

C. To forecast expenses

D. To redesign products

/B

To ward off problems.  Investment businesses conduct situational analyses to

obtain information about changes or trends that are beginning to develop in the

environment or marketplace.  This procedure allows businesses to identify

changes at an early stage and ward off potential problems.  It is important for

businesses to understand changes in their external environment in order to

adapt and avoid problems.  Without this information, businesses may be

unprepared to deal with problems that might cause them to lose their

competitiveness or even fail.  A business would not conduct a situational

analysis to identify customers, forecast expenses, or redesign products.

However, a business might redesign products after conducting a situational

analysis and finding that they were losing their appeal in the marketplace.
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The ultimate goal of a marketing audit is to improve a savings and loan

company's marketing

A. research. 

B. information. 

C. mix.

D. performance.

/D

Performance.  The ultimate goal of the marketing audit is to identify problems

or techniques that are working effectively with the intention of making

adjustments to improve the savings and loan company's marketing performance.

The purpose of marketing is to get goods and services from producers to

consumers.  A marketing audit indicates whether a company is performing as

expected and fulfilling its purpose.  Marketing research is the systematic

gathering, recording, and analyzing of data about a specific issue, situation,

or concern.  Marketing information is all the marketing-related data available

from inside and outside the business.  Marketing mix is the combination of the

four elements of marketing.
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When providing prospective customers with information about checking and

savings accounts, it is helpful for a bank teller to explain

A. how the accounts will benefit the customer.

B. that the bank is better than the competition.

C. how a check moves through the banking system.

D. that everyone should save money for retirement.

/A

How the accounts will benefit the customer.  The purpose of providing

information usually is to sell financial services.  Explaining to prospective

customers the benefits of having checking and savings accounts is an effective

way to provide information and sell services.  If customers see the value in

the financial services, they often buy.  Bank tellers should not criticize the

competition.  Prospective customers do not need to understand how a check moves

through the banking system.  Although tellers might suggest that opening a

savings account is a good way to save for retirement, they should not imply

that prospective customers are obligated to do so.
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Which of the following is an indication that bank employees might be

experiencing a lot of stress:

A. Concentrating on doing the job correctly 

B. Drinking one or two cups of coffee a day

C. Being irritated when dealing with customers

D. Having occasional conversations with coworkers

/C

Being irritated when dealing with customers.  Interaction with customers is a

major cause of stress in the workplace.  Customers are not always polite and

understanding.  Sometimes they are demanding, unrealistic, and angry.  Bank

employees who are not experiencing a lot of stress usually are able to handle

these types of situations with customers and resolve the problem.  However,

when employees are under a lot of stress, they often feel annoyed and irritated

when dealing with customers-even those customers who are behaving

appropriately.  Routinely feeling this way is an indication that an employee is

stressed, in which case management should take steps to help the employee

reduce the level of stress.  Concentrating on doing the job correctly, drinking

one or two cups of coffee a day, and having occasional conversations with

coworkers are not indications that employees are under a lot of stress.
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Which of the following is an example of a job performance standard that a

retirement planning business might establish for employees:

A. Calling on existing customers 

B. Providing information to managers 

C. Making 25 cold calls per week

D. Filling out necessary paperwork

/C

Making 25 cold calls per week.  A performance standard specifies what an

employee is expected to achieve while carrying out the duties and

responsibilities of the job.  An example of a job performance standard is

making 25 cold calls per week.  That is the level of performance that employees

should achieve on a weekly basis.  If employees do not make that number of

calls, their performance is below standard.  Calling on existing customers,

providing information to managers, and filling out necessary paperwork are

general duties that employees perform.  However, these duties are job

specifications rather than standards.
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When conducting exit interviews, banks often obtain useful information by

asking __________ questions.

A. personal  

B. standard  

C. probing

D. technical

/B

Standard.  The purpose of conducting exit interviews is to obtain information

that a bank can use to make improvements and reduce employee turnover.  One way

to obtain useful information is to ask standard questions that all employees

answer when they leave the bank.  It is often helpful for banks to develop a

standard exit interview form so human resource personnel always ask the same

questions.  Then, the standard information can be summarized and used to review

the good and bad points that employees explain during the interview.  Banks

usually do not ask personal or technical questions during an exit interview

unless they pertain specifically to the bank, such as reason for leaving or

problems with equipment.  Sometimes banks probe for information if employees

are reluctant to answer questions.  However, asking standard questions often

makes it easier for employees to answer honestly.
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Which of the following are components generally included in a mortgage

company's business plan:

A. Summary, operating plan, and sales report

B. Marketing plan, summary, and franchise agreement

C. Management plan, licensing contract, and annual report

D. Company description, financial plan, and marketing plan

/D

Company description, financial plan, and marketing plan.  A comprehensive

business plan consists of many elements including detailed financial,

marketing, product, service, management, operating, and legal plans.  The

company description defines the type and purpose of the business.  The summary

is an overview that highlights the main points of the various plans.  Although

some mortgage companies might include information such as franchise agreements,

annual reports, and sales report, these items are not always applicable to the

company and, therefore, are not always components that are included in a

business plan.
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When training employees to use financial services technology, it is often

effective for the trainer to

A. use complex terminology. 

B. repeat the information only once. 

C. break the tasks into simple segments.

D. take questions at the end of the sessions.

/C

Break the tasks into simple segments.  Some financial services technology may

be complicated and difficult to understand such as learning to operate a new

high-tech piece of equipment.  In these situations, it is often effective for

the trainer to break the tasks into simple segments and teach them one at a

time.  Once the employee has mastered one segment, the trainer moves on to the

next segment.  By the end of training, the employee is comfortable with the

equipment and able to operate it satisfactorily.  Trainers should repeat the

information as often as is necessary for the employee to understand.  Trainers

should avoid using complex terminology until the employee is familiar with

those words and phrases.  It is usually more effective to take questions

throughout the session rather than at the end because employees may forget

their questions.
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When bank managers monitor employee tardiness and absenteeism, they are using

the __________ method to assess morale.

A. interview 

B. observation 

C. probing

D. relational

/B

Observation.  When monitoring conduct such as tardiness or absenteeism, bank

managers are observing specific behaviors.  If several employees consistently

arrive late to work or frequently call in sick, managers might conclude through

observation that low morale exists in the workplace.  An interview is a

one-on-one conversation between two individuals that occurs to obtain specific

information.  Probing and relational are not common terms used to describe

types of methods used to assess employee morale.
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The terms of a service contract might require a credit union to pay a(n)

__________ fee for each service call.

A. deductible 

B. application  

C. accelerated

D. installment

/A

Deductible.  A deductible is a monetary charge that must be paid before

services are performed.  For example, a clause in a service contract that

covers equipment repairs might require that the credit union pay $50 per

service call while any additional charges such as parts and labor are the

responsibility of the service provider.  Deductible amounts and terms are

outlined in the service contract.  An application fee is a one-time fee paid up

front for processing services.  An installment refers to payment that is due

for a specific amount at a specific time or interval (e.g., monthly, weekly).

Accelerated is a term that is used to describe a charge or interest rate that

increases a certain amount over time.
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A service provided by some professional organizations in the financial services

industry is

A. job placement. 

B. employment counseling. 

C. physical therapy.

D. continuing education.

/D

Continuing education.  Some professional organizations in the financial

services industry provide continuing education programs that include a full

range of courses from basic banking procedures to complex financial matters.  A

benefit of being a member of such organizations is the opportunity to take

classes and improve skills that will lead to professional development.

Professional organizations usually do not offer job placement services but may

make it possible for members to communicate with each other.  Professional

organizations do not provide employment counseling or physical therapy.
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When considering candidates for promotion, mortgage companies often base

decisions on employees' seniority and their ability to

A. learn new skills. 

B. make recommendations. 

C. lead staff meetings.

D. adapt to long working hours.

/A

Learn new skills.  When people are promoted, they are often required to perform

additional or different tasks than those performed in their previous positions.

Employers often want to promote people who are willing to learn new skills and

have the ability to learn them in a timely manner.  Making recommendations,

leading staff meetings, and working long hours are not always expectations or

responsibilities in all jobs.
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Price in the financial services industry is often difficult to identify because

it frequently

A. involves a percentage. 

B. is calculated by accountants. 

C. appears to be expensive.

D. becomes part of the product.

/D

Becomes part of the product.  Price in the financial services industry is often

difficult to identify because it frequently becomes part of the product.  In

many situations, the price of the financial product is included in a routine

payment.  For example, if a customer borrows $2,000 from a bank, there is

interest on that amount.  The loan is the financial product, and the interest

the customer pays is the price of the product.  When the customer makes

payments on the loan, s/he is also paying interest which is the price.  Both

are monetary amounts and are often thought of as one because the customer pays

them together.  Although price may be expressed as a percentage, that is not

why it is difficult to identify.  Price is not always calculated by accountants

and is not necessarily expensive.
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Which of the following is an example of a potential unethical pricing issue as

it relates to social responsibility:

A. An oil company substantially increases its gasoline prices when the workers

     at a large refinery go on strike.

B. A check manufacturing company increases prices on specialty checks to cover

     the added expense of design and printing.

C. A clothing retailer deeply discounts goods in an effort to reduce excess

     inventory from the previous selling season.

D. A pharmaceutical company sells a common lifesaving drug at extremely high

     prices in specific geographical regions.

/D

A pharmaceutical company sells a common lifesaving drug at extremely high

prices in specific geographical regions.  Social responsibility is defined as

the duty of business to contribute to the well-being of society.  Because the

drug is common and has the capacity to save lives, an unethical issue is

possible if the drug is sold at prices so high that some people can afford the

drug while others cannot, which might be considered price discrimination.  An

oil company that substantially increases its gasoline prices when the workers

at a large refinery go on strike does not necessarily present an unethical

issue since the refinery lacks human resources to supply enough of the product

to meet demand.  A check manufacturing company that increases prices on

specialty checks to cover added expenses is acting in an ethical manner.  A

clothing retailer that deeply discounts goods in an effort to reduce excess

inventory from the previous selling season is not con-ducting socially

irresponsible activities.
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A law is established to ensure that financial services businesses include

pricing terms in their advertisements.  The law is designed to discourage

businesses from practicing __________ pricing strategies.

A. deceptive 

B. inequitable 

C. elastic

D. compliant

/A

Deceptive.  Deceptive advertising practices employ techniques that lead a

customer to believe that the product holds greater value than it actually does.

For example, a bank publishes a very low interest rate in a newspaper

advertisement for a specific loan.  A customer enters the bank with the

intention of obtaining a loan at that price.  However, the customer finds out

that certain criteria must be met to receive the published rate.  The bank used

a published price under false pretenses to get customers into the bank.

Inequitable, elastic, and compliant are not terms that are widely used to

describe misleading advertising and pricing practices.
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Which of the following is the pricing approach a small-business owner uses when

the selling prices of financial products are based on the company's profit

objectives:

A. Sealed bid 

B. Cost based 

C. Going rate

D. Competition based

/B

Cost based.  Business owners who apply the cost-based approach when setting

prices usually consider their actual costs to purchase or provide the financial

items as a basis for the selling price.  Break-even, markup, and target-profit

approaches are categories of cost-based pricing.  When the owner establishes a

specific profit objective, s/he is employing the target-profit approach to

cost-based pricing.  When businesses use the competition-based pricing

approach, they set prices by evaluating the prices their competitors establish

for similar products.  Going-rate and sealed-bid pricing approaches are forms

of the competition-based pricing approach.
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Financial services businesses might select a product-bundling pricing strategy

when they want to

A. recover the costs incurred to develop new financial products.

B. eliminate excess inventory for seasonal financial items.

C. introduce existing financial products to new market segments at higher

     prices.

D. increase the sale of financial items that customers would not usually

     purchase.

/D

Increase the sale of financial items that customers would not usually purchase.

Product bundling is a process in which financial services businesses combine

several products and sell them as a package at a lower price.  Often, the

reduced price is lower than the total price of each item purchased

individually.  Often, businesses bundle similar or complementary products

together to increase the sales of slow-moving items.  An example of product

bundling might be a credit union offering a checking account, a savings

account, and a credit card as a package.  Although existing products are used

in product bundling strategies, prices are generally set low.  Product bundling

is usually not a strategy that is used to reduce seasonal inventory.  New

product pricing strategies for innovative items are most likely to employ

price-quality pricing strategies in an attempt to cover development costs.
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What do financial institutions often use as the basis for setting the price of

credit cards and loans?

A. Interest rate 

B. Monthly payment 

C. Debit amount

D. Revenue needed

/A

Interest rate.  The price that financial institutions charge for the use of

credit is usually determined by the interest rate, which is the percentage

figure used in calculating interest charges.  Financial institutions usually

charge a certain rate, usually calculated on a monthly basis because customers

are billed monthly.  For example, a financial institution might charge 1.5%

interest per month on the unpaid balance on a credit card.  The amount the

customer pays in interest is the price of using credit.  Financial institutions

use the interest to calculate the monthly payment.  Financial institutions do

not base the price of credit cards and loans on the debit amount or revenue

needed.
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Obtaining information about customers and potential customers who access an

investment business's web site is one way that businesses use __________

technology.

A. e-mail 

B. database 

C. computer

D. satellite

/C

Computer.  Computer technology makes it possible for investment businesses that

have web sites to obtain valuable information about customers and potential

customers.  Today, many businesses have web sites that visitors access on a

regular basis.  When visitors access a site, computer technology enables

businesses to track and record the visit.  Technology also allows businesses to

ask visitors to register before accessing a site.  This process often involves

answering a variety of questions such as name, address, e-mail address, etc.

The businesses compile this information into customer databases that they can

use to send additional information to those visitors who fit the criteria of

their target markets.  Businesses do not use e-mail, data-base, or satellite

technology to obtain information about customers who access their web sites.
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A characteristic of products in the financial services industry is that they

usually

A. have a limited life. 

B. have monetary value. 

C. guarantee interest.

D. require a reference.

/B

Have monetary value.  Financial institutions sell a wide variety of products

that have monetary value.  These products involve money and have value.  For

example, financial institutions sell negotiable instruments such as certified

checks, traveler's checks, money orders, certificates of deposit, stocks and

bonds, etc.  Customers buy the products to use to pay for items or to hold as

savings.  The common characteristic is that the products have monetary value

and can be spent or cashed for a specified amount.  Many financial products,

such as stocks and bonds, have a long life.  Not all financial products involve

interest.  Customers do not need references to buy financial products.
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The product mix that a financial services business decides to offer customers

helps to project the business's

A. sales goals. 

B. unique image. 

C. service style.

D. display themes.

/B

Unique image.  Image is the way something is viewed.  Financial services

businesses create a certain image in order to appeal to a specific target

market.  The business's product mix, the assortment of financial goods and

services that it offers, helps to project that image.  Sales goals are sales

objectives that businesses want to achieve.  Businesses often consider sales

goals when deciding on a product mix.  The product mix does not help to project

a business's service style or display themes.
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What type of product might a financial institution decide to offer senior

citizens who own their homes and need additional monthly income?

A. Reverse mortgages 

B. Retirement accounts 

C. Savings plans

D. Installment loans

/A

Reverse mortgages.  Financial institutions often decide to offer specific

products that a certain segment of the market wants and needs.  One of these

products is a reverse mortgage which often meets the needs of senior citizens

who need additional monthly income.  A reverse mortgage is based on the equity

in the home.  For example, a senior citizen owns a home valued at $150,000 and

the home is paid for.  A financial institution might pay the senior citizen

$75,000 over a period of years.  The financial institution is repaid when the

senior citizen sells the home.  Retirement accounts and savings plans usually

are set up for younger customers as a way of saving for their retirement years.

Installment loans involve repaying a loan over a period of time and are often

used to buy items such as automobiles.
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Why is it important for financial institutions to continually monitor customer

satisfaction with their services?

A. To remain competitive 

B. To generate publicity 

C. To encourage safety

D. To analyze productivity

/A

To remain competitive.  Financial institutions continually monitor customer

satisfaction with their services in order to remain competitive because they

know that dissatisfied customers will take their business elsewhere.  Many

times, service is the only factor that differentiates one financial institution

from another because all the products are similar.  Therefore, providing

quality service that satisfies customers is often the best way to remain

competitive.  Financial institutions do not monitor customer satisfaction with

their services to generate publicity or encourage safety.  Analyzing

productivity involves measuring the work of employees rather than monitoring

customer satisfaction.
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To build a successful brand, a bank needs to examine all the ways that it

interacts with

A. suppliers. 

B. employees. 

C. customers.

D. investors.

/C

Customers.  Banks should begin to build a successful brand by looking at the

bank through the eyes of customers.  A bank should think about the many ways

that it interacts with customers, whether it's through personal contact or

advertising.  Every contact is an opportunity to build and reinforce the bank's

brand with customers.  Building a successful brand means taking advantage of

each contact.  A bank does not build a successful brand by examining the ways

it interacts with suppliers, employees, or investors.
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Offering premiums to attract new customers or to encourage customers to switch

financial institutions is an example of a

A. marketing objective. 

B. promotional method. 

C. sales presentation.

D. distribution channel.

/B

Promotional method.  A premium is an item a financial institution offers free

to the purchaser of a particular product and is a method of promotion.  The

purpose of offering premiums usually is to attract new customers who are moving

into an area or to encourage other customers to switch financial institutions.

Premiums are a type of promotional method that one financial institution might

use to set itself apart from the others because the services offered by

financial institutions are basically the same.  Marketing objectives are the

goals a financial institution seeks to reach with its marketing plan.  A sales

presentation is the sales procedure in which the salesperson shows the customer

the benefits of the product's features.  Distribution channels are the paths,

or routes, that goods or services take from the producer to the ultimate

consumer or industrial user.
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When developing promotions, the message should convey information in a manner

that reflects the sender's

A. medium. 

B. feedback. 

C. credibility.

D. adaptability.

/C

Credibility.  Credibility is a term used to describe the integrity or level of

confidence a source displays as perceived by the receivers (audience).  The

medium is the vehicle that delivers or transmits the message (i.e. letter,

television).  Feedback is the response the receiver provides to the sender

regarding the message.  Adaptability refers to the ability to change something

and is not always the intent of the source.  Often the message is used to

reinforce ideas or behavior, not change them.
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Which technological tool has made it quicker for savings and loan companies to

define and reach their target markets in terms of direct promotion activities?

A. Word-processing software 

B. Automated telephone services 

C. Fax machines

D. Computerized databases

/D

Computerized databases.  A database consists of information such as a savings

and loan company's customers, sales records, financial information, personnel

records, and other data that the company deems necessary to operate.  A company

might use the information found in its various databases (e.g., customer

listings, sales records) to target specific segments in terms of promotional

programs.  Computer programs can set queries and pull relevant information

quickly and efficiently.  Word-processing software develops text documents on a

computer.  Although word-processing software, automated telephone services, and

fax machines might help develop materials to reach the target audience, these

vehicles are not a tool that marketers generally use to define or evaluate

information.
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When developing a web site, stockbrokers should remember that Internet

customers generally like to visit sites that are

A. productive and persuasive. 

B. interactive and entertaining. 

C. consistent and secure.

D. reliable and sales oriented.

/C

Consistent and secure.  Web sites must be developed in a manner that will

attract visitors and encourage repeat visits.  Sites that possess a consistent

appearance and navigational system make it easy and convenient for Internet

surfers or customers to locate desired information.  When purchasing products

from the web site, customers want to feel that data such as credit-card

information is kept confidential and secure to lower the risk of fraud.

Although customers usually expect web sites to be productive, interactive, and

reliable, they do not always expect them to be sales oriented, persuasive, or

entertaining.  The level of sales orientation, persuasiveness, and

entertainment is highly dependent on the type of information or products the

web site is presenting.

$$70

Why do large commercial banks that have many branches often advertise on

prime-time network programs?

A. To support the arts 

B. To entertain customers 

C. To obtain high ratings

D. To reach large audiences

/D

To reach large audiences.  Large commercial banks that have many branches want

their advertising to reach as many people as possible.  Therefore, they place

ads with certain media and at certain times to reach large audiences.

Prime-time network programs attract many viewers because the programs air in

the evening when many people are home.  Advertising on prime-time network

programs allows large commercial banks to reach large numbers of people who are

potential customers.  Commercial banks do not advertise on prime-time network

programs to support the arts or entertain customers.  The network programs that

obtain high ratings are the ones that banks often want to advertise on because

they have the largest audiences.

$$71

When a bank develops a public relations plan, the first action it should take

is to

A. determine program objectives. 

B. identify communication vehicles. 

C. develop message content.

D. prepare a current situation analysis.

/D

Prepare a current situation analysis.  A bank needs to understand its current

situation in terms of strengths and weaknesses before it can develop an

effective public relations plan.  The business uses the situation analysis to

establish its public relations objectives or goals.  Once goals are set, the

bank identifies communication vehicles (e.g., newsletter) and develops the

appropriate message for each communication vehicle.
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Which of the following is a reason a bank might maintain a series of in-branch

signs for a certain period of time:

A. To stock a display case 

B. To fill available wall space 

C. To attract a new market

D. To promote a special offer

/D

To promote a special offer.  Banks often put up signs in all branch locations

to promote special offers that are available for a certain period of time.  The

purpose for the signage is to inform customers of the special offer and to

remind bank employees about the offer so they can try to sell it to customers.

For example, a bank might put up signage to promote an offer of a discount on

the rental of safe-deposit boxes for a limited time.  The signage is a sales

tool that the bank uses to promote the offer.  Banks stock display cases with

promotional brochures rather than signs.  Some signs may be hung on the walls

although that is not the reason banks use them.  In-branch signs help to sell

to current customers who frequent the bank rather than attract a new market.
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What do financial institutions use to make their products stand out from the

very similar products of competitors?

A. Promotion 

B. Persuasion 

C. Publicity

D. Patronage

/A

Promotion.  Promotion is a marketing function needed to communicate information

about goods, services, images, and/or ideas to achieve a desired outcome.

Promotion in the financial services industry is important because most

financial products are very similar.  To attract and keep customers, financial

institutions use a variety of promotional techniques and often promote other

features such as convenience, quality service, etc., rather than products that

are all very similar.  The use of promotion helps financial institutions to

make themselves stand out from competitors.  Persuasion is one aspect of

promotion that also involves informing and reminding customers of products.

Publicity is any nonpersonal presentation of ideas, goods, or services that is

not paid for by the company or individual that benefits from or is harmed by

it.  Patronage is a type of institutional promotion designed to promote a

company's features and prestige.
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Which of the following is an example of a specialty advertising sales-promotion

technique:

A. A cereal producer places its logo and web address on all of its packaged

     products.

B. A soft-drink company gives away water bottles featuring the company logo at

     a sporting event.

C. A customer wins a trip to the Bahamas for developing a new logo and slogan

     for a local bank.

D. A licensed vendor places a college logo on a line of new T-shirts it intends

     to sell to customers.

/B

A soft-drink company gives away water bottles featuring the company logo at a

sporting event.  A specialty advertising promotion consists of usable items

(e.g., mouse pads) that are printed with a message.  Businesses must give the

items freely to customers and prospects without any obligation to purchase

their products.  Giving away water bottles imprinted with the company's logo is

considered a specialty promotion.  Placing a logo on a product that a business

intends to sell (e.g., cereal, T-shirts) is not considered a specialty

promotion.  A trip to the Bahamas is considered a contest sales promotion.
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One technique that credit unions often use to deliver promotional materials to

prospective customers is to provide them with

A. loan applications. 

B. printed brochures. 

C. revised catalogs.

D. financial reports.

/B

Printed brochures.  Giving customers printed brochures is an effective way to

deliver promotional materials because the customers can take the brochures home

as a reminder of the services that the credit union offers.  Then, the

prospective customers can read the brochures at their convenience and decide

which product best meets their needs.  For example, a brochure that explains

the different types of savings accounts will help customers make a decision and

encourage them to return to the credit union to open an account.  Loan

applications are not considered promotional materials.  Credit unions usually

do not develop catalogs.  Financial reports are not considered promotional

materials, although brief financial information is often included in an annual

report that may be used as a promotional piece.
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What might an investment business use from past promotional activities to aid

in promotion planning?

A. Coded response cards 

B. Financial statements 

C. Employee surveys

D. Editorial reports

/A

Coded response cards.  An investment business that uses direct advertising

techniques to promote financial products might include coded (e.g., number or

letters) information in a direct-mail piece.  This might include a card for the

customer or prospect to complete and mail back to the company or a number

printed on the back of a brochure.  The business can use the response data to

compile reports that are meaningful for marketing and promotional purposes.

For example, a company that mails brochures that are coded by geographical

areas can use the coded information to determine sales activity in certain

locations.  By knowing what areas are responding or not responding to the

direct-mail efforts, the business can plan future promotional efforts

appropriately.  Financial statements, employee surveys, and editorial reports

do not generally provide enough information to aid in promotion planning.
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Financial planners often use direct advertising strategies because

A. they can select and reach qualified prospects.

B. the promotional message reaches a larger group of people.

C. direct advertising is less expensive than other forms of promotion.

D. it reduces the need to include other elements in the promotional mix.

/A

They can select and reach qualified prospects.  By possessing the means to

qualify potential customers, financial planners can reduce waste in terms of

sending promotional messages to uninterested parties.  As a result, the

planners can focus their efforts on developing a customer base that is most

likely to buy.  Direct advertising is not necessarily less expensive than other

forms of promotion.  Direct advertising messages generally reach a select

target audience that varies in size.  Promotional mix refers to the combination

of communication channels that a financial planner uses to send its messages to

consumers.  Use of direct advertising strategies does not necessarily mean

planners do not need to use other promotional methods to reach customers.
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Providing quality customer service on a consistent basis often helps financial

services salespeople to increase sales to

A. new prospects. 

B. first-time buyers. 

C. current customers.

D. major corporations.

/C

Current customers.  Financial services salespeople often try to increase sales

to current customers by pro-viding quality service on a consistent basis.

Current customers who are satisfied with the level of service often become

lifetime customers and buy additional goods and services.  Salespeople realize

that it may be easier to sell more to current customers than to identify new

customers.  However, current customers probably will not buy more if they are

not satisfied with the service.  New prospects are potential customers- ones

who might buy.  First-time buyers are those who are buying from a salesperson

for the first time and who do not yet know what type of service they will

receive.  Providing quality customer service on a consistent basis might

increase sales to major corporations if those corporations are also current

customers rather than new prospects or first-time buyers.
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What should managers of bank supply businesses do to make sure their

salespeople are being ethical in their dealings with customers?

A. Lower the sales objectives 

B. Hire entry-level employees 

C. Develop a control system

D. Create a legal department

/C

Develop a control system.  Managers of bank supply businesses have a

responsibility to create an ethical environment in the business that encourages

salespeople to be ethical in their dealings with customers.  One way to make

sure salespeople are behaving ethically is to develop a control system that

monitors their actions.  For example, a system that checks expense reports or

examines orders received as a result of low bids will encourage salespeople to

follow established procedures.  A business that sets standards and monitors

those standards usually is a business that has ethical salespeople.  Lowering

the sales objectives and hiring entry-level employees will not encourage

salespeople to be ethical unless the business develops and enforces ethical

standards.  Creating a legal department will not ensure that salespeople behave

ethically.
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One way that computer technology has changed the way many businesses and

individuals buy and sell securities is by making it possible to conduct

transactions

A. during regular operating hours. 

B. with the help of qualified stockbrokers. 

C. by paying with an authorized credit card.

D. from any location that has Internet access.

/D

From any location that has Internet access.  Computer technology makes it

possible for businesses and individuals to buy and sell securities at any time

of the day or night from the comfort of their office or home, or from any

location that has Internet access.  For example, a business can place a buy or

sell order online through a stockbroker's web page, and the transaction posts

immediately.  A businessperson can make the transaction online from any

location that has Internet access, which might be a hotel room in another

country.  The individual no longer needs the help of qualified stockbrokers to

conduct transactions or to buy and sell during regular operating hours.  It is

usually not possible to pay for transactions with credit cards.
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Which of the following is a common trust service involving disposing of

property that many banks offer customers:

A. Settling estates 

B. Handling home loans 

C. Acting as guardians

D. Planning retirements

/A

Settling estates.  Customers often arrange with banks to serve as executors or

administrators of their wills and to dispose of their property according to

their wishes.  This is a common trust service that is paid for by the estate

after the estate has been settled.  When settling estates, banks pay final

bills and distribute property to the heirs according to the terms of the will.

Banks receive a specified fee established by law for their services.  Handling

home loans and planning retirements are not trust services.  Another type of

trust service is a guardianship that involves a bank being appointed to be

responsible for the finances of a minor or those who are unable to care for

their own interests.

$$82

A bank working with customers to develop long-term investments and set up

retirement accounts is an example of

A. cross selling. 

B. target marketing.   

C. service pricing.

D. financial planning.

/D

Financial planning.  Financial planning involves developing a guide or a plan

that will help customers achieve their financial goals.  Many customers turn to

banks to help them develop long-term investments and set up retirement accounts

so they will be financially secure when they retire.  This type of financial

planning usually involves establishing goals for saving and investing and a

method of measuring progress to make sure customers have sufficient income to

retire.  Cross selling involves selling other products when customers visit the

bank.  Target marketing is the identification and selection of markets for a

business or for a product.  Developing long-term investments and setting up

retirement accounts is not an example of service pricing.
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Bank tellers often obtain financial product information by asking questions of

A. other employees. 

B. satisfied customers. 

C. college interns.

D. regional managers.

/A

Other employees.  An effective way for bank tellers to obtain financial product

information is to ask other employees.  If tellers are new on the job, they may

have questions about certain products.  Also, if banks offer new products,

tellers may need additional information.  Other employees within the bank are

good sources of this type of information.  For example, loan officers or branch

managers generally are able to answer questions and provide updated

information.  Also, a new teller would be able to obtain product information

from an experienced teller.  Although satisfied customers often are very

knowledgeable about the financial products they buy, tellers should not rely on

them for specific information.  A bank teller may have very little personal

contact with a regional manager.  College interns are learning the banking

process and are not good sources of information.
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One reason it is important for salespeople to understand the features and

benefits of their financial products is to explain to customers the differences

between

A. using a credit card and paying cash. 

B. hidden benefits and obvious benefits. 

C. their products and competitors' products.

D. product features and physical characteristics.

/C

Their products and competitors' products.  By explaining product features in

terms of benefits, salespeople will be able to help customers understand the

differences between their financial products and the products of their

competitors.  In order to explain the differences, salespeople need to have

product knowledge and understand the specific features and benefits of their

products.  Effectively explaining the differences will help salespeople to

persuade customers to buy their products instead of the products of their

competitors.  Salespeople explain hidden benefits and obvious benefits, but

they do not explain the differences between hidden and obvious benefits.

Product features are physical characteristics.  Salespeople do not need to

understand the features and benefits of their products to explain to customers

the differences between using a credit card and paying cash.
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>From which of the following types of promotional materials can bank employees

often obtain key selling information to use during a presentation to customers:

A. Newspaper ads 

B. Direct premiums 

C. Area billboards

D. Product catalogs

/A

Newspaper ads.  Newspaper ads are a type of promotional material that banks use

to present ideas, goods, or services.  The ads usually contain valuable

information that bank employees can use during a presentation to customers to

encourage customers to buy.  By reading the ads, employees will be able to

learn key points about the financial products the bank is selling.  Some

employees even cut out the ads and keep them at their work station so they can

show the ads to customers or refer to the information during a sales

presentation.  A premium is an item a bank offers free to the purchaser of a

particular product.  A billboard is a type of outdoor advertising in which

large signs are placed in prominent locations, often along highways.

Billboards contain only brief information and are not a good source of selling

information.  A catalog is a list of products.  Banks do not develop catalogs.
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The process of selling stocks usually involves a stockbroker or brokerage firm

sending the request through a(n)

A. commercial bank. 

B. investment counselor. 

C. stock exchange.

D. licensed teller.

/C

Stock exchange.  There are several stock exchanges, and their role is to

connect the sellers of stock with buyers.  When processing a request from a

customer to sell stock, a stockbroker or brokerage firm would send the request

through a stock exchange to complete the transaction.  A stockbroker or

brokerage firm can tell a customer what the stock is selling for at that

moment, but the final selling price depends on the price at the time the stock

is listed on the stock exchange.  Depending on the demand, the stock may sell

for more or less than expected.  Also, customers can tell brokers that they

will not accept less than a certain price for their stock.  The process of

selling stocks does not involve sending the request through an investment

counselor, commercial bank, or licensed teller.
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What step in selling involves preparing for the sales presentation?

A. Rehearsal 

B. Preapproach 

C. Analysis

D. Observation

/B

Preapproach.  Preapproach is the step in selling that involves preparing for

the actual sales presentation.  During this step, salespeople often develop

objectives for the presentation, identify benefits of the financial products

for specific customers, and prepare sales strategies.  The purpose of this

planning step is to help salespeople be organized, knowledgeable, and

confident.  Once they have completed the preapproach, they are ready to make an

effective sales presentation.  As part of preparing for the sales presentation,

sales-people might rehearse what they plan to say or analyze information about

the customer.  Observing the customer takes place during the sales presentation.
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Which of the following is a technique that financial services salespeople can

use to assess the needs of their customers:

A. Probing  

B. Coaching 

C. Screening

D. Targeting

/A

Probing.  Probing is the use of probes; an investigation of what customers

think, feel, or know.  One reason to probe is to obtain information from

customers.  By asking a few appropriate questions, financial services

salespeople can identify a customer's needs, wants, buying motives, and

problems.  Assessing the needs of customers is one of the first steps in

identifying products that will satisfy those needs.  Coaching is an on-the-job

instructional method in which a manager or supervisor is assigned a "coach" to

set goals, give assistance in reaching goals, and give ongoing performance

feedback.  Screening is reviewing in order to make a decision as to what should

be kept and what should be discarded.  Targeting involves identifying and

selecting markets for a business or for a product.
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What financial product might a bank teller recommend to a customer who is

making a large withdrawal from a savings account?

A. Insurance 

B. Trust services 

C. Money orders

D. Loan services

/D

Loan services.  Bank tellers should be aware of their customers' transactions

and use them as an opportunity to recommend specific financial products to meet

customers' specific needs.  In this example, a customer is making a large

withdrawal from a savings account.  This might indicate that the customer plans

to make a large purchase such as an automobile.  An alert teller might

recommend that the customer consider taking advantage of the bank's loan

services rather than withdrawing money from savings.  This will meet the

customer's need to buy an automobile without having an impact on the customer's

savings.  When making a large withdrawal from a savings account, customers do

not need insurance or trust services.  Banks do not sell money orders.
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To determine if individuals understand and accept the sales message, financial

services salespeople should always be actively looking for __________ from

customers.

A. feedback 

B. complaints 

C. sympathy

D. resistance

/A

Feedback.  Obtaining feedback is the best way to determine if customers

understand and accept the sales message.  Feedback will indicate how customers

feel about the message and if they are interested or not.  Financial services

salespeople should always be actively looking for feedback from customers in

order to make changes to the presentation if necessary.  Salespeople do not

actively look for complaints, sympathy, or resistance from customers.  However,

they should be prepared to handle any complaints or resistance that surface

during the selling process.
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Renting safe-deposit boxes and processing local utility bills for customers are

examples of __________ transactions that bank tellers might complete.

A. auxiliary  

B. electronic 

C. emergency

D. installment

/A

Auxiliary.  Many banks offer a variety of auxiliary services in addition to the

primary services that bank tellers routinely complete every day.  These

services vary from bank to bank but often include renting safe-deposit boxes

for the convenience of customers.  Some banks also process local utility bills

for customers.  Tellers need to know how to process these transactions if they

are available.  However, it is up to each bank to decide what type of auxiliary

services to provide.  Renting safe-deposit boxes and processing local utility

bills are not examples of electronic, emergency, or installment transactions.
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The purpose of verifying account balances when a bank customer cashes a check

is to determine if the account

A. belongs to that customer. 

B. contains sufficient funds. 

C. has overdraft protection.

D. is drawn on a certain bank.

/B

Contains sufficient funds.  Verifying account balances involves determining if

there are sufficient funds in the account to cover the amount of the check that

the customer is cashing.  In most cases, verification is a simple process

because the information is computerized and the teller can instantly obtain

account information.  Failing to verify account information might result in

giving a customer more money than is in the checking account.  Verifying

account balances does not involve determining if the account belongs to that

customer, has overdraft protection, or is drawn on a certain bank.
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Calculate the amount of interest a savings account of $500 will earn in a year

if the account pays 6% interest compounded quarterly.

A. $30.68 

B. $32.00 

C. $34.50

D. $36.62

/A

$30.68.  Many savings accounts earn annual interest that is compounded

quarterly.  This means that the bank calculates one-fourth of the yearly rate

every three months and adds that amount to the principal.  The interest for the

next quarter is paid on the new principal.  To determine the quarterly interest

rate, divide the yearly rate by 4 (6% or .06 ÷ 4 = .015).  To calculate the

interest the account will earn in a year, first multiply the deposited amount

by the quarterly rate ($500 x .015 = $7.50).  Add the interest to the original

amount ($500.00 + $7.50 = $507.50), and for the second quarter, multiply the

new amount by the quarterly rate ($507.50 x .015 = $7.61).  Add that interest

to the previous amount ($507.50 + $7.61 = $515.11), and for the third quarter,

multiply the new amount by the quarterly rate ($515.11 x .015 = $7.73).  Add

that interest to the previous amount ($515.11 + $7.73 = $522.84), and for the

fourth quarter, multiply the new amount by the quarterly rate ($522.84 x .015 =

$7.84).  Add the amount of interest paid each quarter to determine the amount

the account will earn in a year ($7.50 + $7.61 + $7.73 + $7.84 = $30.68).
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When processing cash, a good procedure for a bank teller to follow is to

A. organize the money into stacks. 

B. immediately put the money in the drawer.

C. check the dates on the money.

D. count the money several times.

/D

Count the money several times.  Processing cash is one of the main functions of

a bank teller.  To do the job correctly and avoid costly mistakes, it is

important for a teller to count the money several times.  When accepting cash

for a deposit, a teller should count several times before putting the money in

the drawer.  If the teller is paying out money, it is effective to count once

when taking the cash out of the drawer, a second time to verify the first

count, and finally when handing the money to the customer.  Organizing money

into stacks is not effective unless the money is stacked according to

denomination.  Bank tellers usually do not check the dates in the money.
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What type of currency do bank tellers usually sort out when accepting money

from customers?

A. Rolled coins 

B. Personal checks 

C. Cash deposits

D. Mutilated bills

/D

Mutilated bills.  Bank tellers receive money from customers throughout the day.

One of their responsibilities is to sort out mutilated bills so the bills can

be removed from circulation.  When tellers notice bills that are extremely worn

or torn, they put them aside to be properly disposed of and replaced.  Rolled

coins might be processed separately, but they are not sorted out when accepting

money from customers.  Personal checks are not a type of currency.  Cash

deposits are the amounts of currency that customers give to tellers to deposit

in specific accounts.
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Which of the following is an example of a negotiable instrument that a

financial institution might receive from a customer:

A. Money order 

B. Credit card 

C. Passbook

D. Collateral

/A

Money order.  A negotiable instrument is a document that promises to pay a

specified amount to another person or organization.  The most common type of

negotiable instrument is a check.  Another type is a money order because it has

cash value.  Individuals purchase money orders for a certain amount and use

them instead of checks to make payments.  For example, a customer might

purchase a money order in the amount of $250 to make a loan payment to a credit

union.  A credit card is not a negotiable instrument.  A passbook indicates the

amount in a savings account.  Collateral is anything of value belonging to the

borrower that is pledged to the lender to guarantee that the loan will be

repaid.
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To be able to make change for customers, stores that sell a variety of

inexpensive items usually maintain most of their cash in the form of

A. coins and $1 bills. 

B. nickels, dimes, and quarters. 

C. $10 and $20 bills.

D. $5 bills and pennies.

/A

Coins and $1 bills.  The price of items is a factor that influences the amount

of cash that stores keep on hand as well as the form of the cash.  Stores that

sell inexpensive items usually maintain most of their cash in the form of coins

and $1 bills to be able to easily make change for customers.  Many of these

stores only accept cash so they need enough on hand to make change.  Since the

purchases usually are small, they also need a lot of coins and $1 bills.

Stores do not keep most of their cash in the form of nickels, dimes, and

quarters.  Stores that sell inexpensive items usually do not keep most of their

cash in the form of $10 and $20 bills because customers probably will pay with

those denominations or lower.  Although stores will keep $5 bills and pennies

on hand, most of the cash will be in the form of coins and $1 bills.
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Which of the following is often an effective way to gain the reader's attention

in the opening sentence of a sales letter:

A. Make a startling statement 

B. Provide convincing evidence 

C. Mention the competition

D. Use technical language

/A

Make a startling statement.  The purpose of the opening sentence in a sales

letter is to attract the reader's attention.  There are several techniques that

salespeople can use to attract attention, such as making a startling statement.

An example of a startling statement is, "Most mortgage companies fail in the

first year."  Such statements attract attention and encourage customers to

continue reading.  The body of the sales letter contains convincing evidence

that supports the opening statement and is intended to persuade customers to

buy.  Salespeople should not mention the competition in the opening sentence of

a sales letter.  It is generally not effective to use technical language

because readers might not understand the terms.
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One of the main functions of sales management is to provide

A. awareness. 

B. leadership. 

C. flexibility.

D. opportunity.

/B

Leadership.  One of the main responsibilities of sales managers is to provide

leadership for salespeople.  Leadership involves guiding and directing the

actions of salespeople so they will perform effectively and achieve company

goals.  One way that sales managers lead is by communicating expectations and

motivating salespeople to do their best.  Although sales managers should make

salespeople aware of opportunities and provide flexibility for them to work

efficiently, those are not the main functions of sales management.
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