.......

.......

R Exam Prepp _

Prepare 2X Faster & Smarter
DBF | JAIIB | CAIIB | RBI GRADE - A/B

JAIIB

INDIAN ECONOMY &

INDIAN FINANCIAL SYSTEM

MEMORY-BASED
QUESTIONS

_ MAY 2023 EXAM

MCQs e Correct Answers e Detailed Explanations

Sunderpal Dahiya Sir

Faculty & Content Author

10+ Years of Teaching Experience

Concept Clarity ‘ Personal Mentorship

O cCall/ WhatsApp: +91 8800528912

\. Courses * Notes » MCQ Practice « Current Affairs Email: info.examprepp@gmall.com

; 'f.' SETaa
e Xole " app.examprepp.com ) @ examprepp.com | "» YouTube: @exam_prepp




Indian Economy & Indian Financial System
JAIIB » May 2023 « Shift 2 « 100 Questions

Q1. Which statement correctly describes the
statutory maximum SLR and the statutory ceiling
on CRR after amendment of the RBI Act?

SLR & denfaes srfeierds T 3fik CRR Y denfAes srfdierds
AT & IR A pI9-97 h Tgl 8?2

A. SLR 35%; CRR 18%

B. SLR 28%; CRR 14%

C. SLR 24%; CRR 12%

D. SLR 40%; no prescribed statutory ceiling on CRR
E. None of these

Correct answer: D. SLR 40%; no prescribed
statutory ceiling on CRR
Explanation

1. The Banking Regulation Act provides for an SLR
ceiling of 40% of relevant demand and time
liabilities.

2. Following amendment of Section 42 of the RBI
Act, the earlier statutory floor and ceiling for CRR
were removed. Actual prescribed ratios are policy
settings, not the same as statutory limits.

Q2. Which of the following sequences best
represents the stages of a business cycle?

TR Tch oh TN hT Tl shH T &7

A. Expansion, peak, contraction, trough and recovery
B. Inflation, deflation, stagflation and taxation

C. Recovery, peak, expansion and trough

D. Peak, expansion, trough and contraction

E. None of these

Correct answer: A. Expansion, peak, contraction,
trough and recovery

Explanation

1. A business cycle typically moves through
expansion, peak, contraction and trough, followed
by recovery into a new expansion.

2. The peak marks the turning point from growth to
contraction; the trough marks the reverse.
Inflation and deflation are price movements, not a
complete cycle sequence.
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Q3. Which of the following statements best
captures the essence of microfinance?

ged o o1 gad Tat oref RT 87

A. Granting significant loans to established
enterprises

B. Offering modest loans and financial aids to
economically challenged individuals or those
excluded from conventional banking channels

C. Delivering financial solutions governmental bodies

D. Furnishing financial services to banking entities
and financial establishments

E. None of these

Correct answer: B. Offering modest loans and
financial aids to economically challenged
individuals or those excluded from conventional
banking channels

Explanation

1. Microfinance provides small-scale financial
services, particularly credit, to low-income or
financially excluded households and enterprises.

2. It can also involve savings, insurance and
payment services. It differs from large corporate
finance and is intended to improve access rather
than simply maximise loan size.

Q4. What best describes the nature of funds in
money markets?

el STIR # o4t 3rafe et gt 82

A. Lengthy-term funds exceeding a one-year maturity

B. Brief-term funds maturing within one year

C. Intermediate-term funds with a maturity spanning
from one to five years

D. Extended-term funds with a maturity duration
surpassing five years

E. None of these

Correct answer: B. Brief-term funds maturing
within one year

Explanation

1. Money markets deal primarily in short-term funds
and instruments with maturity up to one year.
They support liquidity and working-capital
management.

2. Capital markets cater to longer-term finance.
Treasury Bills, CP and CDs are important money-
market instruments.
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Q5. What is the main purpose of health insurance?
ey ST T G 3620 HT 87

A. Finance the expenses of extended care services
B. Fund the treatment of life-endangering ailments
C. Finance routine medical examinations

D. Finance medical and surgical procedures

E. None of these

Correct answer: D. Finance medical and surgical
procedures

Explanation

1. Health insurance covers eligible medical,
hospitalisation and surgical expenses under the
policy. It reduces the financial impact of illness or
injury.

2. Coverage, exclusions, deductibles and waiting
periods depend on the contract. It does not
automatically pay every medical or routine
expense.

Q6. For what primary objective does the Reserve
Bank of India (RBI) employ the Long-Term Repo
Operation (LTRO)?

RBI & LTRO T WHd 3833 &1 UT?

A. Enhance long-term credit accessibility and reduce
funding costs

B. Regulate the money supply within the economic
system

C. Supervise and manage inflationary pressures
D. Promote overall economic expansion
E. None of these

Correct answer: A. Enhance long-term credit
accessibility and reduce funding costs

Explanation

1. LTRO supplied longer-duration funds to banks at
the policy repo rate to reduce funding costs and
improve monetary transmission.

2. The operations encouraged banks to transmit
lower costs to borrowers. Their direct mechanism
was durable liquidity rather than direct lending by
the RBI to every final borrower.
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Q7. What primary purpose do Priority Sector
Lending Certificates (PSLCs) serve for banks?

OTeIfehdT &5 0T JHI0TIS Sehi i fohe agachdT & #ag Phed
87

A. Fulfilling the mandated capital benchmarks

B. Attaining the priority sector lending objectives

C. Meeting the statutory liquidity ratio standards

D. Meeting the statutory liquidity ratio standards

E. None of these

Correct answer: B. Attaining the priority sector
lending objectives
Explanation

1. PSLCs allow a bank to purchase priority-sector
achievement from another bank to meet
prescribed PSL targets or sub-targets.

2. The underlying loans and their credit risk do not
transfer through a PSLC transaction. The
certificate transfers eligible achievement, not
ownership of the loan asset.

Q8. By investment structure, what are the main
types of REITs?

fAder |9 & YR WR REIT & H& UHR hi4-4 87

A. Equity REITs, mortgage REITs and hybrid REITs

B. Open-ended REITs, closed-ended REITs and
collective REITs

C. State REITs, personal REITs and business REITs

D. Housing REITs, business REITs and manufacturing
REITs

E. None of these

Correct answer: A. Equity REITs, mortgage REITs
and hybrid REITs

Explanation

1. Equity REITs own or operate income-generating
properties; mortgage REITs invest in property
debt; hybrid REITs combine the two approaches.

2. This is different from classification by property
sector, such as residential, office or healthcare.
The answer depends on the stated classification
basis.
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Q9. Why is the year 1969 noteworthy in the
context of India's banking industry?

YRd dfeh sfagra & 1969 T Agayqui 8?2

A. The inception of the Reserve Bank of India

B. The state ownership of prominent private banking
entities

C. The advent of electronic banking platforms

D. The foundation of Small Finance Banking
institutions

E. None of these

Correct answer: B. The state ownership of
prominent private banking entities

Explanation

1. Fourteen major commercial banks were
nationalised on 19 July 1969. This expanded public
ownership in banking.

2. The RBI was established in 1935, while six
additional banks were nationalised in 1980. These
events should not be confused.

Q10. What is the primary function of the Marginal
Standing Facility (MSF)?
Hioid @it gfaem a1 g s g2

A. Banks have the provision to secure funds from the
Reserve Bank of India during exigencies using
government bonds as collateral

B. Banks have the provision to extend loans to the
Reserve Bank of India

C. Banks have the provision to obtain loans from peer
banking institutions

D. None of these
E. None of these

Correct answer: A. Banks have the provision to
secure funds from the Reserve Bank of India
during exigencies using government bonds as
collateral

Explanation

1. MSF permits eligible banks to obtain overnight
funds from the RBI against eligible government
securities within prescribed conditions and limits.

2. It serves as a standing liquidity backstop and
forms the upper bound of the policy corridor. It is
a borrowing facility for banks, not a scheme for
banks to lend to the RBI.
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Q11. Which of the following activities are
predominantly associated with Non-Banking
Financial Companies (NBFCs)?

NBFC & wg Rt i § & a-eft mff e
22

A. Receiving deposits

B. Engaging in market securities trading
C. Granting loans and advances

D. Undertaking foreign exchange dealings
E. None of these

Correct answer: C. Granting loans and advances

Explanation

1. Providing loans and advances is a core activity
undertaken by many NBFCs. Other NBFC
categories undertake investment, leasing or
similar financial business.

2. Not every NBFC may accept public deposits.
Deposit acceptance requires specific eligibility and
regulatory permission, so it is not a universal
characteristic.

Q12. What is the principal subject of Section 17 of
the RBI Act, 1934?

RBI sifafaae &t 4R 17 gead: fhd fawg & deifaq 8?2

A. Only bank-rate announcements

B. Licensing banking companies

C. Formation of State Governments
D. Business that the RBI may transact
E. None of these

Correct answer: D. Business that the RBI may
transact

Explanation

1. Section 17 specifies the business that the Reserve
Bank may transact, including eligible purchases,
rediscounting, loans and advances.

2. Section 18 concerns emergency powers and
Section 19 lists business the RBI may not transact.
Banking-company licensing is governed by a
different Act.
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Q13. Which of the following statements correctly
captures a fundamental assumption of a typical
supply-demand curve in economics?

T 77 3R Y aeh H, 317 I1d G 384 W hIAd dgA
Y 1 g 87

A. With ascending prices, quantity demanded
diminishes while quantity supplied augments.

B. With ascending prices, quantity demanded
augments while quantity supplied diminishes.

C. With ascending prices, both quantity demanded
and quantity supplied augment.

D. With ascending prices, both quantity demanded
and quantity supplied diminish.

E. None of these

Correct answer: A. With ascending prices, quantity
demanded diminishes while quantity supplied
augments.

Explanation

1. Under the ordinary laws of demand and supply, a
higher price reduces quantity demanded and
increases quantity supplied, other things
unchanged.

2. This is a movement along the existing curves.
Changes in income, technology or other
determinants can instead shift the curves.

Q14. To which of the following areas is the SFURTI
scheme primarily linked?

SFURTI gieHT g fohg & & defad 82

A. Development of infrastructure

B. Development of Micro, Small, and Medium
Enterprises

C. Benefits for the unemployed
D. Advancement in agricultural technology
E. None of these

Correct answer: B. Development of Micro, Small,
and Medium Enterprises

Explanation

1. SFURTI means Scheme of Fund for Regeneration
of Traditional Industries. It supports clusters of
traditional industries under the MSME ecosystem.

2. Common facilities, improved skills, technology
and market access help artisans and traditional
enterprises. It is not primarily an unemployment
allowance scheme.
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Q15. In aviation, which two lease forms are
distinguished by whether the aircraft is supplied
with or without crew?

fam= & areieh g WA g9 a1 7 gF & YR W Ug & &
U@ ¥ hiA-4 §?

A. Wet lease and dry lease

B. Operating lease and finance lease
C. Direct lease and sale and leaseback
D. Singular lease and sublease

E. None of these

Correct answer: A. Wet lease and dry lease

Explanation

1. A wet lease supplies the aircraft together with
crew and associated services, while a dry lease
supplies the aircraft without crew.

2. The wet/dry distinction concerns what is included
in the lease. It differs from the operating/finance
distinction, which focuses on the financing and
ownership-risk structure.

Q16. Which organization was superseded by the
establishment of the NITI Aayog?

A T 7 foha GwT a1 T o am?

A. Reserve Bank of India

B. Finance Commission of India

C. Planning Commission of India

D. Securities and Exchange Board of India
E. None of these

Correct answer: C. Planning Commission of India

Explanation

1. NITI Aayog was established on 1 January 2015 in
place of the Planning Commission. Its role
emphasises policy advice and cooperative
federalism.

2. It is not the same as the Finance Commission,
which deals with constitutionally mandated fiscal
transfers. The RBI remains India's central bank.
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Q17. In which year did the United Nations adopt
the Sustainable Development Goals (SDGs)?

GG I = Fad e aedt ol ford auf sromma om?

A. 2000
B. 2010
C. 2015
D. 2020
E. None of these

Correct answer: C. 2015

Explanation

1. The SDGs were adopted in 2015 as part of the
2030 Agenda. They comprise 17 goals covering
economic, social and environmental objectives.

2. They succeeded the Millennium Development
Goals. The target horizon is 2030, not the year of
adoption.

Q18. Which of the following statements accurately
describes a Brownfield investment in the context
of Foreign Direct Investment (FDI)?

et faesft e & srarhies R &1 o aref g7

A. Injects capital into a nascent business entity in an
overseas nation

B. Initiates the construction of new functional
establishments from scratch in a foreign land

C. Allocates funds to an extant enterprise to mark its
foothold in a foreign nation

D. None of the aforementioned options
E. None of these

Correct answer: C. Allocates funds to an extant
enterprise to mark its foothold in a foreign nation

Explanation

1. Brownfield investment uses, acquires or expands
an existing business or operating facility in the
host country.

2. Greenfield investment establishes new facilities
from the ground up. Existing operations are the
key distinguishing feature.
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Q19. What does the term 'GDP deflation' primarily
refer to in the context of economics?

GDP 3ra¥hifdeniur et g 31ef T 872

A. Modifies GDP from its nominal value to its real
value

B. Decelerates the rate at which GDP grows
C. Lowers the aggregate GDP of a nation

D. Amplifies the GDP on a per capita basi

E. None of these

Correct answer: A. Modifies GDP from its nominal
value to its real value
Explanation

1. GDP deflation adjusts nominal GDP for changes in
prices to obtain real GDP. The GDP deflator equals
nominal GDP divided by real GDP, multiplied by
100.

2. Real GDP = nominal GDP / deflator x 100. This is a
price adjustment, not necessarily a fall in actual
production.

Q20. What was the primary focus of the Malegam
Committee set up by the Reserve Bank of India?

RBI chl ATeitH @fatfct et g fawr arm am?

A. Non-performing assets of public sector banks
B. Issuance of licenses for new banking entities
C. Microfinance institutions and their regulations
D. Initiatives related to financial inclusion

E. None of these

Correct answer: C. Microfinance institutions and
their regulations
Explanation

1. The Malegam committee examined issues in the
microfinance sector and recommended a
framework for NBFC-MFIs.

2. Its recommendations addressed borrower
protection, pricing, lending practices and
regulatory structure. It was not mainly a

committee for issuing ordinary bank licences.
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Q21. Which among the listed options does not
qualify as an instrument of monetary policy?

e o @ ol #ifaes Hifd w1 are 781 82

A. Open market operations

B. Reserve ratios (CRR and SLR)

C. Repo rate and reverse repo rate
D. Income tax rates

E. None of these

Correct answer: D. Income tax rates

Explanation

1. Open market operations, reserve requirements
and policy interest rates are monetary tools. They
influence liquidity, credit conditions and interest
rates.

2. Income-tax rates are fiscal-policy tools decided
through the government's tax framework. This
separates monetary policy from fiscal policy.

Q22. Which category best describes Treasury Bills,
Commercial Papers, and Certificates of Deposit?

ot faa, arfoifSaes ust 8fiR ST yHTuTaS fohe SR & |red
8?

A. Equity Instruments

B. Debt Instruments

C. Money Market Instruments

D. Derivative Instruments

E. None of these

Correct answer: C. Money Market Instruments

Explanation

1. T-Bills, CP and CDs are money-market instruments
used for short-term government, corporate or
bank funding.

2. They are also debt instruments, but money-
market instruments is the most specific common
classification among the options. They are not
equity or derivative instruments.
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Q23. In the field of economics, what does the term
'money multiplier' represent?

HaT 0Tk T 32T 872

A. The prevailing rate of interest on money

B. The volume of money produced by the banking
system for every unit of reserves

C. The proportion between the aggregate money in
the economy and the sum of cash

D. The proportion of cash reserves relative to deposit
liabilities

E. None of these

Correct answer: B. The volume of money produced
by the banking system for every unit of reserves

Explanation

1. The monetary multiplier relates the money stock
to reserve or base money; in a simple banking
model, deposits can expand through repeated
lending and redepositing.

2. The simplest deposit multiplier is 1 / reserve ratio
under restrictive assumptions. Currency leakage,
excess reserves and behaviour affect the actual
multiplier.

Q24. What does the credit scoring process
primarily aim to achieve?

ST ThITT o TR Ia 29 RIT &7

A. Assisting lenders in determining the interest rate
for a borrower

B. Evaluating a country's eligibility for an IMF loan
based on creditworthiness

C. Evaluating an individual's creditworthiness for
lending purposes

D. Evaluating a company's creditworthiness for bond
issuance

E. None of these

Correct answer: C. Evaluating an individual's
creditworthiness for lending purposes

Explanation

1. Credit scoring summarises information about an
individual's repayment history and credit
behaviour to help evaluate creditworthiness.

2. It supports lending decisions but does not
guarantee repayment or automatic approval.
Corporate  bond ratings and  sovereign
assessments are different applications.
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Q25. What does the Banking Regulation Act of
1949 primarily encompass?

dfh g sifdfam, 1949 &1 g &= i 82

A. Only establishing new banks

B. Only regulating foreign banks

C. Regulation and supervision of banking business in
India

D. Only regulating stock exchanges

E. None of these

Correct answer: C. Regulation and supervision of
banking business in India

Explanation

1. The Act provides the legal framework for
regulating banking business, including licensing,
prudential requirements, management and
supervision.

2. Its provisions apply according to the relevant
statutory scope and adaptations. It is distinct
from the RBI Act, which establishes and
empowers the central bank.

Q26. In financial markets, to whom does the term
'market makers' primarily pertain?

fo<ha soR 7 seR [AAfar wF gid 82

A. Investors executing the purchase of shares in
voluminous amounts

B. Entities ensuring consistent buying and selling of
securities to uphold market liquidity

C. Stock brokers orchestrating substantial trade
activities

D. Regulatory entities overseeing the proper
functioning of markets

E. None of these

Correct answer: B. Entities ensuring consistent
buying and selling of securities to uphold market
liquidity

Explanation

1. Market makers quote buying and selling prices
and stand ready to transact, supporting liquidity
and continuous trading.

2. Their bid-ask spread compensates for costs and
inventory risk. They are not simply any investor
making a large purchase.
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Q27. What is the maximum guaranteed pension
offered under the Atal Pension Yojana (APY)
scheme?

APY & 3icdifd stfderd# TREd ATRdes der fehat 872

A. Rs. 1000 per month
B. Rs. 2000 per month
C. Rs. 3000 per month
D. Rs. 5000 per month
E. None of these

Correct answer: D. Rs. 5000 per month

Explanation

1. APY offers guaranteed minimum monthly pension
options from Rs.1,000 to Rs.5,000 after age 60,
depending on the selected plan and
contributions.

2. The highest listed monthly pension is Rs.5,000.
Entry age and contribution duration affect the
payment required to secure that pension.

Q28. Which among the following is a significant
contributor to groundwater contamination in
India?

WRA H YSiel UGNV & UHE HRUN H Jelldg hi=-91 HRT
LMA 82

A. Drainage system

B. Untreated sewage waste

C. Irrigation system

D. None of the above

E. None of these

Correct answer: B. Untreated sewage waste

Explanation

1. Untreated sewage can introduce pathogens,
nutrients and other contaminants into
groundwater. Leakage and improper disposal can
degrade water quality.

2. Industrial effluent and agricultural chemicals can
also be important sources. The question asks for
the listed contaminant source, not an exhaustive
list.
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Q29. In which year was the concept of
Globalization prominently introduced in India?

WRA | AT IGRIHRUT 3R Jehor GURT T U@ Iy hi--
1 a7?

A. 1989

B. 1980

C. 1996

D. 1991

E. None of these

Correct answer: D. 1991

Explanation
1. The 1991 reforms are associated with
liberalisation, privatisation and globalisation,

following a severe balance-of-payments crisis.

2. They reduced several controls, increased external
openness and changed industrial and financial
policies. Global trade existed earlier, but 1991
marks the major policy shift tested here.

Q30. In which year was India's Act East policy
announced?

WRA ! ‘e $&¢' Aifd foha o el ot 718 eft?

A. 2012
B. 2014
C. 2015
D. 2013
E. None of these

Correct answer: B. 2014

Explanation

1. India announced the Act East policy in 2014,
building on the earlier Look East approach. It
strengthened engagement with Southeast Asia
and the wider Indo-Pacific.

2. The change emphasised economic, strategic and
connectivity cooperation. The question asks for
the year rather than an uncertain exact day.
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Q31. What is the broad purpose shared by
international economic institutions?

TR aTfefes Gwarafl o1 ATIh 38T T 8§72

A. Promoting only petroleum production
B. Replacing every national government

C. Promoting international economic cooperation
and development

D. Financing infrastructure alone
E. None of these

Correct answer: C. Promoting international
economic cooperation and development

Explanation
1. International economic institutions promote
cooperation, development, trade, financial

stability or poverty reduction according to their
mandates.

2. Their common purpose is broader economic
cooperation and development. Infrastructure
alone is too narrow, and individual institutions
have distinct functions.

Q32. In which location was the WTO conference
for the year 2015 conducted?

2015 # WTO T gHdT AR Griel shal gat o1?

A. Buenos Aires
B. Marrakech

C. Doha

D. Nairobi

E. None of these

Correct answer: D. Nairobi

Explanation

1. The WTQO's Tenth Ministerial Conference was held
in Nairobi, Kenya, in December 2015.

2. Ministerial conferences are high-level decision-
making meetings of WTO members. Doha,
Buenos Aires and Marrakech are associated with
other major trade events.
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Q33. For what primary purpose was the FAME
scheme introduced by the Government of India?

FAME IISTHT RT3 <ht 7Tg oft?

A. Boost the petroleum industry

B. Reduce the initial cost of electric and hybrid
vehicles for consumers

C. Increase taxes on non-electric vehicles
D. Regulate the automobile manufacturing sector
E. None of these

Correct answer: B. Reduce the initial cost of
electric and hybrid vehicles for consumers

Explanation

1. FAME supports faster adoption and
manufacturing of hybrid and electric vehicles in
India, including eligible demand incentives and
supporting infrastructure.

2. Reducing upfront cost barriers helps adoption.
The scheme is not designed to raise petroleum
demand or impose a general tax on conventional
vehicles.

Q34. Which factors should be meticulously
examined when considering underwriting as a
segment of merchant banking activity?

R SfdT & grfieRt e 99T o Sh1Reh! AT TRITOT AT
T1fgy?

A. The feasibility of the project

B. The geographical location of the project

C. Prevailing government regulations and policies

D. All of the above

E. None of these

Correct answer: D. All of the above

Explanation

1. Underwriting requires assessing project viability,
market demand, financial capacity, risk and
applicable government rules. Location can also
affect costs and feasibility.

2. All listed factors can influence underwriting risk.
An underwriter may have to subscribe to
securities not taken up by the public under the
agreement.
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Q35. Which is an established channel for deal
origination in venture-capital finance?

e Uit 7 3T S/awRt hl UgdT &l Uoh U@ dRIhl &RIT 872

A. Only stock-exchange price matching

B. Referral networks

C. Automatic acceptance of every business plan
D. Only loan recovery proceedings

E. None of these

Correct answer: B. Referral networks

Explanation

1. A referral network can introduce venture-capital
firms to prospective investee companies through
entrepreneurs, advisers and industry contacts.

2. Deal origination also uses direct outreach and
intermediaries. A referral system is an important
established channel, not a guarantee that the
proposal will be accepted.

Q36. Which institution manages a mutual fund's
corpus and investment operations under the
oversight of trustees?

gfieeat i TR & =g aret the i [Afd o1 geed -t g
el 82

A. The stock exchange

B. Asset Management Company (AMC)

C. Aregistrar acting as the sole investment manager
D. A credit-rating agency

E. None of these

Correct answer: B. Asset Management Company
(AMC)
Explanation

1. The Asset Management Company manages the
mutual fund's investments and operations under
the scheme documents and trustees' oversight.

2. Individual fund managers work within the AMC
and make portfolio decisions. The institutional
responsibility asked here rests with the AMC.
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Q37. Under simplified RBI norms, whose CDD is
sufficient when opening an SHG savings bank
account?

I AT GHg T Iad @idT @ield T8y fohaeh! UTgdh uga™
ST gt 87

A. Every member individually

B. Only the president

C. All office bearers

D. No person requires CDD

E. None of these

Correct answer: C. All office bearers

Explanation

1. For opening an SHG savings account, customer
due diligence of all office bearers is sufficient
under simplified RBI norms. CDD of every
member is not required at that stage.

2. This simplification does not eliminate KYC
altogether. The office-bearer requirement should
not be reduced to only the president.

Q38. According to an IFC report, which of the
following asset classes are eligible for leasing?
fAff@a 7 & si9-aia @ duftar ug w fAaaifta 6 s
el 87

A. Only Construction equipment and IT equipment

B. A range including Medical equipment, solar
equipment, ATMs, business jets, plant machinery,
IT equipment, and construction equipment

C. Only IT equipment

D. Only Construction equipment

E. None of these

Correct answer: B. A range including Medical
equipment, solar equipment, ATMs, business jets,
plant machinery, IT equipment, and construction
equipment

Explanation

1. Leasing can finance a wide range of usable assets,

including medical and IT equipment, construction
machinery, solar equipment, ATMs and aircraft.

2. The eligible asset and lease structure depend on
commercial and regulatory conditions. Leasing is
not limited to only one or two equipment
categories.
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Q39. What is the name of the company
established in 1850 in Calcutta, that marked the
beginning of general insurance in India?

1850 ¥ ehetehar & ©fUd fohg hu-t 7 vRd A 9mE=g 4T 6t
L3 i RAfgd fomar am?

A. Bengal Insurance Company Ltd.

B. Triton Insurance Company Ltd.

C. Indian Life Assurance Company

D. Life Insurance Corporation of India
E. None of these

Correct answer: B. Triton Insurance Company Ltd.

Explanation

1. Triton Insurance Company Ltd. was established in
Calcutta in 1850 and is associated with the
beginning of general insurance in India.

2. LIC is a life-insurance institution created much
later, in 1956. Life-insurance history and general-
insurance history have different milestones.

Q40. Which statement best describes the Indian
reinsurance market around May 2023?

A 2023 & SATH HRATT GASHT STSIR chl T T Fod
Tgl guiq = 872

A. An exclusive monopoly of GIC Re without foreign
participation

B. A domestic reinsurer, GIC Re, together with foreign
reinsurance branches

C. Only international reinsurers without any Indian
reinsurer

D. Only direct insurers, with no reinsurance entities

E. None of these

Correct answer: B. A domestic reinsurer, GIC Re,
together with foreign reinsurance branches

Explanation

1. India's reinsurance market included the domestic
reinsurer GIC Re and foreign reinsurance
branches. It was not an exclusive domestic
monopoly.

2. Reinsurance transfers part of an insurer's risk to
another insurer. The question concerns market
structure rather than a changing exact branch
count.
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Q41. What was a principal purpose of converting
IFCI from a statutory corporation into a company
in 1993?

IFCI et 1993 # Ut # IacT T THE 3eT oRIT AT?

A. To augment the authorized share capital of the
company

B. To facilitate the raising of funds directly from
capital markets

C. To optimize the management structure of the
company

D. To diminish the company's reliance on
governmental funding

E. None of these

Correct answer: B. To facilitate the raising of
funds directly from capital markets

Explanation

1. IFCI was converted from a statutory corporation
into a company in 1993, enabling access to
capital-market funding and greater operational
flexibility.

2. Raising funds directly from capital markets helped
broaden its financing base. The conversion year
should not be confused with the 1991 economic-
reform year.

Q42. What was the principal shortcoming
identified by the Sub-Group on Housing Finance
during the Seventh Five Year Plan?

gradi dgadfa asr & arare fa<d IuEHg A ie-d W
AT ggart oAt?

A. Inadequate infrastructure facilities for housing

B. Unavailability of short-term finance for individual
households

C. Unavailability of long-term finance for individual
households

D. Limited government subsidies for housing
E. None of these

Correct answer: C. Unavailability of long-term
finance for individual households

Explanation

1. The housing-finance system faced a shortage of
institutional long-term finance for individual
households. This constrained access to housing.

2. Housing requires a long repayment horizon
because purchase costs are large relative to
annual household income. Short-term finance
does not adequately address this need.
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Q43. Under the earlier NBFC-MFI framework, what
was the minimum net owned fund outside the
North-Eastern Region?

QR NBFC-MFI @i # aiwR &5 & arer JAad g @i
fAfer forait off?

A.Rs 2 crore

B. Rs 3 crore
C.Rs 5 crore
D.Rs 10 crore

E. None of these

Correct answer: C. Rs 5 crore

Explanation

1. The earlier NBFC-MFI framework required Rs.5
crore in net owned funds outside the North-
Eastern Region, where a lower threshold applied.

2. The later scale-based framework introduced a Rs.
10 crore standard and a transition path for
existing entities. The question expressly asks
about the earlier framework.

Q44. Which types of transactions predominantly
constitute the Forex market

fadeft ga1 IR & v e fhe uaR 81 €2

A. Exchange traded

B. Over-the-counter

C. Fixed exchange rate
D.Both Aand B

E. None of these

Correct answer: B. Over-the-counter

Explanation

1. Most foreign-exchange trading is over the
counter, with transactions negotiated through
dealers, electronic platforms or directly between
counterparties.

2. Exchange-traded currency derivatives also exist.
Their presence does not change the predominant
OTC character of the wider forex market.
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Q45. What best defines an American Depository
Receipt (ADR)?

3mafeh ST T b1 Tat oref o 82

A. A financial certificate listed exclusively on Asian
stock exchanges

B. A certificate issued by a US financial institution
representing shares in a foreign stock

C. A US-based receipt representing ownership of
shares in an Indian corporation

D. A global depository receipt used for European
companies

E. None of these

Correct answer: B. A certificate issued by a US
financial institution representing shares in a
foreign stock

Explanation

1. An ADR is issued by a US depositary bank and
represents an interest in shares of a foreign
company. It facilitates investment and trading in
the US market.

2. The underlying foreign shares are generally held
by a custodian. ADRs are not restricted only to
Indian companies.

Q46. Which best describes the type of credit
information reports Experian prepares in India?

YR H TadiRaA fohd YR &l o1 ga=1 RUIE duR ot 8?2

A. Reports for individuals

B. Reports for individuals and corporations
C. Reports for corporations

D. None of the above

E. None of these

Correct answer: B. Reports for individuals and
corporations

Explanation

1. Experian provides credit-information services for
consumers as well as commercial borrowers.
Reports help lenders assess past repayment
behaviour and credit exposure.

2. It is a credit-information company, not a lender
guaranteeing approval. Both individual and
corporate information are relevant.
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Q47. Assuming the credit spread is unchanged, do
yields on comparable corporate and government
bonds generally have a positive relationship?

U @A IR R Y R I9F 3@fd dret hiuke 3R
WEHRT di-8 & fthel AT fohd e # Terd 82

A.No
B. Only for bonds with zero maturity
C. Yes

D. The government-bond benchmark is always
irrelevant

E. None of these

Correct answer: C. Yes

Explanation

1. A corporate-bond yield is commonly analysed as a
government-bond benchmark yield plus a credit
and liquidity spread.

2. If that spread is unchanged, both yields tend to
move in the same direction, giving a positive
relationship. Credit-risk changes can cause
corporate yields to diverge, so the relationship is
conditional.

Q48. Which of the following statements most
accurately differentiates between bills
discounting and factoring?

faret fewenmsfd oiR thaeRm & g iR 1 872

A. Factoring requires strong balance sheet and
collaterals, while bill discounting does not

B. Bills discounting is only a mode of financing, while
factoring involves complete receivables
management

C. Bills discounting is done without recourse, while
factoring can be done with recourse

D. Bills discounting is the job of the importer, while
collection is the job of the factor.

E. None of these

Correct answer: B. Bills discounting is only a mode
of financing, while factoring involves complete
receivables management

Explanation

1. Bill discounting mainly provides finance against a
bill before its maturity. Factoring can combine
finance with collection, sales-ledger
administration and receivables management.

2. Recourse or non-recourse terms vary by
arrangement. Neither collateral nor recourse
alone defines the difference in every case.
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Q49. What percentage of the salary is the EDLI
(Employees’ Deposit Linked Insurance)
contribution made by the employer?

EDLI # a1 e IIGT &N - a1 feha=m ufdrd gtar 872

A. 0.5% of salary
B. 1% of salary
C. 2% of salary
D. 0% of salary
E. None of these

Correct answer: A. 0.5% of salary

Explanation

1. The employer contributes 0.5% of wages for EDLI,
subject to the statutory wage ceiling and
applicable rules. The employee does not make a
separate EDLI contribution.

2. EDLI provides insurance benefits linked to an EPF
member's death while in service. It is separate
from EPF savings and EPS pension contributions.

Q50. Which statement correctly describes the
Aadhaar requirement at initial APY enrolment?

APY H efAa gid I5Y 3R & IR | gt - T 8?

A. If Aadhaar is unavailable at enrolment, Aadhaar or
enrolment details must be furnished in due
course

B. Aadhaar is permanently irrelevant to APY

C. Only persons already holding Aadhaar can ever
submit an application

D. The requirement depends only on the contribution
amount

E. None of these

Correct answer: A. If Aadhaar is unavailable at
enrolment, Aadhaar or enrolment details must be
furnished in due course

Explanation

1. The APY framework requires proof of Aadhaar or
enrolment for Aadhaar authentication under the
relevant notification. If Aadhaar is unavailable at
initial enrolment, it is to be supplied in due
course.

2. Thus Aadhaar need not already be available on
the enrolment date, but it is not permanently
irrelevant to the account. The distinction is initial
enrolment versus later compliance.
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Q51. What does Securities Transaction Tax (STT)
refer to?

gfagfd d-e e fhd TR &1 e 8?2

A. A tax on specified taxable securities transactions

B. A tax only on settled cash payments outside the
securities market

C. Atax only on intraday trading
D. A tax only on derivatives
E. None of these

Correct answer: A. A tax on specified taxable
securities transactions
Explanation

1. STT is levied on specified taxable securities
transactions, subject to the type of security,
transaction and applicable statutory rate.

2. It is not a tax on every possible stock-exchange
activity, nor is it limited only to derivatives or
intraday trades. The word specified is essential.

Q52. When did exchange-traded equity derivatives
begin in India?

IR H YoRTaSl IR 3! Fad BRIR fohd A ok I &
gorm A1?

A. July 2002

B. June 2000

C. June 2001

D. July 2001

E. None of these

Correct answer: B. June 2000

Explanation

1. Exchange-traded equity derivatives began in India
in June 2000 with index futures. Other products
followed later.

2. The timing should be distinguished from the 1999
legal amendment that recognised derivatives as
securities and from subsequent stock-futures
launches.

Page 14




Q53. Which description best explains the ISDA
Schedule attached to a Master Agreement?

ISDA ATER THEid ¥ Jgt gt & 937 Srf RiT 87

A. A paper detailing the modifications, selections,
and inclusions to the main agreement.

B. A document highlighting the business conditions
of a distinct derivative deal.

C. A standard format document that allows
modifications.

D. A paper solely utilized by banking and monetary
establishments.

E. None of these

Correct answer: A. A paper detailing the
modifications, selections, and inclusions to the
main agreement.

Explanation

1. The Schedule records the parties' elections,
amendments and additions to the standard ISDA
Master Agreement. It tailors the general
agreement.

2. A transaction confirmation records the economic
terms of an individual derivative deal. The
Schedule and confirmation serve different
purposes.

Q54. Which of the following best describes the
primary purpose of SEBI?

SEBI o1 Wid defics 3833 T 87

A. To advocate for the benefits of stock markets.

B. To oversee the operations of banks within the
securities sector.

C. To safeguard the rights and interests of securities
investors.

D. To manage and regulate the activities of self-
regulating bodies.

E. None of these

Correct answer: C. To safeguard the rights and
interests of securities investors.

Explanation

1. SEBI protects the interests of investors in
securities and promotes the development of, and
regulates, the securities market.

2. Investor protection is part of its statutory
mandate. It is not the general banking regulator
or an organisation created merely to advertise
stock trading.
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Q55. Which of the following is the exclusive right
of the RBI as per Section 22 of the RBI Act?

RBI 3rfaifaas &t &RT 22 & ¥R RBI & fasiy sifdepr an
8?

A. To oversee the public debt of the Union.

B. To conduct all monetary, remittance, exchange,
and banking operations for the Central
Government in India.

C. To be the sole issuer of banknotes in India on
behalf of the Central Government.

D. To extend loans and advances to banks and other
institutions.

E. None of these

Correct answer: C. To be the sole issuer of
banknotes in India on behalf of the Central
Government.

Explanation

1. Section 22 gives the RBI the sole right to issue
banknotes in India. Currency management
operates within the statutory framework.

2. The Government of India issues one-rupee notes
and coins. Banknote issuance should be
distinguished from managing public debt or
extending bank credit.
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Q56. Which of the following accurately describes
the nature of a joint venture?

T IeH h! Ui T T Tt 9T hi--97 872

A. Sole ownership and governance by a single firm

B. Brief partnership that does not result in the
formation of a new business entity

C. A collaborative business agreement where
multiple parties decide to combine their assets for
a particular endeavor

D. A protracted alliance where every participant
retains control over its individual resources

E. None of these

Correct answer: C. A collaborative business
agreement where multiple parties decide to
combine their assets for a particular endeavor

Explanation

1. A joint venture is a collaborative arrangement in
which two or more parties combine resources for
a defined business undertaking, sharing risks and
returns.

2. This question tests the nature of the
arrangement. A venture may use a separate legal
entity or a contractual structure; it does not
necessarily mean sole ownership or a temporary
informal partnership.
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Q57. Which option correctly lists the CAMELS
components used in the Indian bank-supervision
framework?

WRAG ek uiaeror § uged CAMELS YUTTell & ©cehl bl gl
%Y -1 8?2

A. Capital adequacy, Asset quality, Management,
Earnings, Liquidity, Systems and controls

B. Credit, Asset quality, Management, Equity,
Liquidity, Systems and controls

C. Capital adequacy, Asset quality, Market risk,
Earnings, Liability, Systems and controls

D. Credit, Asset quality, Market risk, Equity, Liability,
Systems and controls

E. None of these

Correct answer: A. Capital adequacy, Asset
quality, Management, Earnings, Liquidity, Systems
and controls

Explanation

1. In the Indian supervisory framework, CAMELS
denotes Capital adequacy, Asset quality,
Management, Earnings, Liquidity, and Systems
and controls.

2. The framework assesses several dimensions of a
bank rather than profitability alone. Management
differs from market risk, and earnings differs
from equity.

Q58. Who is the primary proponent of the
Keynesian theory of economics?

I e & U@ Uddeh i 27

A. Adam Smith

B. John Maynard Keynes
C. Karl Marx

D. Milton Friedman

E. None of these

Correct answer: B. John Maynard Keynes

Explanation

1. John Maynard Keynes developed Keynesian
economics, with emphasis on aggregate demand
and its effects on output and employment.

2. His analysis explains why an economy can remain
below full employment and why fiscal policy may
help stabilise demand during a downturn.
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Q59. Which statement best characterizes a Tri-
Party Repo?
Buefia 3t 1 ged Tt guiq ai9-a1 §?

A. An arrangement to lend money against securities
as collateral

B. A mechanism where securities are traded on a
daily basis

C. Arepurchase agreement involving a thirdparty
custodian to facilitate the transaction

D. A bilateral contract between two parties without
any intermediaries

E. None of these

Correct answer: C. A repurchase agreement
involving a thirdparty custodian to facilitate the
transaction

Explanation

1. A tri-party repo is a repurchase transaction in
which a third-party agent assists the two trading
counterparties with collateral and settlement
services.

2. The third party can handle collateral selection,
custody and management. Its participation
distinguishes this structure from a purely bilateral
repo.

Q60. In the four-theorem classification of bond
pricing, which theorem states that longer
maturity implies greater price sensitivity?

gi-g 7 RuRor & IR-yAY aret affersor & SH-a1 99T Sgdn
2 & ot uRyeaar aret df-s it gou Gageferar aifde gt
8?

A. Theorem 1

B. Theorem 2

C. Theorem 3

D. Theorem 4

E. None of these

Correct answer: C. Theorem 3

Explanation

1. In the four-theorem ordering used here, Theorem
3 states that a longer term to maturity generally
produces greater price sensitivity to changes in
yield.

2. The comparison assumes other relevant bond
features are comparable. The theorem numbers
refer to this textbook ordering, while the
underlying maturity-risk relationship is the key
concept.
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Q61. Which measures were recommended by the
Narasimham Committees for reforming the
banking sector?

dfhT &3 & gur & faw ROww gfafat 4 eF-a ol
gee &2

A. Reform of lending practices

B. Implementation of prudential standards in
banking operations

C. Strengthening of banking supervision
D. All of A,Band C
E. None of these

Correct answer: D. All of A, Band C

Explanation

1. The Narasimham banking-reform
recommendations included stronger prudential
norms, improved supervision and reforms to
lending practices.

2. The measures aimed to improve efficiency,
transparency and financial soundness. Since all
three listed measures form part of this reform
direction, the combined option is correct.

Q62. An economy has nominal GDP of Rs.1,500
crore and real GDP of Rs.1,250 crore. What is its
GDP deflator?

Toh SffeaeT &l Hifads GDP 1,500 a8 ¥93 3R ardfde
GDP 1,250 &xig 30 g1 381 GDP 3ruehifderRes fehar
gm?

A. 100

B. 110

C.120

D. 125

E. None of these

Correct answer: C. 120

Explanation

1. GDP deflator = (Nominal GDP / Real GDP) x 100.
Here, (1,500 / 1,250) x 100 = 120.

2. A deflator of 120 means that the price level for the
output represented by GDP is 20% above the
base-year level of 100; it is not itself a 120%
inflation rate.
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Q63. GDP at market prices is Rs.1,500 crore,
depreciation Rs.100 crore, net factor income from
abroad Rs.20 crore, indirect taxes Rs.150 crore and
subsidies Rs.30 crore. What is NNP at factor cost?

ISR Jed IR GDP 1,500 FRIE 30, Jedg™ 100 I8 30,
ey ¥ ad &R$ 3™ 20 IS FUY, TUTET HR 150 IS
Fqd 3R Ffedl 30 g T g1 HReh dANTd TR NNP fhed=1
gir?

A. Rs.1,300 crore

B. Rs.1,320 crore

C. Rs.1,400 crore

D. Rs.1,500 crore

E. None of these

Correct answer: A. Rs.1,300 crore

Explanation

1. NNP at factor cost = GDP at market prices -
depreciation + net factor income from abroad -
indirect taxes + subsidies.

2. Substituting the values gives 1,500 - 100 + 20 - 150
+ 30 = Rs.1,300 crore. Net factor income converts
domestic income to national income, while
depreciation converts gross to net.

Q64. Nominal GDP grows by 10% and the GDP
deflator rises by 5%. What is the approximate
growth in real GDP, using the exact ratio?

Hifger GDP & 10% Jfg gidl & 3R GDP srawhifdeRa 5%
&1 8| Fleh FUTd T SUANT el R ardfdeh GDP &l gfeg
e fohat ghft?

A. 15.00%

B. 5.00%
C.9.52%

D. 4.76%

E. None of these

Correct answer: D. 4.76%

Explanation
1. Real GDP growth = [(1 + nominal growth) / (1 +

price growth) - 1] x 100. Thus, [(1.10 / 1.05) - 1] x
100 is approximately 4.76%.

2. Subtracting 5% from 10% gives a convenient
approximation of 5%, but the question asks for
the exact ratio. Nominal growth includes both
output and price changes.
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Q65. A manufacturer sells output worth Rs.400
lakh and uses intermediate inputs worth Rs.150
lakh. Ignoring product-tax adjustments, what is
its gross value added?

Ueh fAATAT 400 &g 39 ohT IdTe ST & 3R 150 g 39
& ATl SINTAT hl SUANT hedl g1 TG he el THISTI
P! BISH ITh! Tehel Yoo qferd A foha=it ghft?

A. Rs.550 lakh
B. Rs.250 lakh
C. Rs.150 lakh
D. Rs.400 lakh
E. None of these

Correct answer: B. Rs.250 lakh

Explanation

1. Gross value added equals the value of output less
intermediate consumption. Therefore, GVA = 400 -
150 = Rs.250 lakh.

2. Subtracting intermediate inputs prevents double
counting of goods and services already produced
elsewhere. Gross value added is measured before
deducting depreciation.

Q66. Government expenditure is Rs.1,200 crore,
revenue receipts Rs.900 crore, non-debt capital
receipts Rs.100 crore and interest payments Rs.80
crore. What is the primary deficit?

WHR T 1,200 I3 TUY, Iord wifadr 900 HRig Fud,
R-K0T Yot IIfeddl 100 aRis 30 3R &1 Yirae 80
RIS TYT & | Uk "rer fohd=T gi?

A. Rs.280 crore

B. Rs.200 crore

C. Rs.120 crore

D. Rs.80 crore

E. None of these

Correct answer: C. Rs.120 crore

Explanation

1. Fiscal deficit = total expenditure - revenue receipts
- non-debt capital receipts = 1,200 - 900 - 100 = Rs.
200 crore.

2. Primary deficit = fiscal deficit - interest payments
= 200 - 80 = Rs.120 crore. It shows the borrowing
gap after excluding interest on past debt.
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Q67. The revenue deficit is Rs.300 crore and grants
for creation of capital assets are Rs.75 crore. What
is the effective revenue deficit?

ST "rel 300 dRig Fud SR Yuinta uRkdufadl & goi &
foIg ara™ 75 g $Ud &1 UwTel IS = fohd =T givm?

A. Rs.225 crore

B. Rs.375 crore

C. Rs.300 crore

D. Rs.75 crore

E. None of these

Correct answer: A. Rs.225 crore

Explanation

1. Effective revenue deficit = revenue deficit - grants
for creation of capital assets. Therefore, 300 - 75 =
Rs.225 crore.

2. Such grants are recorded as revenue expenditure
by the granting government but finance capital
assets at the recipient level. The measure adjusts
for this distinction.

Q68. Revenue expenditure is Rs.700 crore and
revenue receipts are Rs.600 crore. What is the
revenue deficit?

oG &g 700 RIS T 3R o Uifeaat 600 avis 3 g1
o7 gTeT fehaaT ghm?

A. Rs.1,300 crore
B. Rs.700 crore
C. Rs.600 crore

D. Rs.100 crore
E. None of these

Correct answer: D. Rs.100 crore

Explanation
1. Revenue deficit = revenue expenditure - revenue
receipts = 700 - 600 = Rs.100 crore.

2. A revenue deficit indicates that revenue receipts
are insufficient to meet revenue expenditure. It is
distinct from fiscal deficit, which also includes
capital transactions.
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Q69. Which transaction belongs to the current
account of the balance of payments?

fAefafEd & & eF-a1 a3 Yrae dged & e @rd |
MR giar 872

A. A foreign investor purchases equity in an Indian
company

B. An Indian company pays a foreign firm for
consultancy services

C. An Indian bank borrows from an overseas bank

D. A foreign lender provides a long-term project loan

E. None of these

Correct answer: B. An Indian company pays a
foreign firm for consultancy services

Explanation

1. Payments for consultancy services are imports of
services and belong to the current account. That
account covers goods, services, primary income
and secondary income.

2. Cross-border equity purchases and borrowing are
financial-account transactions. A payment need
not involve physical goods to be part of the
current account.

Q70. Which investment most clearly represents
foreign direct investment rather than a passive
portfolio holding?

fAfsha Midwiferat [Aaer 6 gemn & ai9-a1 Ader gey fadef
e 1 Had TE IaTER 82

A. A foreign individual buys a small quantity of listed
shares for short-term trading

B. A foreign fund buys government bonds

C. A foreign company establishes and controls a
manufacturing subsidiary in India

D. An overseas investor buys a Treasury Bill

E. None of these

Correct answer: C. A foreign company establishes
and controls a manufacturing subsidiary in India

Explanation

1. Establishing and controlling a manufacturing
subsidiary creates a lasting business interest and
a direct-investment relationship.

2. Portfolio investment generally involves securities
holdings without such a controlling business
relationship. Short-term trading and debt-security
purchases do not by themselves establish a
subsidiary.
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Q71. Under a fixed exchange-rate system, the
authorities officially change the rate from Rs.70
per US dollar to Rs.75 per US dollar. What is this
change called?

f@R fafAwg & yoreft & wrferor snfderRes R @t 70 30
gfd 3R STeR § Faeiehk 75 30 ufd SfRehl Sfelk &R qd
&1 39 uRad oht oRIT gl SIIT 872

A. Devaluation of the rupee

B. Revaluation of the rupee

C. Appreciation of the rupee

D. Dollarisation of the economy
E. None of these

Correct answer: A. Devaluation of the rupee

Explanation

1. The rupee has been officially reduced in value
because more rupees are required to buy one
dollar. Under a fixed-rate arrangement, this
official downward adjustment is called
devaluation.

2. Depreciation normally describes a market-driven
fall under a floating exchange-rate system.
Revaluation is the official upward adjustment in a
fixed-rate system.

Q72. Country A can produce one unit of wheat by
giving up two units of cloth; Country B must give
up four units of cloth. Which statement is correct?

3T A Y U IS TTg 9 o folg 3F TS U Bie Ued &,
STdfch &<T B &l IR SR8 hUs BISH USd &l hi--TT HYF Tgl
&2

A. Country B has a comparative advantage in wheat
B. Both have the same opportunity cost of wheat

C. Neither country can benefit from trade

D. Country A has a comparative advantage in wheat
E. None of these

Correct answer: D. Country A has a comparative
advantage in wheat

Explanation

1. Comparative advantage depends on the lower
opportunity cost, not simply on total production.
Country A sacrifices two units of cloth for wheat,
compared with four in Country B.

2. Country A therefore has a comparative advantage
in wheat. Specialisation based on relative
opportunity costs can support mutually beneficial
trade.
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Q73. A market has one seller, no close substitutes
and substantial barriers to entry. Which market
structure does it represent?

Teh ITSTR A hddl Uk fachdT &, Rehe fdehed Suetser 81 & ok
a9 § 9t S1eT &1 98 -t TR IReA 87

A. Perfect competition

B. Monopoly

C. Monopolistic competition
D. Oligopoly

E. None of these

Correct answer: B. Monopoly

Explanation

1. A monopoly has a single seller supplying a
product without close substitutes, with barriers
restricting entry by competitors.

2. An oligopoly has a small number of major sellers,
while perfect competition has many sellers of a
homogeneous product. Monopolistic competition
combines many sellers with differentiated
products.

Q74. A 10% fall in price causes a 20% rise in
quantity demanded. Using the percentage-change
method and the absolute value, what is price
elasticity of demand?

T T 10% St T 9T H A1 20% Tedt g1 ufasra gRada
fafer oik fARUer A1 T YT HRA W AT hY hIAd Ard foha-t
ghft?

A.0.5

B. 1.0

C.2.0

D.10.0

E. None of these

Correct answer: C. 2.0

Explanation

1. The absolute price elasticity of demand =
percentage change in quantity demanded /
percentage change in price=20/10=2.

2. Demand is elastic because the absolute value
exceeds 1. The signed elasticity is negative for an
ordinary downward-sloping demand relationship,
but the question asks for its absolute value.
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Q75. For a normal good, what is the usual effect of
a rise in consumer income, with other factors
unchanged?

U 9T a¥g & foly JUMIRT 31 dgd W, 3 R
3rufafdd g+ &t AT F, g aar v usdr g2

A. The demand curve shifts to the right
B. The demand curve shifts to the left

C. There is only movement along the same demand
curve

D. The supply curve necessarily shifts to the left
E. None of these

Correct answer: A. The demand curve shifts to the

right

Explanation

1. Demand for a normal good rises as consumer
income rises. At each price, consumers are willing
to buy more, shifting the demand curve to the
right.

2. A change in the good's own price causes
movement along a demand curve. A change in

income is a non-price determinant and therefore
shifts the curve.

Q76. A worker's money income remains
unchanged while the general price level rises.
What happens to the worker's real income?

U pHANI &Y Hifge o suRkafda et §, Safe am=
HHT TR 96 ST &1 IGh! TR 3T TR RIT TG USTT?

A. It necessarily rises

B. It remains unchanged

C. It becomes equal to the inflation rate
D. It falls

E. None of these

Correct answer: D. It falls

Explanation

1. Real income measures purchasing power. If the
same money income must buy goods at higher
prices, the quantity that can be purchased falls.

2. Arise in nominal income does not always mean a
rise in real income either. Nominal income must
grow faster than the relevant price level for
purchasing power to increase.
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Q77. A sharp rise in crude-oil prices increases
transport and production costs throughout the
economy. Which type of inflation does this most
directly illustrate?

Fed ddl H hEal 7 a9 gfg @ srdegawn # gRkagd ok
TG AN ¢ STt 81 I8 a9 dte fhg TR <t Jarehifa
T ITER0T 87

A. Demand-pull inflation

B. Cost-push inflation

C. Deflation

D. Disinflation caused by lower costs
E. None of these

Correct answer: B. Cost-push inflation

Explanation

1. Higher oil prices raise input costs, which can
cause firms to increase selling prices. This supply-
side pressure is cost-push inflation.

2. Demand-pull inflation arises when aggregate
demand grows relative to available output.
Deflation means falling prices, while disinflation
means a slower rate of price increase.

Q78. Which combination
contractionary fiscal policy?

PI-9T G AHaThRI ASTehN g if T gerfar g2

A. Lower taxes and higher government spending
B. Lower taxes and unchanged government spending
C. Higher taxes and lower government spending

represents

D. Lower policy interest rates and purchases of
securities

E. None of these

Correct answer: C. Higher taxes and lower
government spending

Explanation

1. Higher taxes reduce private disposable income,
while lower government spending reduces a
component of aggregate demand. Together they
represent contractionary fiscal policy.

2. Interest-rate changes and central-bank securities
operations are monetary-policy measures. Fiscal
policy works principally through government
taxation and expenditure.
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Q79. Which is an example of an automatic fiscal
stabiliser?

HI-971 fAehed TWaTfeld TsTepviY f@ikes oht 3aT8R0T 87

A. Income-tax collections fall automatically when
taxable incomes decline

B. The government announces a new discretionary
spending package

C. The central bank changes the repo rate

D. Parliament approves a new tax rate for the first
time

E. None of these

Correct answer: A. Income-tax collections fall

automatically when taxable incomes decline

Explanation

1. With an existing income-tax system, tax
collections decline when taxable incomes decline.

This cushions disposable income without
requiring a new policy decision for each
downturn.

2. A newly announced spending package or tax-rate
change is discretionary. Automatic stabilisers
operate through the existing structure of taxes
and eligible transfers.

Q80. Under a repo, securities are sold for Rs.100
lakh and repurchased for Rs.102 lakh at the
agreed date. Ignoring fees, what is the financing
cost for the period?

Teh 30t # ufayfadl 100 g 39 # &<f Srelt € 8k a3 faf
TR 102 &G 30 H G WGt Sl g1 Yoch Bigeahs 39 3rafd
&t fa<T Ta fohat 82

A. Rs.100 lakh

B. Rs.102 lakh

C. Rs.202 lakh

D. Rs.2 lakh

E. None of these

Correct answer: D. Rs.2 lakh

Explanation

1. The financing cost for the period is the
repurchase price less the initial sale price: 102 -
100 = Rs.2 lakh.

2. The initial Rs.100 lakh is the principal funding
received. Annualising the return would also
require the number of days and an agreed day-
count convention, which are not needed here.
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Q81. Assume a bank has relevant deposit
liabilities of Rs.1,000 crore and a prescribed CRR of
4%. How much cash reserve must it maintain with
the central bank?

A1 <fifS foneft do i Taifda ST 3gag 1,000 g 92 &
3R RgfRda CRR 4% g1 38 ol deh & U fhe-t Tehg
Rfera Y T ghft?

A. Rs.4 crore

B. Rs.40 crore

C. Rs.100 crore
D. Rs.400 crore
E. None of these

Correct answer: B. Rs.40 crore

Explanation

1. Required cash reserve = relevant liabilities x
prescribed CRR = 1,000 x 4% = Rs.40 crore.

2. The ratio is an assumption supplied in this
numerical question. CRR is a cash-reserve

requirement and should not be confused with the
wider set of eligible assets used for SLR.

Q82. In a simplified deposit-multiplier model with
no cash leakage or excess reserves, the required
reserve ratio is 20%. What is the deposit
multiplier?

Teh {Rel STHT UTeh Aisel | Aehe Rama ok srfafRe smfaa
fAfe 781 81 srfFard aRféla erqurd 20% 8 W ST Uik
fehe gimr?

A.0.2

B.2

C.5

D. 20

E. None of these

Correct answer: C.5

Explanation

1. In the simplified model, the deposit multiplier
equals 1/ required reserve ratio. Since 20% = 0.20,
the multiplieris 1/0.20 = 5.

2. The result depends on the stated assumptions.
Cash withdrawals, excess reserves and other
constraints can reduce actual deposit expansion
relative to this simple model.
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Q83. What is the immediate liquidity effect when
the central bank purchases government securities
from banks in an open-market operation?

Yol ISR URATe H ol deh 59 depl & TRpRI ufasgfaar
TRIGAT &, dl dReAdT UR dchTdl Rl U9Td UsSdl g2

A. Bank reserves and banking-system liquidity
increase

B. Bank reserves necessarily decrease

C. There is no payment to the selling banks

D. The transaction directly raises income-tax rates
E. None of these

Correct answer: A. Bank reserves and banking-
system liquidity increase

Explanation

1. The central bank pays the selling banks for the
securities, increasing their reserve balances. An
outright purchase therefore injects liquidity into
the banking system.

2. An outright sale generally absorbs liquidity as
banks pay the central bank. The operation affects
reserve money rather than directly changing tax
rates.

Q84. Which issuer-instrument pair is correctly
matched?

HIF-9T STRIehdT 3R A= e &1 ffe= 9t 82

A. A household - Certificate of Deposit

B. A mutual fund unit holder - Treasury Bill

C. A State Government - Commercial Paper

D. An eligible non-financial company - Commercial
Paper

E. None of these

Correct answer: D. An eligible non-financial
company - Commercial Paper

Explanation

1. Commercial Paper is an unsecured short-term
debt instrument that eligible companies and
other permitted issuers can use to raise funds.

2. Treasury Bills are issued by the Government of
India, while Certificates of Deposit are issued by
eligible banks and permitted financial institutions.
A household is not a CD issuer.
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Q85. A 91-day Treasury Bill is bought for Rs.98,000
and redeemed for Rs.1,00,000. Using a 365-day
year and a simple return on purchase price, what
is its approximate annualised yield?

91 & @1 3ot fa@ 98,000 4T # Wer Sar g iR
1,00,000 FU & o1 ST &1 365 371 &1 a9 d1 Wig e
TR IR Ufdthel AR aTftichichd Ufdthel @ foha=m ghm?

A. 2.04%

B. 8.19%

C. 8.00%

D. 10.20%

E. None of these

Correct answer: B. 8.19%

Explanation

1. Holding-period return = (1,00,000 - 98,000) /
98,000. Annualised simple yield = (2,000 / 98,000)
X (365/91) x 100, approximately 8.19%.

2. The question specifies a return on purchase price
and a 365-day convention. A discount yield based
on face value or a different day-count convention
would produce a different figure.

Q86. A bond pays an annual coupon of Rs.80 and
trades at Rs.800. What is its current yield?

Ueh 91+ o1 aTftieh U= 80 IUY g 3R IHHT ISR Hed 800
FYY g | ST dTe] Uit fehd=T givr?

A. 8%

B. 12%

C.10%

D. 80%

E. None of these

Correct answer: C. 10%

Explanation

1. Current yield = annual coupon / current market
price x 100 =80/ 800 x 100 = 10%.

2. Current yield measures coupon income relative to
market price. It does not include the capital gain
or loss at redemption and is therefore different
from yield to maturity.
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Q87. Which feature most clearly identifies a zero-
coupon bond?

P-4t faRivar I-guA di-s ol 998 WE U ¥ YgaHd g2

A. It makes no periodic coupon payments
B. It always has a zero purchase price

C. It can never have a maturity date

D. It necessarily carries no credit risk

E. None of these

Correct answer: A. It makes no periodic coupon
payments

Explanation

1. A zero-coupon bond does not pay periodic
interest coupons. It is commonly issued below
redemption value, with the return arising from
the difference.

2. Zero coupon does not mean zero risk or a free
investment. Its market price can change with
interest rates, and the issuer may still expose the
investor to credit risk.

Q88. Which statement about a credit rating is
correct?

shise AT & IR H hi9-41 HU= Tl 8?2

A. It guarantees repayment of every rated obligation

B. It is a fixed promise of market return

C. It eliminates all interest-rate risk

D. It is an opinion on creditworthiness and is not a
repayment guarantee

E. None of these

Correct answer: D. It is an opinion on
creditworthiness and is not a repayment
guarantee

Explanation

1. A credit rating expresses an assessment of the
issuer's or instrument's ability to meet financial
obligations. It is an opinion, not a contractual
guarantee of repayment.

2. Ratings may be revised as conditions change.
Investors must still consider credit, market,
liquidity and other relevant risks rather than
relying on a rating alone.
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Q89. Diversifying a portfolio across unrelated
companies most directly reduces which risk?

Irgefad shufaal & g therex idwifaat & fafgefiaor
A G g W HH-91 SIfEH 4 gidr 872

A. All economy-wide systematic risk

B. Company-specific unsystematic risk
C. Every form of inflation risk

D. All interest-rate risk without exception
E. None of these

Correct answer: B. Company-specific unsystematic

risk

Explanation

1. Company-specific risk can be reduced by holding
investments whose individual outcomes are not

perfectly correlated. Poor performance by one
firm may be offset elsewhere.

2. Economy-wide systematic risk, such as a broad
recession or market shock, cannot generally be
eliminated merely by adding more shares from
the same market.

Q90. A mutual-fund scheme has assets of Rs.104
crore, liabilities of Rs.4 crore and 10 crore units
outstanding. What is NAV per unit?

Toh RIS the dteT i akEufaat 104 &g U, qaarg 4
FIE TIY 3R TR ghrsar 10 s g1 Ufd s NAV fohae
ghmr?

A. Rs.10.40

B. Rs.10.80

C.Rs.10.00

D. Rs.14.00

E. None of these

Correct answer: C. Rs.10.00

Explanation

1. NAV per unit = (assets - liabilities) / units
outstanding = (104 - 4) crore / 10 crore = Rs.10.

2. Liabilities must be deducted before dividing by
outstanding units. NAV is a per-unit measure of

the scheme's net assets; it is not simply its gross
asset value.
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Q91. A company offers new shares to its existing
shareholders in proportion to their holdings,
usually for a subscription payment. What is this
issue called?

Teh U ST HIS[GT AR i IJ7eh! fTeIaRY & oruTd |
T RR 3t &, S forg ar=ra: e af &t gt 81 33
7t =1 gt STaT 87

A. Rights issue

B. Bonus issue

C. Stock split

D. Offer only to new foreign investors
E. None of these

Correct answer: A. Rights issue

Explanation

1. A rights issue offers existing shareholders an
opportunity to subscribe to additional shares,
commonly in proportion to their current holdings.

2. Unlike a bonus issue, a rights issue generally
requires payment and raises funds for the
company.  Subscription  rights may be
transferable, depending on the issue terms.

Q92. A company capitalises eligible reserves and
issues additional shares to existing shareholders
without a subscription payment. What is the
immediate nature of this transaction?

Ueh Ul ur SRfad [Afd bl guit # agerens Hislar IRRYRERT
! foeT Tewar YraE & fdRe R SR et 81 39 -
3 I dhI Uepfd T 872

A. It raises fresh cash from shareholders
B. It always doubles total company value
C. It creates a new bank loan

D. It is a bonus issue that does not itself bring fresh
cash into the company

E. None of these

Correct answer: D. It is a bonus issue that does
not itself bring fresh cash into the company

Explanation

1. A bonus issue converts eligible reserves into
share capital and distributes additional shares.
Shareholders do not pay a subscription amount
for those bonus shares.

2. The transaction does not by itself raise fresh cash
or create additional total net assets. More shares
are outstanding, so a larger share count alone
does not establish a gain in total investment
value.
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Q93. Which distinction between futures and
forwards is generally correct?

T 3R BRAS & T hl-91 3R HId: Fal 87

A. Both must always be privately negotiated without
an exchange

B. Futures are generally standardised and exchange
traded; forwards are generally customised and
oTC

C. Forwards can never have counterparty risk

D. Futures never require any margin

E. None of these

Correct answer: B. Futures are generally
standardised and exchange traded; forwards are
generally customised and OTC

Explanation

1. Futures contracts generally use standardised
terms and trade on exchanges with clearing
arrangements. Forwards are usually privately
negotiated over the counter with customised
terms.

2. Exchange-traded futures commonly involve
margins and mark-to-market settlement. A
forward can carry counterparty risk, and its terms
depend on the negotiated agreement.

Q94. What does the buyer of an option acquire by
paying the premium?

farereT o1 WRIGR hffaw S o e ohedT 872

A. An obligation to exercise in every situation

B. Ownership of the underlying asset in every case

C. A contractual right, without an obligation, to buy
or sell on the agreed terms

D. A guaranteed profit regardless of market prices

E. None of these

Correct answer: C. A contractual right, without an
obligation, to buy or sell on the agreed terms

Explanation

1. An option buyer obtains a right to exercise
according to the contract terms but can choose
not to exercise. A call gives a right to buy; a put
gives a right to sell.

2. The buyer pays a premium for this right. The
writer has the corresponding obligation if the
option is validly exercised, and the premium does
not guarantee a profit for the buyer.
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Q95. A call option has a strike price of Rs.100 and a
premium of Rs.5 per unit. At expiry, the
underlying price is Rs.120. What is the buyer's net
profit per unit, ignoring transaction costs?

Qeh ehict fdehed ht TN hivd 100 393 3R ufd genrs Hifad
5 3¥0d g1 S IR Sidf-fga gReuf &1 e 120 30 81
-39 @NTd BlgaR WXIGR &l Ufd oprs fAad @y foha=m
ghmm?

A.Rs.15

B. Rs.20

C.Rs.25

D.Rs.5

E. None of these

Correct answer: A. Rs.15

Explanation

1. The call's expiry payoff is max(120 - 100, 0) = Rs.20
per unit. Net profit deducts the premium: 20 - 5 =
Rs.15.

2. The distinction between payoff and profit matters.
The call buyer benefits from a price above the
strike, but the premium must be recovered before
the position earns a net profit.

Q96. A company has a floating-rate loan and
wants to hedge against rising interest rates using
an interest-rate swap. Which swap position is
most suitable?

Teh Ul = IRadIT saTeT &R IR o7 forT & SR <&aTeT &R dg
& ST @ 999 & AT =gl ¥ Q@Y &A1 Frgat 21 -t
@y R ge Iuga &2

A. Pay floating and receive fixed

B. Pay both fixed and floating without receiving
anything

C. Receive only an equity dividend

D. Pay fixed and receive floating

E. None of these

Correct answer: D. Pay fixed and receive floating

Explanation

1. A pay-fixed, receive-floating swap allows the
company to receive a floating payment that can
offset the floating interest on its loan, leaving a
fixed-rate payment under the swap.

2. The hedge is most effective when the loan and
swap match in notional amount, reference rate
and timing. Basis differences and counterparty
exposure can still matter.
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Q97. Under factoring with recourse, who generally
bears the ultimate loss if an approved customer
fails to pay solely because of credit default,
subject to the contract?

gTard |fgd theel #, srgey & sefi, afe wigpd utgeh hael
0T b o HRUT YA Tal el g, al sifad g amr=d:
fohe R St 82

A. The seller has no liability in any circumstances

B. The seller, because the factor can exercise recourse
C. The central bank automatically pays the debt

D. The stock exchange always guarantees the invoice
E. None of these

Correct answer: B. The seller, because the factor
can exercise recourse

Explanation

1. In recourse factoring, the factor can recover the
unpaid amount from the seller under the agreed
terms. The seller therefore generally retains the
customer credit risk.

2. Non-recourse factoring can transfer approved
debtor credit risk to the factor, subject to
conditions and exclusions. Disputes, fraud and
contractual breaches may be treated differently
from pure credit default.

Q98. A lease transfers substantially all risks and
rewards of ownership of an asset to the lessee,
even though legal title may not immediately
transfer. How is it classified?

T Ugl uREUR & @i @ e o ot Sifew ek
TfAThel USaR I ERATARG YT &, T & BT Wi g 7
IGel | ST fTeRvoT T RIT?

A. Operating lease by definition
B. A savings deposit

C. Finance lease

D. A spot foreign-exchange trade
E. None of these

Correct answer: C. Finance lease

Explanation

1. A finance lease is characterised by transfer of
substantially all risks and rewards incidental to
ownership. Immediate transfer of legal title is not
essential to this definition.

2. This question tests the nature of the lease
arrangement. It should not be confused with a
claim that every lessee can keep lease obligations
off the balance sheet under current accounting
standards.
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Q99. Property worth Rs.80 lakh is insured for Rs.60
lakh. A covered partial loss of Rs.20 lakh occurs.
Applying the average clause and ignoring
deductibles, what claim is payable?

80 @G JUd Y Tufy o1 ST 60 Rg $9F & g e
g1 diffa Sifew & 20 omrg vud i shifies g1+ gidt 81 3
WS o] e 3R FAfat Sie w 37 qr Rbar g

A. Rs.15 lakh

B. Rs.20 lakh

C. Rs.60 lakh

D. Rs.80 lakh

E. None of these

Correct answer: A. Rs.15 lakh

Explanation

1. Under the average clause, claim = loss x (sum
insured / value at risk). Thus, 20 x (60 / 80) = Rs.15
lakh.

2. The property is insured for only 75% of its value,
so the insurer pays 75% of the covered partial loss
under the stated assumptions. The remaining
portion is borne by the policyholder.
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Q100. An asset has a cash price of Rs.6,00,000.
Under hire purchase, the down payment is Rs.
1,00,000 and total instalments are Rs.6,00,000.
Ignoring fees, what is the total finance charge?

Teh UfREUfRT @l Fehs Jed 6,00,000 ¥4 g1 foemar-@die |
S YIrd™ 1,00,000 U 3R Pt fohed 6,00,000 T4 €1
L[ceh BIge e o TR fehdm gim?

A. Rs.6,00,000

B. Rs.7,00,000

C. Rs.2,00,000

D. Rs.1,00,000

E. None of these

Correct answer: D. Rs.1,00,000

Explanation

1. Total hire-purchase payments = down payment +
instalments = 1,00,000 + 6,00,000 = Rs.7,00,000.

2. Total finance charge = total payments - cash price
=7,00,000 - 6,00,000 = Rs.1,00,000. The cash-price
component and financing component should be
distinguished.
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