
Question 1.

What is the primary purpose of an emergency 

fund?

 A. To cover unexpected expenses.

 B. To invest in stocks.

 C. To pay off credit card debt.

Answer: 

 A. To cover unexpected expenses.

Reason For Answer : An emergency fund provides 

financial security during unforeseen situations like 

medical bills or car repairs, preventing reliance on 

high-interest debt and supporting overall stability.

Question 2.

What does ‘pay yourself first’ mean?

 A. Paying all your bills on time.

 B. Saving a portion of your income before     

     spending on other things.

 C. Giving yourself a monthly allowance for 

      fun expenses.

Answer: 

 B. Saving a portion of your income before    

     spending on other things.

Reason For Answer : Paying yourself first 

prioritizes your savings and future goals. This habit 

builds wealth over time and ensures you’re prepared 

for long-term financial needs.

Question 3.

Which of the following is a good financial habit?

 A. Ignoring your credit score.

 B. Automating your savings.

 C. Only budgeting when you’re low on funds.

Answer: 

 B. Automating your savings.

Reason For Answer : Automating savings ensures 

consistency and eliminates the temptation to skip 

deposits. It’s a simple way to make saving a 

seamless part of your financial routine.
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Question 4.

What is a key benefit of tracking your 

expenses?

 A. To control your spending habits.

 B. To eliminate the need for a budget.

 C. To ensure you spend every dollar in your 

       account.

Answer: 

 A. To control your spending habits.

Reason For Answer : Tracking expenses helps 

identify areas of overspending, allowing you to 

adjust and make informed financial choices. It’s a 

cornerstone of effective money management.

Question 5.

Why is it important to have a diversified 

investment portfolio?

 A. To reduce risk.

 B. To maximize short-term gains.

 C. To only invest in one high-performing 

       stock.

Answer: 

 A. To reduce risk.

Reason For Answer : Diversification spreads 

your investments across various assets, 

minimizing potential losses. It ensures a balanced 

approach to achieving long-term financial goals.

Question 6.

How often should you review your financial 

goals?

 A. Every five years.

 B. Once a month.

 C. Annually or as needed.

Answer: 

 C. Annually or as needed.

Reason For Answer : Regularly reviewing your 

goals ensures they align with changing 

circumstances, helping you stay on track toward 

achieving financial security and success.
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