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1. The following chart represents gross investment (as a % of GDP) of India in the last few years.

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 *2018-19
34.30% 33.40% 31.30% 30.10% 28.50% 28.50% 28.50% 28.80%

(In 2007-08, investment was at peak of 38% of GDP and after that it started declining due to global
financial crisis and domestic factors).
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2. The following chart represents Real GDP growth rate of India in the last few years.

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 *2018-19
6.20% 4.50% 6.60% 7.20% 8.20% 7.10% 6.70% 7.20%
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3. Some facts from agriculture sector

Data from Agriculture Census 2015-16
Farmer Category No. of Holdings (Crore) % of Holdings Area (Crore ha)
Marginal (0-1 ha) 9.99 67.59 3.80
Small (1-2 ha) 2.78 18.81 3.64
Semi Medium (2-4 ha) 1.38 9.34 3.72
Medium (4-10 ha) 0.55 3.72 3.14
Large (above 10 ha) 0.08 0.54 1.42
Total 14.78 100.00 15.72

% of Small and Marginal Farmers = 86.4%
Number of Small and Marginal Farmers = 12.77
Average land holding per farmer = 1.06 ha (= 2.7 acre)
Area under irrigation = Less than 50%

Following chart represents agriculture (and allied) sector real GDP growth rate in the last few years.

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19*
1.5% 4.2% -0.2% 0.7% 4.9% 3.4% 3.8%
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4. The following chart represents Fiscal Deficit (as % of GDP) of Govt, of India for the last few years.

2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 *2018-19
5.1% 5.8% 4.9% 4.5% 4.1% 3.9% 3.5% 3.5% 3.4%

Fiscal Deficit of Central Government
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5. The following chart represents Fiscal Deficit (as a % of GDP) of State Governments for the last
few years.

2014-15 2015-16 2016-17 2017-18 *2018-19
2.60% 3.10% 3.50% 3.10% 2.70%

Fiscal Deficit of State Governments
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6. The following chart represents Debt to GDP ratio of Centre and states for the last few years:

Debt/GDP 2013-14 2014-15 2015-16 2016-17 2017-18
Centre 47.5% 47.1% 47.4% 45.9% 46.5%
State 22.0% 21.7% 23.4% 23.8% 24.0%
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7. RBI surp us transfer to Government in Rs. Crore
2007-08 2008-09 09-10 10-11 11-12 12-13 13-14 14-15 15-16 16-17 17-18
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8. Following chart represents the net FDI in the last few years in India in Billion dollars.

Year 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
FDI 20 6 34.9 36 35.6 30.3
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9. Following chart represents the net FPI in the last few years in India in Billion dollars.

Year 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
FPI 26 0 40 -4.5 7.6 22.1
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10. Following chart represents India s exports of goods and services as a per cent of GDP
Exports of goods and services (% of GDP) i Also Show < Shane © Details
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11. Following chart represents India s imports of goods and services as a per cent of GDP.
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12. Following chart represents India s trade (exports plus imports) of goods and services as a per
cent of GDP.
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1. Quarterly and Annual GDP data is 

released by CSO with a time lag of: 

 

(a) One month 

(b) Two months 

(c) Three months 

(d) Four months 

 

2. Consider the following statements 

regarding Gross Domestic Product: 

 

(i) It is the value added by all the firms 

in the economy 

(ii) It is the final value of goods and 

services produced in the economy 

(iii) It is the sum of final consumption 

and investment expenditure by the 

household, private and government 

sector and net of exports and 

imports 

(iv) It is the income received by the four 

factors of production  

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i), (ii) & (iii) only 

(c) (i), (ii) & (iv) only 

(d) All of the above 

 

3. The demand for GDP in the economy 

comes from which of the following 

sectors: 

 

(i) Household 

(ii) Private 

(iii) Government 

(iv) External 

 

Select the correct answer using the 

code given below: 

(a) (i) & (ii) only 

(b) (ii) & (iii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

4. Economic growth in India is 

measured by GDP at: 

 

(a) Constant market prices 

(b) Current market prices 

(c) Factor Cost at constant prices 

(d) Factor Cost at market prices 

 

5. If India is experiencing economic 

growth, then which of the following 

statements must hold true: 

 

(i) Real GDP is increasing 

(ii) Nominal GDP is increasing 

(iii) Rate of growth of real GDP is 

increasing 

(iv) Rate of growth of nominal GDP 

is increasing 

 

Select the correct answer using the 

code given below: 

 

(a)  (i) only 

(b)  (i) & (ii) only 

(c)  (i) & (iii) only 

(d)  (i) & (iv) only 

 

6. If a country is experiencing recession, 

then which of the following shall be 

true: 

 

(a) Decrease in real GDP 

(b) Decrease in nominal GDP 

(c) Decrease in rate of growth of GDP 

(d) All of the above 

 

7. The National Income of a country 

(India) is equal to which of the 

following: 

 

(a) Gross National Product (GNP) 

(b) Net National Product at Market 

Prices 

(c) Net National Product at Factor 

Cost 
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(d) Income going to the household 

sector 

 

8. Consider the following statements:  

 

(i) Net Factor Income from Abroad is 

equivalent to net of exports & 

imports 

(ii) Net of Indirect taxes and 

subsidies are included in the 

calculation of national income 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

9. Which of the following statements are 

true regarding Gross National 

Income: 

 

(i) It is the income earned by a 

country's Residents  

(ii) It is the income earned by a 

country's residents and non-

residents both 

(iii) It is calculated at market price by 

CSO  

(iv) It is equal to GDP plus exports 

minus imports 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (i) & (iv) only 

(c) (ii) & (iii) only 

(d) (ii), (iii) & (iv) only 

 

10. Welfare of the people of a country is 

best represented by which of the 

following parameter: 

 

(a) Per capita net national income at 

constant prices 

(b) Per capita net national income at 

current prices 

(c) Per capita GDP at constant prices 

(d) Per capita GDP at current prices 

 

11. Which of the following constitutes 

investment in the economy: 

 

(i) Production of consumption 

goods 

(ii) Production of capital goods 

(iii) Production of services 

(iv) Buying and selling of shares 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (ii) only 

(c) (ii) & (iv) only 

(d) All of the above 

 

12. The decrease in dependency ratio 

(ratio of dependent population to 

working age population) of a country 

may lead to which of the following 

situation: 

 

(i) Increase in savings rate 

(ii) Decrease in savings rate 

(iii) Increase in Capital Formation 

(iv) Decrease in Capital Formation 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (ii) & (iv) only 

(c) (i) & (iv) only 

(d) (ii) & (iii) only 

 

13. Consider the following statements 

regarding Incremental Capital Output 

Ratio (ICOR): 
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(i) It shows how efficiently capital is 

being used to produce output 

(ii) It is the extra unit of capital 

required to produce one additional 

unit of output 

(iii) It is the extra unit of output 

produced from one additional unit 

of capital 

(iv) It is the ratio of change in capital to 

change in output 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i), (ii) & (iv) only 

(d) (i), (iii) & (iv) only 

 

14. Capital formation in a country will 

necessarily lead to which of the 

following: 

 

(i) Increase in ICOR 

(ii) Decrease in ICOR 

(iii) Economic growth 

 

Select the correct answer using the 

code given below: 

(a) (i) & (iii) only 

(b) (ii) & (iii) only 

(c) (iii) only 

(d) None of the above 

 

15. Economic growth in a country will 

necessarily have to occur if: 

 

(a) There is technological progress in 

the country 

(b) There is population growth in the 

country 

(c) There is capital formation in the 

country 

(d) The country's exports are 

increasing 

 

16. A country is going through a phase of 

industrialization. Which of the 

following statements are correct?  

 

(a) Capital to labour ratio increases 

(b) Productivity of labour increases 

(c) Total factor productivity increases 

(d) All of the above 

 

17. Which of the following statements are 

correct about CPI rural, CPI urban 

and CPI combined index? 

 

(i) Price data is collected by NSSO  

(ii) Price data is published by CSO 

(iii) The base year is 2011-12 

(iv) It is released for all India and for 

states and UTs separately 

 

Select the correct answer using the 

code given below: 

 

(a)  (ii), (iii) & (iv) only 

(b) (i), (ii) & (iii) only 

(c) (ii) & (iii) only 

(d) All of the above 

 

18. Consider the statements regarding 

the various inflation indices published 

in the country: 

 

(i) Wholesale Price Index (WPI) does 

not represent the inflation in 

services 

(ii) Consumer  Price Index (CPI) 

represents the inflation in services 

also 

(iii) CPI and WPI represent the 

inflation of imported components 

also 

(iv) GDP deflator captures the inflation 

of the goods and services 

produced domestically 

Select the correct answer using the 

code given below: 
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(a) (i) & (ii) only 

(b) (i), (ii), (iii) only 

(c) (ii), (iii),(iv) only 

(d) All of the above 

 

19. Which of the following is a common 

measure of degree of 'openness of 

an economy': 

 

(a) Exports and imports share in world 

GDP 

(b) Balance of Payments as a 

percentage of GDP 

(c) Trade balance as a percentage of 

GDP 

(d) Exports and imports of goods and 

services as a percentage of GDP 

 

20. RBI intervenes in the foreign 

exchange market to: 

 

(i) To contain the volatility in the 

rupee 

(ii) To set a price band for Rupee in 

terms of Dollar 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

21. A Country has floating (flexible) 

exchange rate system. Consider the 

following statements: 

 

(i) Rise in interest rate in the country 

may lead to appreciation of its 

currency 

(ii) Inflation in the country may lead 

to depreciation of its currency 

 

Select the correct answer using the 

code given below: 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

22. If a country has ‘Pegged’ (fixed but 

adjustable) exchange rate, then 

consider the following statements: 

 

(i) Inflation in the country may make 

its exports less competitive  

(ii) If the country devalues its currency 

in proportion to the inflation then 

its exports may remain competitive 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

23. Consider the following statements 

regarding purchasing power parity 

(PPP) exchange rates:  

 

(i) If two countries have zero rate of 

inflation, their PPP exchange rates 

will be constant 

(ii) The prices of goods will be same 

in both the countries when 

converted at PPP exchange rate 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d)   Neither (i) nor (ii) 

 

24. Which of the following statements are 

true in case "the currency of two 

countries are at purchasing power 

parity": 
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(a) PPP exchange rate is equal to 

Nominal exchange rate 

(b) PPP exchange rate is equal to 

Real exchange rate 

(c) Nominal exchange rate is equal 

to Real exchange rate 

(d) PPP, Nominal and Real 

exchange rates become equal 

 

25. Increase in India's trade deficit may 

lead to which of the following: 

 

(a) Increase in money supply in the 

economy 

(b) Depreciation of rupee 

(c) Appreciation of rupee 

(d) Increase in GDP 

 

26. Which of the following statements is 

correct? 

 

(a) An overvalued currency will boost 

exports from the country 

(b) An undervalued currency will boost 

exports from the country 

(c) Overvaluation/ undervaluation of 

currency does not impact exports 

(d) None of the above 

 

27. Which of the following situation may 

lead to depreciation of a country's 

currency with respect to another 

country: 

 

(a) Foreign Investment inflow 

(b) Rise in the interest rate 

(c) Increase in inflation 

(d) Increase in exports 

 

28. The export competitiveness of a 

country can be best measured 

through which of the following 

exchange rates: 

 

(a) Nominal Exchange Rate 

(b) Real Exchange Rate 

(c) Nominal Effective Exchange Rate 

(d) Real Effective Exchange Rate 

 

29. If 'Real Effective Exchange Rate' of a 

country appreciates then which of the 

following will be true: 

 

(a) Exports will become more 

competitive 

(b) Export competitiveness will 

reduce 

(c) Imports in the country will 

decrease  

(d) Will have no impact on trade  

 

30. Which of the following investors/ 

agencies can purchase government 

of India securities/bonds ? 

 

(i) Reserve Bank of India 

(ii) Portfolio Investors 

(iii) Financial Institutions 

(iv) Individuals 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (iii) only 

(c) (iii) only 

(d) All of the above 

 

31. Consider the following statements: 

 

(i) Currencies and coins are fiat 

money 

(ii) Currencies do not have intrinsic 

value but coins have 

(iii) Currencies and coins are legal 

tenders 

(iv) Cheques are legal tenders 

 

Select the correct answer using the 

code given below: 

 

(a)  (i) only 
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(b) (i) & (iii) only 

(c) (iii) & (iv) only 

(d) (ii), (iii) & (iv) only 

 

32. Consider the following statements 

regarding Monetary Base in India: 

 

(i) It is the total liability of RBI 

(ii) It is the total liability of 

Government of India 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

33. Which of the following are part of 

Monetary Base of an economy: 

 

(i) Currency notes and coins with the 

public 

(ii) Vault cash of commercial banks 

(iii) Deposits of commercial banks with 

RBI 

(iv) Deposits of Government of India 

with RBI 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (iii) & (iv) only 

(d) All of the above 

 

34. Reserve money of the commercial 

banks includes which of the following: 

 

(i) Deposits of Public 

(ii) Government securities held by 

banks 

(iii) Cash held by banks in their vaults 

(iv) Money deposited with RBI 

Select the correct answer using the 

code given below: 

 

(a) (ii) & (iii) only 

(b) (ii), (iii) & (iv) only 

(c) (iv) only 

(d) All of the above 

 

35. Consider the following statements 

regarding Cash Reserve Ratio (CRR) 

kept with RBI by commercial banks: 

 

(i) It ensures safety to the people’s 

deposits in banks 

(ii) It ensures solvency of banks 

(iii) It increases the cost of funds for 

the banks 

(iv) Banks earn interest on CRR 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

36. The Scheduled Commercial Banks 

(SCB) are required to maintain CRR 

with RBI as per which act: 

 

(a) Reserve Bank of India Act 1934 

(b) The Banking Regulation Act 1949 

(c) Securities Contract (Regulation) 

1956 

(d) None of the above 

 

37. Which of the following is not part of 

money supply in the economy? 

 

(i) Money lying with the government 

(ii) Deposits of commercial banks with 

other commercial banks 

(iii) Money lying with the Central bank 

(iv) Deposits of pubic with commercial 

banks 
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Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) & (iv) only 

(c) (i) & (ii) only 

(d) (i), (ii) & (iii) only 

 

38. Consider the following statements 

regarding Money Multiplier: 

 

(i) It increases with increase in 

reserve requirements of banks 

(ii) It decreases with increase in 

reserve requirements of banks 

(iii) It increases with Monetary Base 

(iv) It decreases with Monetary Base 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) (ii) & (iii) only 

(d) (ii) & (iv) only 

 

39. Consider the following statements 

regarding the new 'Monetary Policy 

Framework' signed  between Govt. of 

India and Reserve Bank of India: 

 

(i) The primary objective of Monetary 

Policy is price stability 

(ii) There is a flexible target for 

inflation that RBI needs to achieve 

(iii) Monetary Policy Framework is 

operated by RBI 

(iv) If RBI fails to achieve the target, it 

needs to submit report to the Govt. 

of India stating reasons of failure 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (iii) only 

(c) (i), (ii) & (iv) only 

(d) All of the above 

 

40. As per the new Monetary Policy 

Framework, who will determine the 

inflation target? 

 

(a) Government of India (GoI) 

(b) Reserve Bank of India (RBI) 

(c) GoI in consultation with RBI 

(d) Monetary Policy Committee 

 

41. Consider the following statements:  

 

(i) Open Market Operation is a 

monetary policy tool 

(ii) Open Market Operations take 

place in secondary market 

(iii) Sterilization is a monetary policy 

tool 

(iv) Sterilization is a Market 

Stabilization Scheme 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i) & (iv) only 

(c) (ii) & (iv) only 

(d) All of the above 

 

42. Consider the following statements 

regarding Open Market Operations: 

 

(i) It is conducted by Commercial 

Banks 

(ii) It is conducted by RBI 

(iii) It is about debt securities  

(iv) It is about equity securities 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (ii) & (iii) only 

(c) (ii), (iii) & (iv) only 
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(d) All of the above 

 

43. Which of the following agencies 

conducts ‘inflation expectation survey’ 

of households in India? 

 

(a) Central Statistical Organization 

(b) National Sample Survey 

Organization 

(c) Reserve Bank of India 

(d) Ministry of Finance 

 

44. RBI is keeping the policy rate at a 

higher level for quite some time. 

Which of the following conditions may 

have led to such behavior? 

 

(i) Inflation in the economy is high 

(ii) Inflation expectation in the 

economy is high 

Select the correct answer using the 

code given below: 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

45. Foreign Direct Investment (FDI) in 

India can happen by which of the 

following ways: 

 

(i) Subsidiary 

(ii) Joint Venture 

(iii) Acquisition of shares 

(iv) Purchase of government 

securities 

 

Select the correct answer using the 

code given below: 

 

(a)  (i) & (ii) only 

(b) (ii) & (iii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

46. Consider the following statements 

regarding Foreign Direct Investment 

(FDI): 

 

(i)   FDI investment happens through 

secondary market 

(ii) FDI investment is about equity 

securities 

(iii) FDI investment is about debt 

securities 

 

Select the correct answer using the 

code given below: 

 

(a)  (i) only 

(b) (i) & (ii) only 

(c) (i) & (iii) only  

(d) (ii) only 

 

47. Consider the following statements 

regarding Foreign Portfolio Investors 

(FPI): 

 

(i) FPI is mainly into primary market 

(ii) FPI investment may happen 

through primary market 

(iii) FPI investment happens only in 

equity shares 

(iv) FPI investment happens only in 

debt securities 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) (ii) & (iii) only 

(d) None of the above 

 

48. Consider the following statements: 

 

(i) Foreign Portfolio investments are 

more volatile than FDI 

(ii) FDI investors can easily sell their 

holdings and quit the market 
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(iii) Foreign Portfolio investment is 

sector specific  

(iv) FDI investment in general target 

the capital market 

 

Select the correct answer using the 

code given below: 

(a) (i) only 

(b) (i) & (iii) only 

(c) (iii) & (iv) only 

(d) (iv) only 

 

49. Consider the following statements: 

 

(i) A Foreign Portfolio Investor can 

maximum invest 10 per cent in an 

Indian Company 

(ii) When Foreign Investment in an 

Indian company is more than 10 

per cent it is treated as FDI 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

50. Foreign Direct Investment in India 

under "Government Route" is 

approved by which of the following 

agency/body: 

 

(a) Foreign Investment Promotion 

Board (FIPB) 

(b) Department of Industrial Policy 

and Promotion (DIPP) 

(c) Reserve Bank of India (RBI) 

(d) Respective administrative 

Ministry/ Department 

 

51. The Real Rate of Interest is equal to 

the Nominal Interest Rate minus 

inflation. Consider the following 

statements: 

(i) Real Interest Rate must be 

positive to encourage savings and 

reduce consumption 

(ii) Real Interest Rate must be 

negative to encourage savings and 

reduce consumption 

(iii) Real interest rate is always 

positive 

(iv) Inflation rate in the market may be 

negative 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (iii) only 

(c) (i) & (iii) only 

(d) (i) & (iv) only 

 

52. Which of the following factors may 

lead to increase in savings in the 

economy? 

 

(i) Positive real interest rate 

(ii) Low inflation rate 

(iii) Rise in per capita income 

(iv) Growth of financial intermediaries 

 

Select the correct answer using the 

code given below: 

 

(a)  (iii) only 

(b) (iii) & (iv) only 

(c) (ii) & (iii) only 

(d) All of the above 

 

53. If an economy is in “Liquidity Trap”, 

then which of the following 

statements shall be true: 

 

(i) The interest rate in the market will 

be very low/zero 

(ii) People and businesses both will 

hold on to their cash and don’t 

spend 

(iii) People will be willing to spend 
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(iv) Demand Deposits of banks 

increases 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i), (ii) & (iv) only 

(d) (i) & (iv) only 

 

54. Consider the following statements: 

 

(i) Inflation benefits creditors 

(ii) Inflation benefits debtors 

(iii) Inflation benefits bondholders 

(iv) Inflation benefits depositors 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (ii) only 

(c) (iii) only 

(d) (i), (iii) & (iv) only 

 

55. The decrease in Cash Reserve Ratio 

(CRR) requirement by RBI will impact 

the Marginal Cost of Funds based 

Lending Rate (MCLR) of banks in 

which of the following manner: 

 

(a) It may lead to increase in MCLR 

(b) It may lead to decrease in MCLR 

(c) It may lead to increase or 

decrease in MCLR 

(d) It will have no impact on MCLR 

 

56. Which of the following statements are 

true regarding the Marginal Cost of 

Funds based Lending Rate (MCLR): 

 

(i) Banks will do lending at or above 

MCLR 

(ii) Banks shall review the MCLR 

every month 

(iii) MCLR will help in better 

transmission of policy rate into 

lending rate 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i) & (iii) only 

(c) (iii) only 

(d) All of the above 

 

57. "Government offers above market 

interest rate on the small savings 

schemes like PPF etc.". It leads to: 

 

(i) Hindrance in monetary policy 

transmission 

(ii) Supports monetary policy 

transmission 

(iii) Mostly benefits the rich people 

(iv) Mostly benefits the poor people 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (i) & (iv) only 

(c) (ii) & (iii) only 

(d) (ii) & (iv) only 

 

58. Consider the following two 

statements: 

 

(i) Headline inflation measures price 

inflation arising due to all types of 

commodities in the economy 

(ii) Core inflation measures the 

headline inflation excluding volatile 

components i.e. food and fuel 

items 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 
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(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

59. If a country is experiencing inflation 

then what must decrease: 

 

(a) Wage level 

(b) The output of goods and services 

(c) The amount of money needed to 

purchase a given quantity of goods 

and services 

(d) Purchasing Power  

 

60. The rise in prices of goods and 

services in an economy may be 

caused due to: 

 

(i) Increase in money supply 

(ii) Increase in government 

expenditure 

(iii) RBI purchasing government 

securities from the public 

(iv) Increase in wages 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i), (ii) & (iii) only 

(c) (i), (ii), & (iv) only 

(d) All of the above 

 

61. Which of the following may lead to an 

increase in the overall prices: 

 

(i) Increase in effective demand 

(ii) Decrease in the aggregate level 

of output 

(iii) Increase in aggregate output 

(iv) An increase in overall 

employment 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iv) only 

(b) (ii) & (iv) only 

(c) (i), (ii) & (iv) only 

(d) All of the above 

 

62. To reduce the rate of inflation, the 

Government should: 

 

(a) Increase public expenditure 

(b) Encourage consumer expenditure 

(c) Increase Income tax 

(d) Reduce Interest Rate 

 

63. The amount of Money Supply in the 

economy affects the following 

macroeconomic variables: 

 

(a) Rate of Interest 

(b) Price level 

(c) Output 

(d) All of the above 

 

64. If the supply of money is increased in 

the economy, then which of the 

following statements are true: 

(a) It may lead to increase in interest 

rates  

(b) It may lead to decrease in interest 

rates 

(c) It will necessarily lead to 

economic growth 

(d) None of the above 

 

65. Which of the following scenarios can 

support sustainable economic growth: 

 

(i) Deflation 

(ii) Low and moderate inflation 

(iii) Galloping inflation 

(iv) Hyperinflation 

 

Select the correct answer using the 

code given below: 

 

(a) (ii) only 

(b) (i) & (ii) only 
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(c) (ii) & (iii) only 

(d) All of the above 

 

66. 'Stagflation' occurs in which of the 

following situation: 

 

(i)    Demand pull inflation 

(ii) Cost push inflation 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

67. Consider the following statements: 

 

(i) High output leads to high 

unemployment 

(ii) High unemployment leads to high 

inflation 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

68. Consider the following statements: 

 

(i) Disinflation is declining rate of 

inflation but the rate of inflation 

remains positive 

(ii) Deflation is general decrease in 

price level and the inflation rate is 

negative 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

69. Consider the following statements 

regarding an economy facing 

deflation: 

 

(i)  Companies defer their investments 

(ii)  People defer their expenditures 

(iii) Demand decreases 

(iv) Unemployment increases 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (iii) only 

(c) (iii) & (iv) only 

(d) All of the above 

 

70. Which of the following constitute 

Capital Account in Balance of 

Payment (BoP)? 

 

(i) Global Depository Receipts 

(GDRs) 

(ii) International Trade Credit 

(iii) Government securities purchased 

by foreign Investors 

(iv) Securities purchased by foreign 

portfolio investors 

 

Select the correct answer using the 

code given below: 

 

(a)  (i) & (ii) only 

(b) (iii) & (iv) only 

(c) All of the above 

(d) None of the above 

 

71. Which of the following statements will 

be considered as part of ‘Transfer 

Payments’ in balance of payment? 

 

(i) Money sent by an NRI to his friend 

in India 
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(ii) Money sent by an Indian employee 

who has gone abroad temporarily 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

72. The Current Account Deficit in 

Balance of Payment can be financed 

through: 

 

(i) Net capital inflow 

(ii) Foreign exchange reserve 

transaction 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) None of the above 

 

73. The visit of foreigners in India to see 

the various places/events in the 

country, amounts to which of the 

following in terms of economy: 

 

(a) Production 

(b) Consumption 

(c) Import  

(d) Export 

 

74. Which of the following functions are 

part of the Reserve Bank of India 

(RBI) acting as Banker to Banks. 

 

(i) Enabling banks to maintain their 

accounts with RBI for statutory 

reserve requirements 

(ii) Enabling settlement of interbank 

transfer of funds 

(iii) RBI provides short term loans and 

advances to banks 

(iv) Acting as lender of last resort 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

75. RBI acts as a 'lender of last resort' 

(extends loans to banks facing 

temporary liquidity problems) to 

ensure the following in the economy: 

 

(i) To prevent possible failure of the 

banks 

(ii) To protect the interest of the 

depositors of the banks 

(iii) To ensure financial stability in the 

economy 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i) & (iii) only 

(d) All of the above 

 

76. Which of the following functions are 

part of the Reserve Bank of India 

(RBI) acting as Banker to Central 

Government. 

 

(i) RBI maintains the account for the 

various central government funds 

like Consolidated Fund of India, 

Contingency Fund and Public 

Account of India 

(ii) RBI acts as advisor to the 

government on monetary and 

banking related matters 
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(iii) RBI provides Ways and Means 

Advances to the government 

(iv) RBI floats loans and manages 

them on behalf of the government 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (ii) & (iii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

77. Consider the following statements 

regarding RBI: 

 

(i) RBI regulates interest rates on 

savings & Time deposits in 

commercial banks 

(ii) RBI regulates "Money Market" 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

78. Mergers and Acquisitions of 

commercial banks requires approval 

of which of the following agency/ies ? 

 

(i) Reserve Bank of India (RBI) 

(ii) Competition Commission of India 

(CCI) 

 

Select the correct answer using the 

code given below: 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

79.  Which of the following are 

characteristic situation for ‘Bank 

Run’? 

 

(i) Customers withdraw their deposits 

fearing that banks will run out of 

reserves 

(ii) Banks are in risk of default 

(iii) Central Bank acts as lender of last 

resort 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i) & (iii) only 

(c) (iii) only 

(d) All of the above 

 

80. NABARD provides refinance to which 

of the following types of financial 

institutions: 

 

(i) Commercial Banks 

(ii) Regional Rural Banks 

(iii) State Cooperative Banks & Land 

Development Banks 

(iv) Non Banking Financial Companies 

(NBFCs) 

 

Select the correct answer using the 

code given below: 

 

(a) (ii) only 

(b) (ii) & (iii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

81. Which of the following statements are 

correct regarding "Rural Cooperative 

Banks": 

 

(i) They are regulated by NABARD 

(ii) They are supervised by NABARD 
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Select the correct answer using the 

code given below: 

 

(a) only (i) 

(b) only (ii) 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

82. Which of the following statements are 

correct regarding "Regional Rural 

Banks (RRBs)": 

 

(i) They are regulated by RBI 

(ii) They are supervised by NABARD 

 

Select the correct answer using the 

code given below: 

 

(a) only (i) 

(b) only (ii) 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

83. Consider the following statements 

regarding "Sovereign Gold Bonds" 

scheme launched recently: 

 

(i) These are government securities 

denominated in grams of gold 

(ii) Issued by RBI on behalf of Govt. of 

India 

(iii) Investors will receive fixed interest 

rate 

(iv) If the market price of gold declines, 

investors will be protected against 

capital loss 

 

Select the correct answer using the 

code given below: 

 

(a)  (i) & (ii) only 

(b) (ii) & (iii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

84. Consider the following statements 

regarding the transactions happening 

at the international level for trade and 

financial flows. 

 

(i) There is an international authority 

with the power to force the use of 

a particular currency 

(ii) There is a basket of currencies 

which can only be used to settle 

international transactions 

(iii) Currencies which maintain a stable 

purchasing power are generally 

accepted 

(iv) Freely convertible currencies are 

generally accepted  

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) & (iv) only 

(c) (iii) & (iv) only 

(d) (ii), (iii) & (iv) only 

 

85. Prime Minister, on 8th of Nov 2016, 

declared that the existing Rs. 500 and 

Rs. 1000 notes will not be legal 

tender. This was done under which of 

the following Act. 

 

(a) RBI Act 1934  

(b) Banking regulation Act 1949 

(c) Payment and Settlement Systems 

Act 2007 

(d) Does not require any statutory 

backing 

 

86. Which agency has the authority to 

declare that certain bank notes cease 

to be legal tender: 

 

(a) RBI governor 

(b) RBI Central Board 

(c) Central Government 
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(d) Central Government on the 

recommendation of RBI Central 

Board  

 

87. If a new currency is being issued, 

then who has the authority to decide 

its "Denomination": 

 

(a) RBI Governor 

(b) RBI Central Board of Directors 

(c) Central Government 

(d) Monetary Policy Committee 

 

88. Who has the authority to issue 

currency/bank notes in India: 

 

(a) Central Government 

(b) Ministry of Finance 

(c) RBI 

(d) RBI governor 

 

89. Consider the following statements: 

 

(i) Bank notes are legal tenders 

(ii) Bank notes are unlimited legal 

tenders 

(iii) Bank notes are guaranteed by 

the Central Government 

(iv) Bank notes are guaranteed by 

the RBI 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (i) & (iv) only 

(c) (i), (ii) & (iii) only 

(d) (ii) & (iv) only 

 

90. Who is the final authority in approving 

the design, form and material of bank 

notes: 

 

(a) Governor of RBI 

(b) Central Board of RBI 

(c) Central Government 

(d) Governor of RBI in consultation 

with Central Government 

 

91. Which of the following could be the 

after effects of demonetization: 

 

(i) RBI's liability would reduce to the 

extent the old notes does not 

come to the banking system 

(ii) transfer of wealth from holders of 

illicit black money to the public 

sector 

(iii) Shift of resources from the 

private sector to the government  

(iv) Indirect and corporate taxes 

would decline to the extent 

growth slows 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (i), (ii) & (iii) only 

(c) (ii), (iii) & (iv) only 

(d) All of the above 

 

92. Which of the following figures are 

presented as part of the Budget 

presentation in Parliament? 

 

(i) Budgeted receipts and expenses 

for the next Financial Year (FY) 

(ii) Budgeted receipts and expenses 

for the current FY 

(iii) Revised receipts and expenses 

for the current FY 

(iv) Actual receipts and expenses for 

the last FY 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i), (ii), & (iii) only 

(d) All of the above 
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93. Consider the following  statements 

regarding presentation of Budget in 

the Parliament: 

 

(i) Finance Bill is introduced on the 

very first day when the Finance 

Minister presents Budget in the 

Parliament 

(ii) Appropriation Bill is introduced 

after the voting on demand for 

grants is over 

 

Select the correct answer using the 

code given below: 

 

(a)  (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

94. Consider the following statements 

regarding 'Contingency Fund of India' 

 

(i) The fund is at the disposal of 

the president of India 

(ii) The fund is at the disposal of 

the Prime Minister of India 

(iii) The funds spent shall ultimately 

be approved by the parliament 

(iv) The funds spent are recouped 

from the Consolidated Fund of 

India 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) & (iv) only 

(c) (i), (iii) & (iv) 

(d) (i) & (iv) 

 

95. The Grants-in-aid given by the 

Central Government to the State 

Governments and local bodies for 

creation of capital assets are 

classified in the Union budget under? 

(a) Revenue expenditure 

(b) Capital Expenditure 

(c) Both Revenue and Capital 

expenditure 

(d) None of the above 

 

96. Which of the following are Non Tax 

Receipts of the Central Government? 

 

(i) Issue of Passport and Visa 

(ii) Registration of Companies 

(iii) Royalty from on shore oilfields 

(iv) Royalty from offshore oilfields 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i), (ii) & (iii) only 

(c) (i), (ii) & (iv) only 

(d) All of the above 

 

97. Which of the following are Non-debt 

capital receipts of Govt. of India 

 

(i) Disinvestment 

(ii) Recovery of loans 

(iii) Public Account receipts 

(iv) Treasury Bills 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (iii) & (iv) only 

(d) (i), (ii) & (iii) only 

 

98. Tax revenue collection in the 

economy mainly depends on which of 

the following: 

 

(i) Nominal GDP 

(ii) Real GDP 
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Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

99. “Tax Buoyancy” in the economy is 

defined as: 

 

(i) Ratio of percentage change in tax 

revenue to percentage change in 

GDP 

(ii) Ratio of change in tax revenue to 

change in GDP 

(iii) Percentage increase in tax 

revenues as measured from 

previous year 

(iv) Incremental change in tax 

revenues required to increase the 

GDP by one percent 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (iii) only 

(d) (ii) & (iv) only 

 

100. Which of the following receipts 

goes to Public Account of India: 

 

(i) Treasury Bills 

(ii) Kisan Vikas Patra 

(iii) Sukanya Samriddhi Account 

(iv) Public Provident Fund 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iv) only 

(b) (ii) & (iii) only 

(c) (ii), (iii) & (iv) 

(d) All of the above 

101. Consider the following statements 

regarding the "National Small 

Savings Funds (NSSF)": 

 

(i) The proceeds of small savings 

scheme of Central government 

goes to NSSF 

(ii) NSSF is a part of Public Account 

of India 

(iii) NSSF is a part of Consolidated 

Fund of India (CFI) 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i) & (iii) only 

(d) (iii) only 

 

102. The Public Debt of Government of 

India includes which of the following: 

 

(i) Treasury Bills 

(ii) External Commercial Borrowing 

(ECB) 

(iii) NRI deposits 

(iv) Foreign Direct Investment in India 

(FDI) 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (iii) only 

(c) (i), (ii) & (iii) only 

(d) (ii) & (iv) only 

 

103. Which of the following are part of 

India’s External Debt? 

 

(i) External Commercial Borrowing 

(ECB) 

(ii) NRI Deposits 

(iii) Investments made by Portfolio 

Investors in debt securities 
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(iv) Portfolio Investors purchasing 

government securities 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (iv) only 

(c) (i), (iii) & (iv) only 

(d) All of the above 

 

104.  Fiscal Deficit is equal to: 

 

(i) Total expenditure minus total 

receipts 

(ii) Total expenditure minus total 

receipts excluding borrowing 

(iii) Revenue deficit plus capital 

expenditure minus non debt 

creating capital receipts 

(iv) Total borrowing 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iv) only 

(b) (ii) & (iii) only 

(c) (ii), (iii) & (iv) only 

(d) All of the above 

 

105. Fiscal Deficit of the Government of 

India is equal to which of the 

following: 

 

(a) Debt creating capital receipts 

(b) Non Debt capital receipts 

(c) Debt and non debt capital receipts 

(d) Capital receipts less of revenue 

receipts 

 

106. Consider the following statements 

regarding the government’s fiscal 

deficit: 

(i) It may be inflationary 

(ii) It may not be inflationary 

(iii) It raises aggregate demand 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) (i) & (iii) only 

(d) All of the above 

 

107. Which of the following statement is 

not true regarding "Outcome Budget": 

 

(a) It is not presented in parliament 

(b) It measures development 

outcomes of govt. programmes 

(c) It helps in better service delivery 

(d) It reduces unnecessary expenses 

 

108. Consider the following statements 

regarding ‘Fiscal Consolidation’ 

policy: 

(i) It is an effort by the government 

to bring down fiscal deficit 

(ii) It is an effort to reduce public debt 

(iii) It is an effort to reduce current 

account deficit 

(iv) It is an effort to raise revenues 

and bring down wasteful 

expenses 

 

Select the correct answer using the 

code given below: 

 

(a) (i), (ii) & (iii) only 

(b) (i), (ii) & (iv) only 

(c) (iv) only 

(d) All of the above 

 

109. Which of the following taxes are 

regressive in nature? 

 

(i) Income Tax 

(ii) Sales Tax 

(iii) Goods & Services Tax (GST) 

(iv) Value Added Tax (VAT) 
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Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) (i) & (ii) only 

(d) (ii), (iii) & (iv) only 

 

110. Consider the following statements 

regarding Goods and Services Tax 

(GST): 

 

(i) GST is a value added tax 

(ii) GST is a multipoint destination 

based tax 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

111. Consider the following statements 

regarding Goods and Services Tax 

(GST): 

 

(i) Taxes need to be paid at each 

point in the value chain 

(ii) It will have input tax credit 

mechanism 

(iii) The total taxes will be passed on 

to the consumers 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i) & (iii) only  

(c) (ii) & (iii) only 

(d) All of the above 

 

112. Consider the following statements 

regarding GST: 

 

(i) The market price of a product will 

be same all across India 

(ii) The producing State will not get 

any GST 

(iii) It will allow seamless passage of 

input tax credit across States 

(iv) It will not lead to cascading effect 

of taxes 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (ii) & (iv) only 

(c) (i), (iii) & (iv) only 

(d) (ii), (iii) & (iv) only 

 

113. GST will lead to formalization of the 

Indian economy because of the 

following reasons. 

 

(a) GST is consumption/ destination 

based tax 

(b) GST has input tax credit 

mechanism 

(c) All the businesses has to pay 

GST without any threshold limit 

(d) GST will be levied on goods and 

services both 

 

114. What does "Revenue Neutral Tax 

Rate" means in reference to the 

Goods and Services Tax": 

 

(a) That GST rate at which tax 

revenues (or revenue growth) of 

States and Centre will remain the 

same as before GST 

(b) The tax rate will be same for the 

Centre and State 

(c) The tax rate at which Central and 

States revenues will be same 

(d) All of the above 
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115. Consider the following statements 

regarding the duties of "National Anti-

Profiteering Authority" in GST: 

 

(i) It will determine whether any 

reduction in tax rates or the benefit of 

input tax credit has been passed to 

the recipient 

(ii) It will identify registered person who 

has not passed on the benefit of 

reduction in taxes to the recipients 

(iii) It may order imposition of penalty on 

businesses who are not passing on 

the GST tax rate benefits to 

consumers 

 

Select the correct answer using the code 

given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i) & (iii) 

(d) All of the above 

 

116. The term ‘Crowd-out’ in economy is 

related to which of the following: 

 

(i) Increased public sector spending 

replaces private sector spending 

(ii) Governments deficit spending 

through borrowed money increases 

interest rates 

(iii) Government spending uses up 

financial resources that would 

otherwise be used by private firms 

(iv) Government providing a service or 

good that would otherwise be a 

business opportunity for private 

industry 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (ii) & (iii) only 

(d) All of the above 

 

117. The term ‘Crowd-in’ in the economy 

is related to which of the following? 

 

(i) Targeted government spending 

acts as an engine of growth in the 

short run 

(ii) Government spending 

complements the private 

investment 

(iii) Government spending substitutes 

the private investment 

(iv) Government spending boosts 

demand for goods which in turn 

increases private demand 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i) & (iii) only 

(c) (i), (ii) & (iv) only 

(d) (i), (iii) & (iv) only 

 

118. Consider the following statements 

regarding “Inverted Duty Structure”: 

 

(i) It makes domestic manufactured 

goods less competitive against 

finished product imports in the 

domestic market. 

(ii) Finished goods are taxed at higher 

rate than the raw materials 

(iii) Raw materials are taxed at higher 

rate than the finished products 

(iv) The duty in the “Inverted Duty 

Structure” is Customs Duty 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i) & (iii) only 

(c) (i) & (iv) only 

(d) (i),  (iii) & (iv) only 
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119. Consider the following 

statements: 

 

(i) Insurance penetration is 

measured as the percentage of 

insurance premium to GDP 

(ii) Insurance density is measured as 

the ratio of premium (in US dollar) 

to total population 

Select the correct answer using the 

code given below: 

(a) (i) only 

(b) (ii) only 

(c) (i) & (ii) both 

(d) Neither (i) nor (ii) 

 

120. If a factory is running at peak 

production with certain number of 

labourers then the marginal 

productivity of labour will be: 

 

(a) Positive 

(b) Negative 

(c) Zero  

(d) One 

 

121. Which of the following statements 

are true regarding 'Terms of trade' 

(ToT) of a country with another 

country: 

 

(i) It is ratio of export price index to 

import price index 

(ii) It is a ratio of value of exports to 

value of imports 

(iii) It is a measure of how much 

imports a country can get for a unit 

of exported goods 

(iv) ToT increases with increase in 

price of exported goods 

 

Select the correct answer using the 

code given below: 

(a) (i) only 

(b) (ii) & (iv) 

(c) (i), (iii) & (iv) only 

(d) (ii), (iii) & (iv) only 

 

122. The unemployment caused due to 

the workers living far from the regions 

and are unable to move to the 

locations where jobs are available is 

an example of: 

 

(a) Cyclical  

(b) Frictional  

(c) Structural 

(d) Disguised 

 

123. The unemployment caused due to 

the workers lacking the requisite job 

skills is an example of: 

 

(a) Cyclical 

(b) Structural 

(c) Frictional 

(d) Disguised 

 

124. In a country, jobs are available but 

still people are unemployed as there 

is a serious mismatch between what 

companies need and what workers 

can offer. This kind of unemployment 

is referred as: 

 

(a) Cyclical  

(b) Structural 

(c) Seasonal  

(d) Frictional  

 

125. A person has left his current job 

and is looking for another job. He/ 

she is facing which type of 

unemployment: 

 

(a) Structural 

(b) Cyclical 

(c) Frictional 

(d) He/ she will not be considered as 

unemployed 
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126. In case of disguised unemployment, 

which of the following will hold true: 

 

(i) Marginal productivity of capital 

will be zero 

(ii) Productivity of labour will be less 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

127. Consider the following statements 

regarding an economy facing cyclical 

unemployment: 

 

(i) It may lead to inflation in the 

economy 

(ii) It may lead to deflation in the 

economy 

(iii) It can be tackled through 

expansionary monetary policy 

(iv) It can be tackled through 

expansionary fiscal policy 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) (i), (iii) & (iv) only 

(d) (ii), (iii) & (iv) only 

 

128. Which of the following are true for 

underemployment: 

 

(i) Workers in job that do not utilize 

their skills 

(ii) Workers in low paying jobs as 

relative to their skills 

(iii) Part time workers preferring full 

time jobs 

(iv) Productivity of labour is low 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i), (ii) & (iii) only 

(c) (ii), (iii) & (iv) only 

(d) All of the above 

 

129. The National Census is conducted 

by which of the following offices/ 

agencies: 

 

(a) Central Statistical Office (CSO) 

(b) National Sample Survey Office 

(NSSO) 

(c) Registrar General and Census 

Commissioner, Ministry of Home 

Affairs 

(d) Census Bureau of India 

 

130. The "Consumer Confidence Survey" 

in India is conducted by which of the 

following: 

 

(a) Reserve Bank of India 

(b) National Sample Survey 

Organization (NSSO) 

(c) Department of Consumer Affairs 

(d) Ministry of Labour & Employment 

 

131. Consider the following statements: 

 

(i) Minimum Export Price (MEP) is 

the price below which exports are 

not permitted 

(ii) MEP is imposed to curb the price 

rise and prevent disruptions in 

domestic supply 

(iii) Minimum Import Price (MIP) is 

the price below which imports are 

not allowed 

(iv) MIP is imposed to curb imports 

and protect domestic producers 

 

Select the correct answer using the 

code given below: 
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(a) (i) & (iii) only 

(b) (ii) & (iii) only 

(c) (ii) , (iii) & (iv) only 

(d) All of the above 

 

132. Consider the following statements 

regarding the “Gold Monetization 

Scheme”: 

 

(i) It will help in mobilization  of gold 

held by households and 

institutions 

(ii) It will facilitate the use of gold for 

productive purpose 

(iii) It will help in reducing import of 

gold and Current Account Deficit 

(CAD) 

(iv) Banks will be allowed to lend this 

gold to jewellers 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (i), (ii) & (iii) only 

(c) (ii) & (iv) only 

(d) All of the above 

 

133. Consider the following statements 

regarding MUDRA Bank: 

 

(i) It will provide direct lending to 

small entrepreneurs 

(ii) MUDRA loans will be available 

for manufacturing, trading and 

service activities 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

134. Consider the following statements 

regarding the 'Nutrient Based 

Subsidy' Scheme. 

  

(i) It is given for phosphatic and 

potassic fertilizers 

(ii) It is given for urea 

(iii) The prices of fertilizers under 

nutrient based scheme are 

regulated by the government 

(iv) Subsidy is based on per kg of 

nutrients present in the fertilizer 

  

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (ii) & (iii) only 

(c) (i) & (iv) only 

(d) (iii) & (iv) only 

 

135. Which of the following statements 

are true regarding the term "Crowd 

funding": 

(i) It is a method of financing 

through the internet/social media 

(ii) Small amounts of money is 

raised from large number of 

investors 

(iii) It has the potential to increase 

entrepreneurship 

(iv) It is also referred as marketplace 

financing 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i), (ii) & (iii) only 

(c) (ii), (iii) & (iv) only 

(d) All of the above 

 

136. Which of the following statements 

are true regarding "International Fund 

for Agricultural Development" (IFAD): 
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(i) It is a specialized agency of the 

United Nations 

(ii) It is a specialized agency of the 

World Bank Group 

(iii) It focuses on food production in 

developing countries 

(iv) It focuses on eradicating rural 

poverty in developing countries 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (i), (iii) & (iv) only 

(c) (ii) & (iii) only 

(d)  (ii), (iii) & (iv) 

                                          

137. Consider the following statements 

regarding the "Most Favoured Nation 

(MFN)" principle of WTO trade: 

(i) A member country can grant 

more favours to a particular 

member country 

(ii) MFN is basically a principle of 

non-discriminatory trade 

(iii) Free Trade Agreements  have 

been exempted from the MFN 

principle 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (iii) only 

(c) (ii) only 

(d)  (ii) & (iii) 

 

138. Consider the following statements 

regarding the "Public Finance 

Management System (PFMS)": 

 

(i) It comes under the office of 

Controller General of Accounts, 

Ministry of Finance 

(ii) It comes under Department of 

Expenditure, Ministry of Finance 

(iii) It is an end to end online solution 

for processing payments, 

reconciliation and reporting of 

central schemes 

(iv) It tracks fund utilization up to the 

last mile for central schemes 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (ii) & (iii) only 

(c) (i), (iii) & (iv) only 

(d) (ii), (iii) & (iv) only 

 

139. Consider the following statements 

regarding the "Banks Board Bureau 

(BBB)" constituted in 2016: 

 

(i) It will recommend for appointment 

of heads in PSBs and Financial 

Institutions 

(ii) It will help PSBs in developing 

strategies and capital raising 

plans 

(iii) It will improve the governance of 

the Public Sector Banks (PSBs) 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (iii) only 

(c) (ii) & (iii) only 

(d) All of the above 

 

140. Consider the following statements 

regarding "Sovereign Wealth Funds 

(SWFs)": 

(i) SWFs are State owned 

investment funds 

(ii) SWFs are established through 

fiscal and trade surpluses 

(iii) They are used to stabilize budget 

and economy of the country from 

excess volatility in revenues 
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(iv) SWFs typically invests in 

government owned 

projects/assets 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iv) only 

(b) (ii) & (iii) only 

(c) (ii), (iii) & (iv) only 

(d) (i), (ii) & (iii) only 

 

141. Consider the following statements 

regarding "Market Stabilization 

Scheme (MSS)": 

 

(i) It is a monetary policy tool 

(ii) It is used to absorb surplus 

liquidity from the system 

(iii) It is done through the sale of 

government securities 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (ii) &  (iii) only 

(d) All of the above 

 

142. Enforcement Directorate enforces 

which of the following laws:  

 

(i) Foreign Exchange Management 

Act (FEMA) Act 1999 

(ii) Prevention of Money Laundering 

Act (PMLA) 2002 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (i) 

(d) Neither (i) nor (ii) 

 

143. RBI changed its monetary policy 

stance from accommodative to 

neutral. Which of the following could 

be the probable reasons: 

 

(i) Inflation is edging up in the 

economy 

(ii) Demand is firming up in the 

economy 

(iii) A decline in Consumer 

confidence 

(iv) RBI will have flexibility to move 

the policy rate in any direction 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (ii) & (iv) only 

(c) (i), (ii) & (iv) only 

(d) All of the above 

 

144. Consider the following statements 

regarding "counter-cyclical" fiscal 

policy: 

 

(i) Government uses the counter 

cyclical policy to cool down the 

economy during boom period 

(ii) In counter cyclical policy, 

government increases spending 

and reduces taxes during 

economic slowdown 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (i) 

(d) Neither (i) nor (ii) 

 

 

145. Consider the following statements 

regarding "Exchange Traded Funds 

(ETF)": 
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(i) ETFs are traded like stocks and 

can be bought and sold 

throughout the day 

(ii) ETFs can be used as a vehicle 

for disinvestment 

(iii) ETFs offers the benefit of 

diversification of risks 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (ii) & (iii) only 

(d) All of the above 

 

146. The term "Bharat 22" recently seen 

in the news is related to which of the 

following: 

 

(a) A programme launched by 

Government to give incentives to 

defence equipment 

manufacturing in India 

(b) It is an Exchange Traded Fund 

(ETF) launched by Government 

of India 

(c) A missile programme launched by 

ISRO 

(d) A programme to make India 

"open defecation free" by 2022 

 

 

147. If the US Central Bank raises their 

interest rate then it may lead to which 

of the following in the Indian 

economy: 

 

(a) Rupee depreciation 

(b) Rupee appreciation 

(c) Investors moving to India  

(d) Increase in money supply 

 

148. Which ministry/department grants 

"Infrastructure Status" to the various 

sectors: 

 

(a) Department of Economic Affairs, 

Ministry of Finance 

(b) Department of Financial 

Services, Ministry of Finance 

(c) Reserve Bank of India (RBI) 

(d) None of the above 

 

149. Consider the following statements 

regarding "Islamic/ Sharia banking": 

 

(i) It is based on the principle of not 

charging interest from the 

borrowers 

(ii) It is based on the  principle of 

prohibition of interest payment 

(iii) It is based on the principle of 

sharing of profit and loss 

(iv) It will help in financial inclusion 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) & (iv) only 

(c) (i), (ii) & (iv) only 

(d) All of the above 

 

150. Country A  has not been granted 

"market economy status" by its group 

partners. Which of the following 

statements are true: 

 

(i) Prices of majority of products in 

the country A is regulated by the 

government 

(ii) It is easy for the trading partners 

of country A to impose anti 

dumping duty against A 

(iii) Market economy status is related 

to IMF 
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Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (ii) & (iii) only 

(c) (i) & (iii) only 

(d) All of the above 

 

151. Consider the following statements 

regarding the "Zero Defect, Zero 

Effect (ZED)" scheme: 

 

(i) The scheme is for MSME sector 

(ii) It ensures producing high quality 

manufacturing products  

(iii) It ensures minimal negative 

impact on environment. 

(iv) It is a cornerstone of the flagship 

Make in India programme 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iv) only 

(b) (ii) & (iii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

152. Consider the following statements 

regarding "Tax Avoidance" and 

"General Anti Avoidance Rules 

(GAAR)": 

 

(i) Tax avoidance is legal 

(ii) Tax avoidance is illegal 

(iii) GAAR target business 

transactions that are entered into 

with the objective of avoiding tax 

(iv) GAAR target transactions 

entered into for tax evasion and 

tax avoidance both 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (i) & (iv) only 

(c) (ii) & (iii) only 

(d) (ii) & (iv) only 

 

153. Consider the following statements 

regarding the "Common Services 

Centre (CSC)": 

 

(i)  They are part of the Digital India 

programme 

(ii) They are implemented on public 

private partnership modal 

(iii) They are provided exclusively by 

the government 

(iv) They act as access points for 

delivery of various electronic 

services 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i) & (iii) only 

(c) (iii) & (iv) only 

(d) (i), (ii) & (iv) only 

 

154. Consider the following statements 

regarding the "Banking Ombudsman 

Scheme": 

 

(i) Banking Ombudsman is 

appointed by the RBI 

(ii) RBI acts as the banking 

ombudsman 

(iii) It resolves customer complaints 

against deficiency in certain 

banking services 

(iv) It has been introduced under the 

Reserve Bank of India Act 1934 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (ii) & (iii) only 

(c) (ii), (iii) & (iv) only 
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(d) (i) & (iv) only 

 

155. Consider the following statements 

regarding "Krishi Vigyan Kendras 

(KVKs)": 

 

(i) KVKs are completely financed by 

Govt. of India 

(ii) KVKs are financed jointly by 

Govt. of India and the State 

governments 

(iii) KVKs work as knowledge and 

resource centre of agricultural 

technologies to make it available 

to farmers  

(iv) KVKs produce quality product to 

make it available to farmers 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (ii) & (ii) only 

(c) (ii) & (iv) only 

(d) (i), (iii) & (iv) 

 

156. The "Internal and Extra Budgetary 

Resources" of Central Public Sector 

Undertakings (CPSUs) include which 

of the following: 

 

(i) Profit of the CPSUs 

(ii) Domestic and foreign loans 

raised by the CPSUs 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (i) 

(d) Neither (i) nor (ii) 

 

157. RBI keeps its foreign exchange 

reserves with which of the following 

agency/ies? 

 

(i) Bank for International Settlement 

(BIS) 

(ii) Foreign Commercial banks 

(iii) Other/foreign Central banks 

(iv) Other institutions approved by 

Central Board of RBI 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) & (iii) only 

(c) (iii) & (iv) only 

(d) All of the above 

 

158. Which of the following statements 

are true for the Regional Connectivity 

Scheme (RCS)/UDAN: 

(i) Connects unserved and 

underserved airports 

(ii) Government provides Viability 

Gap Funding (VGF) 

(iii) There will be multiple players 

operating on each route 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (ii) & (iii) only 

(d) All of the above 

 

159. Which of the following statements 

are true regarding the Foreign 

Currency Non Resident (FCNR) 

Accounts: 

 

(i) Resident Indians and NRI's both 

can open 

(ii) Only Foreign currency can be 

deposited 

(iii) Rupee can be deposited 

(iv) Can have both demand and time 

deposits  
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Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (ii) only 

(c) (ii) & (iv) only 

(d) (i), (ii) & (iv) only 

 

160. Consider the following statements 

regarding National Housing Bank 

(NHB): 

 

(i) Housing finance companies are 

regulated by NHB 

(ii) Housing finance companies are 

regulated by RBI 

(iii) NHB provides direct finance for 

individual housing loans 

(iv) NHB provides refinance for 

individual housing loans 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (iii) only 

(b) (ii) & (iii) only 

(c) (i) & (iv) only 

(d) (ii) & (iv) only 

 

161. Which of the following are part of the 

'Index of Industrial Production (IIP)': 

 

(i) Mining and quarrying 

(ii) Electricity generation 

(iii) Construction 

(iv) Forestry 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (ii) & (iii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

162. The ratio of labour force in the 

informal to formal sector in India is 

approximately: 

 

(a) 50:50 

(b) 70:30 

(c) 80:20 

(d) 90:10 

 

163. Consider the following statements 

regarding "Kisan Credit Card (KCC)" 

scheme: 

 

(i) It provides short term credit for 

cultivation of crops 

(ii) It provides long term credit  

(iii) It provides credit for consumption 

requirements of farmers 

household 

(iv) Available to owner cultivator, 

tenant farmers and share 

croppers  

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) & (iv) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

164. Which of the following statements 

are correct regarding the "SMILE" 

scheme: 

 

(a) It is linked to providing credit to 

MSME enterprises under Make 

in India 

(b) It is linked to providing financial 

support by Govt. of India for 

women and SC/ST 

entrepreneurs 

(c) It is a scheme to provide support 

to small and marginal farmers for 

allied activities 

(d) None of the above 
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165. Which of the following statements 

are true regarding the "Open Acreage 

Licensing Policy (OALP)": 

 

(i) The policy is particularly for oil 

and gas sector 

(ii) Any private developer can 

participate without any  

experience of that particular 

sector 

(iii) Private players can suggest to 

Government to put specific blocks 

on bid 

(iv) The policy is a part of the New 

Exploration Licensing Policy  

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (ii) & (iii) only 

(c) (i) & (iii) only 

(d) (ii) & (iv) only 

 

166. The term "Graded Surveillance 

Measure" recently seen in the news 

is related to which of the following: 

 

a) Security of Indian coastal areas 

b) Companies listed on stock 

exchanges 

c) ISRO's satellite programme 

d) IMF monitoring various 

economies 

 

167. Which of the following statements 

are true regarding the SAUBHAGYA 

scheme recently launched: 

 

(i) The scheme aims to electrify the 

villages 

(ii) It subsumes the Deen Dayal 

Upadhyaya Gram Jyoti Yojana  

(iii) Government will be providing 

subsidized electrification to rural 

and urban households   

(iv) Government will be providing 

subsidy on electricity consumption 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (iii) only 

(c) (ii) & (iii) only 

(d) (ii), (iii) & (iv) only 

 

168. Which of the following 

Ministries/departments releases the 

"core industries" output data:  

 

(a) Ministry of Commerce and 

Industry 

(b) Central Statistical Office  

(c) Department of Economic Affairs 

(d) None of the above 

 

169. The term "roll-on roll-off" recently in 

the news is related to which of the 

following: 

 

(a) Transportation of vehicles 

through ships 

(b) Connecting two ports through 

dedicated shipping channel 

(c) Railway engines and wagons 

(d) Dedicated freight corridors 

 

170. The term "Money-go-round" has 

recently been in the news, is related 

to which of the following: 

 

(a) Money laundering 

(b) Recapitalization of public sector 

banks 

(c) Circular Flow of Income in an 

economy 

(d) Foreign Direct Investment 
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171. The "Totalization Agreement" 

recently in the news is related to 

which of the following: 

 

(a) Avoiding double taxation of 

income with respect to social 

security taxes 

(b) Free market access for trade in 

services 

(c) Bilateral agreement between 

countries to enable unrestricted 

movement of labour 

(d) Agreement among all the WTO 

members to promote e-commerce 

 

172. Which of the following statements 

are correct regarding the United 

Nations TIR Convention: 

 

(i) India is a member to the 

convention 

(ii) India is planning to become a 

member of the convention 

(iii) It will facilitate seamless 

movement of goods amongst the 

parties to the convention 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) (i) & (iii) only 

(d) (ii) & (iii) only 

 

173. Which of the following statements 

are not correct regarding "Shell 

Companies": 

 

(a) They are generally involved in 

money laundering and tax 

avoidance activities 

(b) They generally do not hold any 

assets in real 

(c) They are defined as illegal 

entities as per the Company Act 

2013 

(d) They do not have any active 

business operations 

 

174. Which of the statements are correct 

regarding the term "bail in" which was 

recently in the news: 

 

(a) rescuing of corporates by 

government 

(b) rescuing of financial institution by 

taxpayers money 

(c) rescuing of financial institution by 

its depositors/ creditors 

(d) All of the above 

 

175. Which of the following statements 

are true regarding the "duty credit 

scrip" given under the Foreign Trade 

Policy 2015-20. 

 

(i) It is used to avail credit from 

international financial institutions 

(ii) It is given as some percentage of 

value of exports 

(iii) It is used to pay "customs duty" 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (iii) only 

(c) (ii) & (iii) only 

(d) All of the above 

 

176. Which of the following statements 

are true regarding "Prompt Corrective 

Action (PCA)" framework: 

 

(i) It is applicable to banks and non- 

banking financial companies 

(NBFCs)  

(ii) The institutions under PCA may 

cease to lend 
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(iii) It is a supervisory tool of RBI for 

banks 

(iv) It applies once financial 

institutions reach certain 

threshold level regarding Capital 

and NPAs. 

 

Select the correct answer using the 

code given below: 

 

(a) (i), (ii) & (iii) only 

(b) (iii) & (iv) only 

(c) (ii), (iii) & (iv) only 

(d) All of the above 

 

177. Which of the following statements 

are correct regarding the recently 

launched "Electoral Bonds": 

 

(a) It is an interest bearing instrument 

(b) The bond will have the name of 

the donar 

(c) It can be bought and sold in the 

market 

(d) It can be purchased by citizens 

and companies incorporated in 

India 

 

178. Participatory Guarantee System for 

India (PGS-India) is related to which 

of the following: 

 

(a) Organic Farming 

(b) Patents 

(c) Banking 

(d) None of the above 

 

179. Wholesale Price Inflation (WPI) index 

includes price change of which of the 

following sectors: 

 

(i) Agriculture 

(ii) Mining 

(iii) Manufacturing 

(iv) Electricity 

 

Select the correct answer using the 

code given below: 

 

(a) (ii) & (iii) only 

(b) (iii) only 

(c) (i), (ii) & (iii) only 

(d) All of the above 

 

180. Wholesale Price Inflation (WPI) index 

includes which of the following: 

 

(i) Imported Items 

(ii) Services 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

181. Consider the following statements 

regarding "Peer to Peer Lending 

Platforms" in India: 

 

(i) They are not regulated by RBI 

(ii) They are regulated by RBI as 

Non Banking Financial 

Companies 

(iii) They can lend on their own 

(iv) They provide credit guarantee 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) (i) & (iii) only 

(d) (ii) & (iv) only 

 

182. Consider the following statements 

regarding "Account Aggregators", 

recently notified by RBI: 
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(i) These are new class of Non 

Banking Financial Companies 

(ii) They will provide lending to small 

customers 

(iii) They will provide information to 

their customers of their financial 

assets invested in different 

instruments 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i) & (iii) only 

(d) (iv) only 

 

183. Which of the following statements 

are true regarding the "Electronic - 

Way Bill": 

 

(i) It is mandatory as per the GST 

law 

(ii) It is a replacement of the Way Bill  

which was required under the 

VAT regime 

(iii) It is required for goods 

transported worth more than Rs. 

50,000/- 

(iv) It will check tax evasion 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (iv) only 

(c) (i) & (iii) only 

(d) All of the above 

 

184. Postponing the "Fiscal Deficit" target 

or Fiscal Slippage may result in which 

of the following: 

 

(i) Decrease in bond prices 

(ii) Increase in bond yield 

(iii) Increase in market interest rates 

(iv) Decrease in market interest rates 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i) & (iii) only 

(c) (ii) & (iii) only 

(d) (i), (ii) & (iii) only 

 

185. Which of the following statements 

are true regarding "fiscal stimulus": 

 

(i) It is a strategy to boost sluggish 

economy 

(ii) RBI pumps money into the 

economy 

(iii) Government reduces subsidies 

(iv) Public spending increases 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 

(b) (i), (ii), & (iv) 

(c) (i), (iii) & (iv) 

(d) (i) & (iv) 

 

186. Which of the following statements 

are true regarding "Angel Investors": 

 

(i) Angel investors generally invest 

their own money rather than 

pooled funds 

(ii) They invest in small start-ups and 

entrepreneurs 

(iii) They provide more favourable 

terms and conditions as 

compared to other lenders 

(iv) Angel investment is regulated by 

SEBI 

 

Select the correct answer using the 

code given below: 

 

(a) (i) & (ii) only 
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(b) (ii) only 

(c) (ii) & (iii) only 

(d) All of the above 

 

187. Which of the following statements 

are correct regarding Ujjwala 

Scheme: 

 

(i) It plans to provide free LPG 

connections to BPL families 

(ii) It provides free LPG cylinders to 

BPL families 

(iii) The connections will be issued in 

the name of the women of the 

households 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (iii) only 

(c) (ii) & (iii) only 

(d) All of the above 

 

188. Consider the following statements 

regarding "Warehouse Receipts": 

 

(i) They are issued as per the 

Warehousing (Development & 

Regulation) Act 2007 

(ii) Warehousing Development & 

Regulatory Authority (WDRA) is 

under ministry of Commerce and 

Industry 

(iii) Warehouse receipts are 

negotiable 

(iv) These receipts are govt. 

recognized and can be used for 

taking loan 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (iii) & (iv) only 

(c) (i), (iii) & (iv) only 

(d) All of the above 

 

189. Which of the following statements 

are true regarding SAMPADA 

scheme: 

 

(i) It particularly focuses on agro 

marine and agro processing 

clusters 

(ii) It is an umbrella scheme including 

ongoing and new schemes 

(iii) Will create modern food 

processing and supply chain 

infrastructure 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i) & (iii) only 

(d) All of the above 

 

190. "Enhanced Access and Service 

Excellence (EASE)" is linked to which 

of the following: 

 

(a) Public sector bank reforms 

(b) e-Governance  

(c) Digital India Programme 

(d) None of the above 

 

191. Consider the following statements 

regarding "Bharatmala" Project: 

 

(i) It is a part of National Highway 

Development Programme 

(NHDP) 

(ii) It will particularly build border and 

international connectivity roads 

(iii) State PWDs will also be involved 

for its execution  

 

Select the correct answer using the 

code given below 
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(a) (i) only 

(b) (ii) only 

(c) (ii) & (iii) only 

(d) (iii) only 

 

192. Consider the following statements 

regarding "Invest India": 

 

(i) It is a non-profit agency 

(ii) It is an agency under Dept. of 

Economic Affairs 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

193. Consider the following statements 

regarding the Goods and Services 

Tax Network (GSTN): 

 

(i) It is a non-government, private 

limited company 

(ii) It is a not for profit company 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

194. Which of the following statements 

are true regarding "India 

Infrastructure Finance Company 

Limited (IIFCL)": 

 

(i) It is a non-Government company 

(ii) It is an NBFC registered with RBI 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

 

195. Consider the following statements 

regarding "Real Estate Investment 

Trusts (REITs): 

 

(i) They are regulated by respective 

Real Estate Regulatory 

Authorities (RERA) of every State 

(ii) It will make real estate sector 

accessible to small investors 

 

Select the correct answer using the 

code given below 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

196. Who cannot bid for companies put 

up for sale  under the new Insolvency 

and Bankruptcy Code (IBC): 

 

(i) A wilful defaulter 

(ii) Promoters of the company 

 

Select the correct answer using the 

code given below 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

197. The term "SWIFT" is sometimes 

seen in the news, is related to: 

 

(a) It is used in space technology 
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(b) It is used to securely transmit 

information and instructions by 

financial institutions 

(c) It is used for messaging in secret 

defense communication  

(d) It is used for faster transmission 

of data 

 

198. The term "Nostro Account" recently 

seen in the news is related to: 

(i) It is an account that one bank 

holds in another bank 

(ii) It is used to  facilitate international 

transactions 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

199. Which of the following statements 

are true regarding "Serious Fraud 

Investigation Office (SFIO)": 

 

(i) It is under Dept. of Economic 

Affairs, Ministry of Finance 

(ii) It is under Ministry of Corporate 

Affairs 

(iii) It is an executive body 

established through government 

resolution 

(iv) It has been established under an 

Act 

 

Select the correct answer using the 

code given below 

 

(a) (i) & (iii) only 

(b) (i) & (iv) only 

(c) (ii) & (iii) only 

(d) (ii) & (iv) only 

 

200. Which of the following statements 

are true regarding "Domestic 

Systemically Important Banks 

(DSIB)": 

 

(i) These are also called "too big to 

fail"  

(ii) They need to meet additional 

capital requirement 

(iii) The list of DSIB should be 

declared annually by RBI 

(iv) The list of DSIB is declared by the 

Ministry of Finance 

 

Select the correct answer using the 

code given below 

 

(a) (i) & (ii) only 

(b) (ii) & (iii) only 

(c) (ii) & (iv) only 

(d) (i), (ii) & (iii) only 

 

201. Which of the following bank is not in 

the list of "Domestic Systemically 

Important Banks" 

 

(a) Axis Bank 

(b) HDFC Bank 

(c) ICICI Bank 

(d) State Bank of India (SBI) 

 

202. Which category of banks have the 

highest share in agricultural credit: 

 

(a) Commercial Banks (excluding 

regional rural banks) 

(b) Regional Rural banks 

(c) Cooperative Banks 

(d) Non-Banking Financial 

Companies  

 

203. The recent changes in the Coal 

Mines (Special Provisions) Act 2015 

allows: 
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(a) Mining and sale of coal by private 

companies without end use 

restriction 

(b) Mining of coal by private 

companies with end use 

restriction 

(c) Captive mining of coal by 

government and private 

companies 

(d) Government conducting auction 

to award coal blocks 

 

204. 'Demographic Dividend' is 

estimated/calculated in terms of 

which of the following: 

 

(a) Population 

(b) Total Fertility Rate (TFR)  

(c) Working Age to Non Working Age 

population ratio 

(d) Per capita income growth 

 

205. Consider the following statements: 

 

(i) Real GDP has steadily increased 

in the last decade 

(ii) GDP at current market prices has 

steadily increased in the last 

decade 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

206. Consider the following statements: 

 

(i) Real per capita GDP is steadily 

increasing in the last five years 

(ii) Real per capita income is steadily 

increasing in the last five years 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

207. Consider the following statements: 

 

(i) Exports (of goods and services as 

a percent of GDP) of India has 

steadily decreased in the last 

decade 

(ii) Trade (as a percent of GDP) of 

India has steadily decreased in 

the last decade 

 

Select the correct answer using the 

code given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

208. Which of the following  statements is 

true regarding “Line of Credit”: 

 

a) It is issued by one bank to 

another 

b) It is issued mainly in case of 

international transactions 

c) It is a present amount of money 

that a bank has agreed to lend 

d) The company will have to pay 

interest on the amount for which 

line of credit has been issued 

 

 

209. The approximate average 

monthly GST collection in the last 

financial year (2018-19) was? 

 

a) 90,000 crore 

b) 95,000 crore 

c) 98,000 crore 

 

https://upscpdf.comhttps://t.me/upsc_pdf https://t.me/upsc_pdf

Download from:- https://upscpdf.com



 

46 | P a g e  
 

d) 1,00,000 crore 

 

210. The term “Open access” in 

electricity means which of the following: 

 

a) Large consumers have access to the 

transmission and distribution network 

to obtain electricity from the suppliers 

of their choice 

b) Large consumers can choose the 

distribution company of their choice 

c) Any consumer of electricity can also 

generate electricity from their own 

resource and can feed on to the 

distribution network. 

d) Distribution companies can choose 

from which of the power producers 

they want to purchase power without 

government interference 

 

211. Which of the following statements 

are true regarding “Swiss challenge”? 

 

a) It is a game 

b) It is a method of awarding projects by 

the government 

c) It is related to lottery business 

d) None of the above 

 

212. The number of small and 

marginal farmers in India are 

approximately: 

 

a) 66% 

b) 76% 

c) 86% 

d) 96% 

 

213. Recently government awarded 6 

airport projects to private developers on 

PPP model. The basis of selection of the 

private operator was: 

 

a) Profit sharing 

b) Revenue sharing 

c) Per passenger fee given to Govt. 

d) Per passenger fee charged by 

passengers 

 

214. Which of the following statements 

are true regarding “Letter of credit”? 

 

i. It is a form of bank guarantee 

ii. It is an assurance that a buyer’s 

payment to a seller will be received 

on time 

iii. It is a letter issued from a bank that 

the bank has agreed to lend 

 

Select the correct answer using the code 

given below: 

 

a) (i) only 

b) (i) & (ii) only 

c) (i) & (iii) only 

d) All of the above 

 

215. Which of the following statements 

are true regarding “Financial Action Task 

Force”: 

 

i. It is an inter-governmental body 

of which India is a member 

ii. It has been established to combat 

money laundering and terrorist 

financing 

 

Select the correct answer using the code 

given below: 

 

a) (i) only 

b) (ii) only 

c) Both (i) & (ii) 

d) Neither (i) nor (ii) 

 

216. Which of the following are 

imposed in case a country’s government 

is subsidizing its exporters? 

 

a) Anti-Dumping Duty 

b) Counter-vailing Duty 

c) Safeguard Duty 

d) None of the above 

 

217. The “Internal and Extra Budgetary 

Resources” of Central Public Sector 
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Undertakings (CPSUs) include which of 

the following: 

 

i. Profit of CPSUs 

ii. Domestic and foreign loans 

raised by CPSUs 

 

Select the correct answer using the code 

given below: 

a) (i) only 

b) (ii) only 

c) Both (i) & (ii) 

d) Neither (i) nor (ii) 

 

218. Which of the following statements 

are true regarding SAMPADA scheme: 

i. It is implemented by Ministry of 

Agriculture 

ii. It is implemented by Ministry of 

consumer affairs, food and public 

distribution 

iii. It will focus on agro-marine 

processing 

 

Select the correct answer using the code 

given below: 

a) (i) only 

b) (i) & (iii) only 

c) (ii) & (iii) only 

d) (iii) only 

 

219. Which of the following statements 

are true regarding recently released 

“Agriculture Export Policy 2018”: 

 

i. Double agricultural exports by 

2022 

ii. Double India’s share in world agri 

exports 

iii. This policy will play a major role 

in doubling farmers income 

 

Select the correct answer using the code 

given below: 

 

a) (i) only 

b) (i) & (ii) only 

c) (ii) & (iii) only 

d) All of the above 

 

220. Which of the following statements 

are true regarding the SARFAESI Act 

2002 

 

i. It is applicable to banks and 

NBFCs both 

ii. It allows selling of the security in 

case of secured lending 

 

Select the correct answer using the code 

given below: 

a) (i) only 

b) (ii) only 

c) Both (i) & (ii) 

d) Neither (i) nor (ii) 

 

221. Consider the following statements 

regarding Prompt Corrective Action 

(PCA) 

i. It is applicable to Commercial 

banks  

ii. It is applicable to cooperative 

banks and NBFCs 

 

Select the correct answer using the code 

given below: 

a) (i) only 

b) (ii) only 

c) Both (i) & (ii) 

d) Neither (i) nor (ii) 

 

222. Consider the following statements 

regarding Goods and Services Tax? 

i. It will lead to harmonization of 

taxes 

ii. Supplies to exports are zero rated 

 

Select the correct answer using the code 

given below: 

 

a) (i) only 

b) (ii) only 

c) Both (i) & (ii) 

d) Neither (i) nor (ii) 

 

 

https://upscpdf.comhttps://t.me/upsc_pdf https://t.me/upsc_pdf

Download from:- https://upscpdf.com



 

48 | P a g e  
 

223. Inflation in the economy may lead 

to which of the following: 

i. Depreciation of currency 

ii. Appreciation of currency 

iii. Increase in real interest rate 

iv. Increase in nominal interest rate 

 

Select the correct answer using the code 

given below: 

 

a) (i) & (iii) only 

b) (ii) & (iii) only 

c) (i) & (iv) only 

d) (i), (iii) & (iv) only 

 

224. Consider the following 

statements: 

i. Through masala bonds, capital is 

raised in foreign currency 

ii. Through masala bonds capital is 

raised in domestic currency 

iii. By issuance of masala bonds, the 

exchange risk is transferred to the 

investor 

 

Select the correct answer using the code 

given below: 

 

a) (i) only 

b) (ii) only 

c) (i) & (iii) only 

d) (ii) & (iii) only 

 

225. Which of the following schemes 

are not part of PM-AASHA 

a) Price Support Scheme 

b) Price Stabilization Scheme 

c) Price Deficiency Payment Scheme 

d) Pilot of Private Procurement and 

Stockist Scheme 

 

226. Which of the following will 

necessarily lead to inflation: 

 

a) Increase in aggregate demand  

b) Increase in effective demand 

c) Decrease in Output 

d) Increase in current account deficit 

 

227. Which of the following measures 
will help in preventing rupee 
depreciation: 

i. Easing restriction on ECB 
ii. Easing restrictions on raising funds 

through Masala Bonds 
iii. Restricting imports of non-essential 

commodities 
iv. Restricting FPI investments in India 

 
Select the correct answer using the 
code given below: 
 
a) (i) & (ii) only 
b) (i) & (iii) only 
c) (i), (ii) & (iii) only 
d) (iii) & (iv) only 

 
 

228. Which of the following department 

prepares outcome budget. 

a) Public finance division under 

department of expenditure 

b) Budget division under department of 

Economic affairs 

c) Department of financial services 

d) NITI Aayog 

 

229. Which of the following are 

revenue source of RBI. 

a) Management of Forex reserves 

b) Open market operations 

c) Repo operations 

d) All of the above 

 

230. RBI giving its surplus reserves to 

government may result in which of the 

following: 

 

i. Increasing inflation in the economy 

ii. Decreasing inflation in the economy 

iii. No impact on inflation 

iv. Meeting the fiscal deficit target of the 

government 

 

Select the correct answer using the code 

given below: 

 

a) (i) only 

b) (ii) only 
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c) (i) & (iv) only 

d) (iii) & (iv) only 

 

231. Consider the following statements 

regarding "Composition Scheme" in 

GST: 

(i) It exempts small taxpayers from 

payment of GST 

(ii) It allows small businesses to pay 

tax at a fix percent of their 

turnover  

(iii) It reduces the compliance cost for 

small businesses 

 

Select the correct answer using the 

code given below: 

(a) (i) only 

(b) (i) & (iii) only 

(c) (ii) only 

(d) (ii) & (iii) only 

 

232. For a sustained high growth, 

which of the following statements will be 

true: 

(a) Raising the investment by keeping 

the incremental capital output ratio 

minimum 

(b) Raising the  investment and 

incremental capital output ratio both 

(c) Increasing capital output ratio and 

keeping investment at a constant rate 

(d) All of the above 

 

233. India’s economic growth is quite 

good around 7%, but there is no 

corresponding  growth in employment. 

Which of the following  could be the 

reasons: 

 

(a) The growth is coming from better 

utilization of existing capacity and not 

because of increase in investment 

(b) The growth is coming from increase in 

investment but not because of better 

utilization of existing capacity 

(c) The growth is coming from both as a 

result of increase in investment and 

increase in capacity utilization 

(d) None of the above 

 

 

234. NBFCs raise their resources from 

which of the following: 

 

(i) Loans from Banks 

(ii) By issuance of bonds in the financial 

markets 

(iii) Through External Commercial Borrowing 

(ECB) 

(iv) Mutual Funds 

 

Select the correct answer using the code 

given below: 

 

(a) (i) only 

(b) (i) & (ii) only 

(c) (i) & (iii) only 

(d) All of the above 

 

235. Consider the following 

statements: 

 

(i) Share of MSME sector is around 30% in 

overall GDP of our country 

(ii) Share of MSME sector is around 40% in 

overall exports of the country 

 

Select the correct answer using the code 

given below: 

 

(a) (i) only 

(b) (ii) only 

(c) (i) & (ii) both 

(d) Neither (i) nor (ii) 

 

236. Which of the following were the 

after effects of demonetization: 

 

(a) Liquidity increased in the banking system 

(b) Liquidity decreased in the banking 

system 
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(c) No impact on liquidity 

(d) Interest rates in the market increased 

 

237. Consider the following statements 

regarding “Pradhan Mantri Rojgar 

Protsahan Yojana”: 

 

(i) It is targeted for workers earning wages 

up to Rs. 15000 

(ii) Government provides employees 

contribution of the EPF 

(iii) Government reimburses the employer 

contribution of EPS 

(iv) The scheme is applicable for MSME 

sector only 

 

Select the correct answer using the code 

given below: 

 

(a) (i) & (ii) only 

(b) (i), (ii) & (iv) only 

(c) (i) & (iii) only 

(d) (iii) & (iv) only 

 

238. Consider the following statements 

regarding the term of appointment of RBI 

Governor: 

 

(a) As fixed by the Central Government 

while appointing, not exceeding five 

years and eligible for re-appointment 

(b) As fixed by the Central Government 

while appointing, not exceeding three 

years and eligible for re-appointment 

(c) As fixed by the Central Government 

while appointing, not exceeding five 

years and not eligible for re-

appointment 

(d) As fixed by the Central Government 

while appointing, not exceeding three 

years and not eligible for re-

appointment 

 

239. Consider the following statements 

regarding recently launched “India Post 

Payment Bank”: 

(i) It allows demand and fixed 

deposit both  

(ii) It allows savings and current 

account both 

(iii) It is a public sector company 

 

Select the correct answer using the code 

given below: 

 

(a) (i) only 

(b) (i) & (iii) 

(c) (ii) & (iii) only 

(d) None of the above 

 

240. Consider the following 

statements: 

 

(a) RBI is fully autonomous institution 

(b) Central Government can give directions 

to RBI as it may consider necessary 

(c) Central government cannot  supersede 

the Central Board of Directors of RBI 

(d) All of the above 

 

241. Consider the following 

statements: 

 

(i) Banks require prior approval of RBI for 

appointment of directors 

(ii) RBI can direct banks for resolution in 

case of loan default 

(iii) Management of Public Sector banks is 

under dual regulation of Central Govt. & 

RBI 

 

Select the correct answer using the code 

given below: 

 

(a) (i) & (ii) only 

(b) (ii) & (iii) only 

(c) (i) & (iii) only 

(d) All of the above 

 

242. Which department decides the 

outlay for Centrally Sponsored Scheme 

(CSS) 
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(a) NITI Aayog 

(b) Public Finance Division under department 

of Expenditure 

(c) Economic Division under department of 

Economic Affairs 

(d) None of the above 

 

243. Consider the following 

statements: 

 

(i) RBI can act as lender of last resort for 

banks and NBFCs both 

(ii) All NBFCs are registered with and 

regulated by RBI 

 

Select the correct answer using the code 

given below: 

 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

244. Consider the following statements 

regarding liquidity crisis in the debt 

markets 

 

(i) It may be caused due to defaults in the 

debt market 

(ii) It may be caused due to FPIs running out 

of Indian markets 

(iii) It may result in hardening of interest rates 

(iv) RBI may do OMO to resolve the liquidity 

crisis 

 

Select the correct answer using the code 

given below: 

 

(a) (i) & (ii) only 

(b) (i) & (iii) only 

(c) (ii), (iii) & (iv) only 

(d) All of the  above 

 

245. The Government is planning 

merger of public sector banks. It will 

benefit in the following ways: 

 

(i) Reducing cost and achieving efficiency 

(ii) Achieving economies of scale 

(iii) Leading to consolidation 

(iv) The merged entity will have less NPA as 

compared to the individuals 

 

Select the correct answer using the code 

given below: 

(a) (i) & (ii) only 

(b) (i), (ii) & (iii) only 

(c) (i), (ii) & (iv) 

(d) All of the above 

 

246. Consider the following 

statements: 

(i) Agriculture GDP at constant prices has 

steadily increased in the last 10 years 

(ii) GDP at constant prices has steadily 

increased in the last 10 years. 

 

Select the correct answer using the code 

given below: 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 

 

247. Consider the following 

statements: 

(i) Foreign Direct Investment in India has 

steadily increased in the last 5 years 

(ii) Foreign Portfolio Investment in India has 

steadily increased in the last 5 years 

 

Select the correct answer using the code 

given below: 

(a) (i) only 

(b) (ii) only 

(c) Both (i) & (ii) 

(d) Neither (i) nor (ii) 
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248. Which of the following statements 

are true regarding “Inclusive growth” 

 

(i) Inclusive growth is fuelled by market 

driven sources of growth 

(ii) Inclusive growth focuses on productive 

employment 

(iii) Inclusive growth focuses on income 

redistribution 

(iv) Inclusive growth focuses on reducing 

absolute poverty 

 

Select the correct answer using the code 

given below: 

 

(a) (i) & (ii) only 

(b) (ii) & (iv) only 

(c) (i), (ii) & (iv) 

(d) All of the above 

 

249. Which of the following statements 

are true regarding “Labour Force 

Participation Rate”: 

 

(a) Number of persons in the labour force as 

a percentage of working age population 

(b) Number of persons in the labour force as 

a percentage of population 

(c) Number of persons employed as a 

percentage of labour force 

(d) Number of persons searching for job as a 

percentage of labour force 

 

250. Which of the following RBI may 

do to curb the rupee depreciation: 

(i) Allowing importers to directly buy foreign 

currency from RBI 

(ii) Increasing the repo rate 

(iii) Selling dollars in foreign exchange 

market 

(iv) Buying dollars in foreign exchange 

market 

 

Select the correct answer using the code 

given below: 

 

a) (i) & (iii) only 

b) (ii) & (iii) only 

c) (i), (ii) & (iii) only 

d) (i), (ii) & (iv) only 

 

251. Which of the following statements 

are true regarding the "Strategic 

Disinvestment" of public sector 

enterprises: 

 

(a) Sale of shares to private entities 

(b) Sale of shares to private entity with 

management control 

(c) Sale of majority shares to  

public 

(d) Sale of assets to financial institutions 

 

252. Which of the following  statements 

are true regarding the recently 

concluded forex swap by RBI. 

i. It was done to increase liquidity in the 

economy 

ii. It may lead to transmission in the 

interest rates 

iii. It will result in increase in forex 

reserve 

 

Select the correct answer using the code 

given below: 

 

a) (i) & (ii) 

b) (ii) & (iii) 

c) (i) & (iii) 

d) All of the above 

 

253. Consider the following statements 

regarding “Currency Swap Agreement” 

between two companies: 

 

i. It is used to obtain foreign currency 

loans at cheaper interest rate 

ii. It removes the exchange rate risk 

 

Select the correct answer using the code 

given below: 

 

a) (i) only 
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b) (ii) only 

c) Both (i) & (ii) 

d) Neither (i) nor (ii) 

 

254. If the bond prices are increasing in 

the economy, which of the following 

statements will be true. 

 

i. Interest rates are hardening 

ii. Inflation  is moving upwards 

iii. Government missed the fiscal deficit 

target 

iv. Banks are flush with money 

 

Select the correct answer using the code 

given below: 

 

a) (i) only 

b) (i) & (iii) only 

c) (ii) only 

d) (iv) only 

 

255. Consider the following statements in 

an economy: 

 

i. Value of transactions is higher than 

the value of output 

ii. Money required for transaction in 

the economy is equal to the 

value of transactions 

 

Select the correct answer using the code 

given below: 

a) (i) only 

b) (ii) only 

c) Both (i) & (ii) 

d) Neither (i) nor (ii) 
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ANSWER SHEET 

QN ANS QN ANS QN ANS QN ANS QN ANS QN ANS QN ANS 

1 B 41 D 81 B 121 C 161 A 201 A 241 D 

2 D 42 B 82 C 122 C 162 D 202 A 242 B 

3 D 43 C 83 C 123 B 163 D 203 A 243 A 

4 A 44 C 84 C 124 B 164 A 204 D 244 D 

5 A 45 C 85 A 125 C 165 C 205 C 245 B 

6 A 46 D 86 D 126 B 166 B 206 C 246 B 

7 B 47 B 87 C 127 D 167 B 207 D 247 D 

8 B 48 A 88 C 128 D 168 A 208 C 248 C 

9 A 49 C 89 C 129 C 169 A 209 C  249 A 

10 A 50 D 90 C 130 A 170 B 210 A 250 C 

11 B 51 D 91 D 131 D 171 A 211 B 251 B 

12 A 52 D 92 D 132 D 172 C 212 C 252 D 

13 C 53 C 93 C 133 B 173 C 213 C 253 C 

14 C 54 B 94 C 134 C 174 C 214 B 254 D 

15 C 55 B 95 A 135 D 175 C 215 C 255 A 

16 D 56 D 96 C 136 B 176 C 216 B   

17 D 57 A 97 B 137 D 177 D 217 C   

18 D 58 C 98 A 138 C 178 A 218 D   

19 D 59 D 99 A 139 D 179 D 219 D   

20 A 60 D 100 C 140 D 180 A 220 C   

21 C 61 C 101 B 141 D 181 B 221 A   

22 C 62 C 102 A 142 C 182 C 222 C   

23 C 63 D 103 D 143 C 183 D 223 C   

24 A 64 B 104 C 144 C 184 D 224 C   

25 B 65 A 105 A 145 D 185 D 225 B   

26 B 66 B 106 D 146 B 186 D 226 B   

27 C 67 D 107 A 147 A 187 B 227 C   

28 D 68 C 108 B 148 A 188 C 228 A   

29 B 69 D 109 D 149 D 189 D 229 D   

30 D 70 C 110 C 150 A 190 A 230 C   

31 B 71 A 111 D 151 D 191 D 231 D   

32 A 72 C 112 D 152 A 192 A 232 A   

33 D 73 D 113 B 153 D 193 B 233 A   

34 B 74 D 114 A 154 A 194 B 234 D   

35 C 75 D 115 D 155 D 195 B 235 C   

36 A 76 C 116 D 156 C 196 A 236 A   

37 D 77 B 117 C 157 D 197 B 237 C   

38 B 78 C 118 D 158 B 198 C 238 A   

39 D 79 D 119 C 159 B 199 D 239 C   

40 C 80 D 120 C 160 C 200 D 240 B   
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EXPLANATORY ANSWERS 

1. (b)  

CSO releases the quarterly and annual GDP data with a lag of two months. For example the data 

for the GDP growth for FY 2018-19 will be released on 31st May 2019. 

 

2. (d) 

An economy produces two types of final goods i.e. consumption and capital goods. Consumption 

goods get consumed and capital goods are used for further production process (capital goods are 

also called investment). These two types of goods are purchased by the four sectors of the 

economy  

 

 Household sector (consumption goods) 

 Private sector (capital goods) 

 Government sector (consumption and capital both) 

 External sector (consumption and capital booth) 

 

GDP is the sum of the final value of all goods and services (consumption and capital) produced in 

the economy or it can also be defined as value added by all the enterprises in the economy. So (i) 

& (ii) statements are true. 

 

Whatever goods and services (consumption and capital) are produced in the economy is ultimately 

purchased by household, private, government sector and the rest is exported. So (iii) statement is 

true.  

 

By Income method, GDP is also equal to the income received by the four factors of production i.e. 

Profit, Rent, Interest and wages. So (iv) statement is also true. 

 

3. (d) 

Explained above. 

 

4. (a) 

5. (a) 

6. (a) 

Real GDP growth measures growth in quantity only and nominal GDP measures growth in value 

(which includes quantity and price as well). 

 

Now, suppose an economy produces wheat and rice. The quantities produced and the market 

price is given in the table. 

 

 2011-12 2012-13 2013-14 2014-15 

Wheat 10kg X Rs. 10/kg 11kg X Rs. 
10.5/kg 

12kg X Rs. 11/kg 12.5kg X Rs. 12/kg 

Rice 8kg X Rs. 12/kg 9kg X Rs. 12.5/kg 10kg X Rs. 13/kg 10.5kg X Rs. 
13.5/kg 
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Nominal 
GDP 

10X10 + 8X12 = 
Rs. 196 

11X10.5 + 9X12.5 
= Rs. 228 

12X11 + 10X13 
= Rs. 262 

12.5X12+ 
10.5X13.5 =  Rs. 
291.75 

 
To calculate Real GDP, we take the price of any year as constant and declare it as a base 
year. So suppose we declare 2011-12 as base year then we will take price of wheat as Rs. 
10/kg and price of rice as Rs. 12/kg as constant in all the subsequent years to calculate the 
real GDP. 
 

Real 
GDP 

10X10 + 8X12 = 
Rs. 196 

11X10 + 9X12 = 
Rs. 218 

12X10 + 10X12 
= Rs. 240 

12.5X10 + 10.5X12 
= Rs. 251 

 

The base year for calculation of GDP is 2011-12. So if we want to calculate India's Real GDP for 

2014-15 then we will have to  take the quantities produced in 2014-15 and the prices of 2011-12 

(base year). And if we want to calculate the Nominal GDP of 2014-15 then we will have to take the 

quantities produced in 2014-15 and the market prices of the same year i.e. 2014-15.  

 

 

In India, economic growth is measured by real GDP i.e. GDP at constant Market Prices as per 

the global best practices. 

 

Consider the above table once again. 

         

                            2011-12                     2012-13                   2013-14                   2014-15 

Nominal GDP      Rs.196                       Rs.228                     Rs.262                  Rs.291.75 

 

Change in  

Nominal GDP                         16.3%                       14.9%                        11.4% 

 

 

Real GDP            Rs.196                      Rs.218                      Rs.240                  Rs.251 

 

Change in 

Real GDP                              11.2%                       10.1%                      4.6% 

 

So, Real GDP is steadily/consistently increasing from 2011-12 to 2014-15 but "change in real 

GDP" is decreasing from 11.2% to 4.6%. (And same is true for nominal GDP also) 

 

The above is a case of economic growth as real GDP is increasing. (But we can say that economic 

growth is slowing down) 

So Q.5, only (i) statement is the required criteria. Because even if (iii) statement is not true (as in 

the above example), a country may experience economic growth. 

 

When the "real GDP" decreases or "change in real GDP" is negative then it is a case of recession.  

 

7. (b) 

National Income and Net National Income are same terms and used interchangeably. 
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Net National Income = Net National Product (NNP) 

Earlier (before January 2015) CSO was using factor cost to calculate NNP but now it uses Market 

Prices to calculate NNP. 

 

8. (b) 

Goods and services produced in India and sold outside the country i.e. to the foreigners is referred 

as exports. But the Net Factor Income from Abroad (NFIA) is the income earned by the four factors 

of production from abroad. In case of NFIA the production happens in abroad but in case of exports 

the production happens in the domestic country. So NFIA is different from exports and hence 

statement (i) is false 

 

Now, the indirect taxes and subsidies are included in the GDP and National Income. 

So statement (ii) is true 

 

9. (a) 

Gross National Income is the income earned by Indian residents only whether in India or abroad. It 

does not include the income earned by Non Resident Indians (NRIs). And it is equal to GDP plus 

net factor income from abroad (NFIA). 

 

10. (a) 

[Ref: Economic Survey 2017-18 Vol-II, Page 7, Per Capita Income] 

 

11. (b) 

The  value of capital goods produced is defined as investment. 

Hence, production of consumption goods and services are not investment. 

Buying and selling of shares from one person to another person is also not investment for the 

economy as only the ownership changes and nothing happens on ground. 

So, only (ii) statement is true. 

 

12. (a) 

Whenever in any country, the working population increases and dependent population decreases, 

the savings in the economy increases. (This also happens at the family level. If  a family has more 

working members and less dependents then savings of the family increases). The increased 

savings leads to increase in investments. 

 

So, (i) & (iii) statements are true. 

 

13. (c) 

Incremental Capital Output Ratio (ICOR) is defined as:-  

 

ICOR = change in capital   = investment % in GDP 

             change in output      % change in GDP 

It represents how efficiently capital is used to produce output. It also represents how much extra 

unit of capital is required to produce one additional unit of output. 

Hence, statement (iii) is false. 
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So, if ICOR of India = 5, then India requires Rs. 5 of capital goods to produce Rs. 1 of output. 

If our ICOR is 5 and we want a growth of 8% in GDP then we will have to do 40% investment. 

 

14. (c) 

Capital formation means production of capital goods. 

Production of capital goods leads to future production of goods and services and hence economic 

growth. So, statement (iii) is true 

 

Production of capital goods increases the capital stock in the economy but does not tell whether 

there is any increase in efficiency of that capital. Efficiency is measured as how much output is 

produced from how much of inputs. 

 

 

15.  (c) 

Investment in the economy means production of capital goods.  

When the economy produces all consumption goods and no capital goods (investment) then its 

GDP shall remain constant i.e. it will not grow. But till the time there is net production of capital 

goods i.e. investment in the economy, the production of goods and services (GDP) will must 

increase.  

Capital formation means production of capital goods. So if there is capital formation, it will 

necessarily lead to increase in GDP i.e. economic growth.  

 

16. (d) 

When a country goes through industrialization, it uses more capital and less labour comparatively 

or we can say labours are replaced by capital (machinery) .That means ratio of capital to labour 

increases sharply. So statement (a) is true. 

It also leads to increase in production. So, production per labour also increases which means 

increase in labour productivity. So statement (b) is also true 

 

Total factor productivity means productivity of all factors of production i.e. labour, capital, land etc. 

During industrialization, when overall production increases, production per unit of inputs i.e. labour, 

capital, land etc also increases. So statement (c) is also true 

 

17. (d) 

 

18. (d) 

 

 

19. (d) 

Openness is measured as Exports + Imports of goods and services of a country as a percentage of 

its GDP. So (d) is correct 

Trade balance means Exports - Imports, so statement (c) is incorrect. 

 

20. (a) 
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RBI intervenes in the market to contain volatility in exchange rate of Rupee with respect to dollar. 

There is no targeted band in which RBI tries to keep the Rupee Dollar exchange rate. 

 

21. (c) 

When a country has floating exchange rate system, then its value depends on the market forces of 

demand and supply. When the interest rate in the country increases foreign investors are 

interested in investing in the country leading to an increased demand of that currency which 

ultimately leads to appreciation of that currency. 

So (i) statement is true. 

 

When there is high inflation in the country the value of that currency decreases. So, earlier if we 

were getting $1 in Rs. 60 then due to inflation in India the same $1 we may get in Rs. 70. 

So (ii) statement is also true. 

 

 

22. (c) 

Pegged exchange rate means a country fixes its exchange rate with another country currency or a 

basket of currencies and when required changes it accordingly. 

 

Suppose Nominal Exchange Rate is $1 = Rs.60 (Nominal exchange rate means how many Rs. can 

be purchased in $1 from the market.) 

For example, suppose 

                                              India                         US 

Burger Price                         Rs. 30                        $1 

 

In this case US will import the burgers from India as in $1 they will get Rs. 60 and in Rs. 60 they 

will get 2 burgers in India, so India will export burgers to US.  

But if due to inflation the burger price in India becomes Rs. 60 then exports from India  will stop. So 

inflation in the country make exports less competitive.  

Hence, (i) statement is true. 

 

But when price of burger in India reaches to Rs. 60 and RBI devalues the exchange rate to $1 = 

Rs. 120 then again exports from India will start. Because now foreigners will get Rs. 120 in $1 and 

in Rs. 120 they will again get 2 burgers in India. 

So (ii) statement is also true. 

 

23. (c) 

Suppose Nominal Exchange Rate is $1 = Rs.60 and India and US produces just burgers. 

 

                                              India                         US 

Burger Price                         Rs. 30                        $1 

 

To calculate PPP exchange rate, we need to compare the prices of a basket of goods in India with 

US. 

In the above case by comparing the prices of burger in India and US, we will get  $1 = Rs. 30 
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So, $1 = Rs. 30 is the PPP exchange rate. It implies whatever Rs. 30 can purchase in India, $1 can 

purchase in US i.e. purchasing power of Rs. 30 in India is equal to purchasing power of $1 in US. 

So, if the inflation rate is different in the countries then PPP exchange rate will change. But if there 

is no inflation (prices remains same) then PPP exchange rates will be constant.  

So, (i) statement is true. 

 

When we use PPP exchange ($1 = Rs. 30) rate to convert the price of burger in US in Indian 

currency then it is Rs. 30 in US which is the same as in India also. 

So, (ii) statement is also true. 

 

24. (a) 

 

25. (b) 

When trade deficit increases that means imports are increasing in the country as compared to 

exports. Increase in imports causes an increase in demand for dollars which results in declining 

value of Indian currency. 

 

26. (b) 

Suppose (Nominal) exchange rate is $1 = Rs. 60 

Now if an Indian exporter exported a particular commodity (1 unit) in the international market 

whose price is $8, then in India after conversion he will get ultimately Rs. 480. 

But if the rupee is undervalued (means depreciated) i.e. $1 = Rs. 64 then he can sell his product in 

the international market at a price of $7.5 and can earn the same Rs. 480. So the Indian exporters 

can sell their product more competitively in the international market, just because rupee is 

undervalued or depreciated. 

 

27. (c) 

When there is higher inflation in the Indian economy that means rupee is losing value and it results 

in depreciation of the rupee with respect to other currencies. Rest all options will result in 

appreciation of rupee. 

 

28. (d) 

29. (b) 

Suppose Nominal Exchange Rate is $1 = Rs.60 

 

                                              India                         US 

Burger Price                         Rs. 30                        $1 

Whether India will export burgers to US or not depends on three parameters/prices 

 Price of Burger in US (directly proportional, i.e. if it increases, exports to US will increase) 

 Price of Burger in India (indirectly proportional, i.e. if it increases exports to US will 

decrease) 

 Nominal Exchange Rate (directly proportional, i.e. if it increases exports to US will 

increase) 

 

And all the three parameters are captured in Real Exchange Rate 
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Real Exchange Rate = Price in US X Nominal Exchange Rate 

                                     Price in India 

                                  = 1 X 60 

                                        30 

                                  = 2 

 

Till Real Exchange Rate > 1, India will continue to export its burgers to US. 

If  Real Exchange Rate becomes equal to 1, then export & import will stop. 

If Real Exchange Rate < 1, then US will start exporting its burgers to India. 

So Real Exchange Rate determines export competitiveness between two countries. 

 

But if India wants to measure its export competitiveness with all its trading partners then it 

calculates Real Effective Exchange Rate which is a weighted average (with respect to trade value) 

of the Real Exchange Rates of its trading partners. 

 

If real effective exchange rate appreciates that means it moves from 2 to 1 (in the example above) 

which means export competitiveness of Indian products will start reducing. 

 

30. (d) 

There are three kinds of government securities. 

Central government issues two kinds of securities : 

 Treasury Bills  (< 1 year) 

 Dated securities (< 1year < 30 year) 

And state governments issue "State Development Loans" (SDL) 

 

These securities can be purchased by RBI, foreign investors (portfolio investors), financial 

institutions like banks and individuals also. 

 

31. (b) 

Currencies and coins are fiat money because they derive their value from government "fiat"/ order. 

If the coin is melted then it will not fetch the same value in the market  and the paper of which the 

currency note is made of does not have any value in the market. Hence, Currency notes and coins 

are called fiat money and they do not have intrinsic value.  

 

They are also called legal tenders as they cannot be refused by any citizen of the country for 

settlement of any kind of transaction. Cheques drawn on savings or current accounts, however can 

be refused by anyone as a mode of payment. Hence cheques and demand deposits are not legal 

tenders. So only (i) & (iii) statements are true. 

 

32. (a) 

33. (d) 

Monetary Base or High Powered Money is the total liability of the Monetary Authority of RBI.  

It consists of currency (notes and coins in circulation with the public and vault cash of commercial 

banks) and deposits held by government and commercial banks with RBI. 

  

34. (b) 
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When people deposit money in banks (public deposits), then banks keep only a certain portion 

(which is called reserves) with them and the rest they lend. 

The portion that they keep as reserves can be in the form of cash or gold or they can purchase 

government securities (bonds) or they can deposit with RBI. 

So only (ii), (iii) & (iv) statements are true. 

 

35. (c) 

One of the basic reasons of keeping CRR with RBI is to provide safety to the public deposits. It 

also insures solvency i.e. staying in business and liquidity problems. 

 

Since banks do not earn interest on the CRR, so it is idle money for the banks which increases its 

costs. 

 

36. (a) 

[Ref: RBI Act 1934, Sec 42] 

 

37. (d) 

Money supply is defined as the stock of money in circulation among the public. 

So money lying with government, RBI and interbank deposits are not considered as money supply. 

 

38. (b) 

Banks are permitted to keep only a fraction of our deposits as reserves, rest they can lend and this 

lending creates money in the system. 

 

For example, If I deposited Rs. 100 in a bank, the bank keeps Rs. 20 in reserves and rest i.e. Rs. 

80 it lends to someone else. Now, money with me is Rs. 100 and with the other person Rs. 80. So 

total money got created in the system is Rs. 180 out of Rs. 100. 

This is called fractional reserve banking. 

(In this case Rs. 100 will be monetary base and Rs. 180 will be money supply and money supply 

divided by monetary base i.e. 180/100 is called money multiplier) 

 

If banks are mandated to keep all the deposited money i.e. Rs. 100 as reserves then banks would 

not be able to lend and no new money will be created in the system. 

 

Money multiplier decreases when banks are required to keep more reserves. 

Money multiplier remains constant due to change in monetary base because in that case money 

supply also changes and the ratio of money supply to monetary base does not change. 

 

39. (d) 

 

40. (c) 

 

41.  (d) 

Open Market Operations (OMO) is a monetary policy tool where RBI buys/sells government 

securities in the secondary (open) market to increase or decrease the money supply. 
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Due to foreign investments inflow or outflow, money supply in the Indian economy increases/ 

decreases. To prevent or sterilize the economy from such external shocks RBI buys or sells 

government securities to keep the money supply unchanged. This is called sterilization and it is not 

a day to day phenomenon but rather used less frequently. 

 

42. (b) 

Government issues only debt securities like treasury bills, dated securities and state development 

loans. 

 

Anybody can give loan (debt) to government but they cannot own government i.e. they cannot 

purchase government shares. Government never issues shares. Government is different from 

government companies (PSUs) which can issue shares and bonds both. 

 

Open Market Operations is conducted by RBI where it buys or sells govt. bonds. 

So, (ii) & (iii) statements are true. 

 

43. (c) 

RBI conducts quarterly 'inflation expectation survey' of households. 

[Ref: Economic Survey 2014-15 Vol-II, Page 75, Household Inflation Expectations] 

 

44. (c) 

RBI keeps the repo rate high or increases it when the inflation in the economy increases. 

 

When "inflation expectation" of the people is high, i.e. they are expecting that in future inflation will 

increase, then such a behaviour of the people ultimately leads to higher inflation in the economy 

due to which RBI increases the repo rate. 

So, both the statements are true. 

 [Ref: Economic Survey 2015-16 Vol-II, Page 17, Monetary Developments] 

 

45. (c) 

Foreign Direct Investment (FDI) happens in three ways:- 

 A foreign company purchasing shares of Indian company 

 A foreign company in collaboration with an Indian company establishing a new company 

called Joint Venture Company in India 

 A foreign company establishing a subsidiary or a child company in India 

 

46. (d) 

47. (b) 

48. (a) 

 FDI FPI/FII 

1 It is only in equity/shares/ownership It is both in equity and debt (loan) 

2 It is through primary market Generally through secondary market but 
can happen through primary market  

3 Generally new shares are issued and the 
new capital (money) comes to the 
company through which the company 
invests in new factory, machines etc.  

Generally only the owners change hands 
and new capital does not come to the 
company 
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4 The foreign investor purchase large 
shareholding and appoints Board of 
Directors and get involved in the decision 
making (active management) of the 
company 

Foreign investors generally purchase 
small shareholdings and do not get 
involved in the management of the 
company 

5 Foreign investors try to make the company 
profitable through their decision making 
and target the profit of the company  

Foreign investors target the share price of 
the company and derive their gain from 
rise of share prices 

6 It is sector specific. For example, a steel 
company in US will invest only in a steel 
company in India and try to make that 
company profitable through their 
management and decision making and get 
a share of the profit 

It is in general capital market. For 
example, a foreign investor is not 
particular about any company/ sector in 
India and is willing to invest in any 
company which gives a chance of share 
price appreciation 

7 It is a long term investment as to turn the 
company profitable, the foreign investor 
needs to get invested for a long time. 

It is generally short term investment 

8 Generally the government specify a lock in 
period and during this period the foreign 
investor cannot sell his investment and 
hence it is quite stable 

There is no lock in period and the foreign 
investor can return any time by selling his 
investment. This makes the currency 
volatile 

 

 

49. (c) 

Government has accepted the international practice regarding the definitions of FDI and FPI. 

Where the investor's stake is 10 percent or less in a company it will be treated as FPI and, where 

an investor has a stake of more than 10 percent, it will be treated as FDI. A single foreign portfolio 

investor can invest maximum up to 10 percent in an Indian company and all FPIs on aggregate 

basis can maximum invest up to 24% or the sectoral cap/ statutory ceiling as applicable for that 

sector under foreign investment. Government now specifies composite cap/ceiling for foreign 

investors (rather than separate limits for FDI and FPI) in various sectors under which all kinds of 

foreign investments are allowed. 

 

Foreign Investment in an unlisted company irrespective of threshold limit may be treated as FDI. 

An investor may be allowed to invest below the 10 percent threshold and this can be treated as FDI 

subject to the condition that the FDI stake is raised to 10 percent or beyond within one year from 

the date of the first purchase. The obligation to do so will fall on the company. If the stake is not 

raised to 10% or above, then the investment shall be treated as portfolio investment. In case an 

existing FDI falls to a level below 10 percent, it can continue to be treated as FDI, without an 

obligation to restore it to 10% or more. In a particular company, an investor can hold the 

investments either under the FPI route or under the FDI route, but not both.   

 

50. (d) 

 

51. (d) 

Nominal Interest Rate (Deposit Rate) = Inflation + Real Interest Rate 
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If inflation is 5% and banks offer deposit rate 5% then nobody will deposit money in banks as 

whatever banks are offering will be eaten away by inflation. People deposit money in banks to earn 

something and this is possible only when real interest rate is positive. 

 

So if inflation is 5% and banks are offering deposit rate 7% then the real interest rate will be 2%. 

This means the depositors are actually/really getting a 2% return. 

When real interest rate is positive people save (deposit) money in banks and reduce their 

consumption. 

 

When the inflation increases a lot and banks do not increase their deposit rate then the real interest 

rate may turn negative. 

 

Inflation in the economy may be negative 

 

So, (i) & (iv) statements are true. 

 

52.  (d) 

When inflation in the economy is low, people expenses decreases and they are able to save more. 

 

When per capital income increases it leads to higher savings in the economy. 

 

Growth of financial intermediaries means financial institutions like banks. Increase in banks in the 

economy lead to increased saving behaviour. 

So all the statements are true. 

 

53. (c) 

Liquidity Trap is a situation where the Central Bank wants to increase the money supply in the 

economy in case of recession but fails to lower the interest rate as the interest rates (repo rate and 

deposit rates) almost reaches zero. This makes the monetary policy ineffective. 

 

In such a situation people would like to hold on to their cash (may be savings deposits in banks 

that is also called cash and not the fixed deposit) and may not spend money as there is almost 

zero or negative inflation and banks deposit rates are almost zero. 

So, (i), (ii) & (iv) statements are true. 

 

54. (b) 

Creditor means the person who has given money to someone 

Debtor means who has taken money from someone 

Depositors means who has deposited money in banks or financial institutions 

Bondholders means person who is holding bonds 

 

When a person holds physical asset whose price is denoted in Rupee then he benefits from price 

increase or inflation. 

But a person who holds financial assets (like Rs. 100 note) or any financial instrument  which 

guarantees fix return of cash payments in future then he loses from price rise. This is because the 

purchasing power of rupee decreases due to inflation. 
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Hence, in case of inflation, depositors, creditors and bondholders will lose. 

So, only (ii) statement is true 

 

55. (b) 

56. (d) 

Base Rate was introduced in July 2010 replacing the Benchmark Prime Lending Rate (BPLR) 

system. Base Rate is the minimum rate below which Scheduled Commercial Banks cannot lend. 

RBI publishes guidelines for calculation of Base Rate and every bank calculates its own base rate. 

 

Base rate calculation methodology was based on various factors like: 

 (Average) Cost of deposits/funds (interest rate that bank offers to its depositors) 

 Cost of maintaining CRR and SLR (if the banks are required to keep higher reserves like CRR 

and SLR, then they will be able to lend less money & will have to charge higher interest rate) 

 Operational Costs of Banks 

 Return on Net worth (investment) 

 

From 1st April 2016, RBI has introduced a new methodology for calculation of the Base Rates 

based on marginal cost of funds rather than average cost of funds. This new methodology is called 

Marginal Cost of Funds based Lending Rate (MCLR) 

 

MCLR calculation methodology will be based on the following factors:- 

 Marginal cost of deposits/funds 

 Cost of maintaining CRR and SLR 

 Operational Costs of Banks 

 Tenor Premium (based on the time period for which loan is given) 

                  

The basic difference between the previous Base Rate and the new MCLR based rate is the change 

from average to marginal. 

(When RBI reduces the repo rate, banks reduce their deposit rate as the repo rate acts as the 

benchmark rate in the economy. Earlier the calculation of lending rate was based on average cost 

of deposits to the banks. So, due to reduction in repo rate and further reduction of deposit rates by 

banks, the average cost of deposits of the banks did not reduce because still banks need to pay 

the higher deposit rate to all its previous depositors.  

In the new method banks will calculate the lending rate based on marginal cost of deposits. So, 

when RBI will reduce the repo rate and banks reduce the deposit rate, the marginal cost of 

deposits will get reduced and the banks will have to reduce the lending rates) 

This will help in better monetary policy transmission.  

 

The banks shall review and publish their MCLR every month. 

 

57.  (a) 

When government offers high rate on its own savings scheme then banks are apprehensive of 

reducing their deposit rates as it will lead to people depositing money in government savings 

schemes rather than in banks. When the banks are not able to reduce their deposit rate they do not 

reduce the lending rate also as it will squeeze/reduce their profits. 
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It hinders in monetary policy transmission and benefits mostly rich people. 

[Ref: Economic Survey 2015-16 Vol-I, Page 96, Small Savings] 

 

58. (c) 

 

59. (d) 

When a country faces inflation, we require more money to purchase a given quantity of goods and 

services and the purchasing power of rupee decreases . In case of inflation generally wages 

increases but nothing can be said about the output. 

So, (d) option is true. 

 

 

60. (d) 

One of the reasons of rise in prices of goods and services is due to increase in money supply. And 

increase in money supply can be caused to government increasing the expenditure or government 

increasing the salaries through implementation of 7th Pay Commission. When RBI purchases 

government security from the public it pays money to the public and ultimately increases the 

money supply. 

So, all the statements are true. 

 

61. (c) 

If aggregate demand increases by 10 percent and aggregate supply increases by only 8 percent 

then it leads to an effective increase in demand of 2 percent and it may result in inflation. 

When aggregate/overall output decreases then even if we assume demand as constant then it will 

lead to an increase in effective demand which results in higher inflation. 

 

Higher employment increases demand in the economy and may result in higher inflation. 

 

62. (c) 

To reduce the rate of inflation government should reduce the money supply which it can do through 

increase in income tax.  

So, (c) option is true. 

All the other options increases money supply. 

 

63. (d) 

The amount of money supply in the economy impacts prices i.e. when money supply increases 

inflation increases and when money supply decreases inflation decreases. 

 

Money supply impacts GDP also, as more money is required to increase the output. 

 

When the demand for money increases, rate of interest goes up in the economy. So, when money 

supply increases then rate of interest may cool/decrease in the economy and vice versa. 

So, all statements are correct. 

 

64. (b) 
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Increase in money supply may not necessarily lead to economic growth. But when the supply of 

money increases, the interest rate comes down (concept of demand and supply). 

 

65. (a) 

Deflation is bad for economic growth. Because when prices start declining people postpone their 

purchase decisions and company's postpone their investment decisions. This leads to decrease in 

demand in the economy which hurts economic growth.  

 

Low and moderate inflation is good for economic growth as it creates demand in the economy and 

people are also willing to save money in banks which ultimately increases investment. 

 

Galloping or Hyperinflation eats away the savings of the people as they spend too much money in 

buying goods and services which ultimately decreases investment. 

Banks also do not offer higher interest rate (than inflation) in such cases and people do not keep 

money in banks as they do not get any real return. 

 

So, only (ii) statement is true. 

 

66. (b) 

It is an economic anomaly where stagnation in the economy is accompanied by high inflation 

(instead of low inflation due to falling demand). Triggered first in 1973 by the OPEC's fourfold 

increase in oil prices which raised all prices, thus slowing down economic growth. 

 

Stagflation = Stagnation in the economy + Inflation 

 

Generally when economy stagnates (slows down) then inflation also comes down due to lower 

demand in the economy. But stagflation is an exception where economy slows down but the 

inflation is high. And this may be because of the steep rise in prices of some inputs required in the 

production process. 

 

67. (d) 

When the output in the economy is high, that means factories are working at full potential and 

employing more labour. So, (i) statement is not true. 

 

When the unemployment in the economy is high, people have less money to purchase goods and 

services i.e. the demand in the economy decreases which leads to decrease in prices. So, (ii) 

statement is also not true. 

 

68. (c) 

Consider an example: 

                                                2012                 2013                  2014                2015 

 

Onion Prices (Rs/kg)                10                      11                    11.6                  12         

Inflation                                                10%                  5.45%                3.45%         
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In the above example onion prices are increasing. But inflation (increase in prices) is decreasing 

from 10% to 5.45% to 3.45% but it is positive. This is a case of Disinflation (declining rate of 

inflation but the rate of inflation remains positive). 

So, (i) statement is true. 

 

 

 

Consider next example: 

                                                2012                 2013                  2014                2015 

 

Onion Prices (Rs/kg)                 10                    9.5                       9                      8         

Inflation                                                -5%                  -5.6%                -11.1%      

 

In the above example onion prices are decreasing, so the inflation is negative. This is a case of 

Deflation. 

So, (ii) statement is also true. 

 

69. (d) 

When the economy is facing deflation, that means prices are decreasing. 

In such a situation, whatever I can buy today in Rs. 100, in the same Rs. 100, I will be able to 

purchase more in the next year. This leads to postponement of purchase decisions by the people 

and the demand in the economy decreases. When the demand decreases, companies defer their 

production and investment decisions which lead to increase in unemployment. 

So, all the statements are correct. 

 

70. (c) 

Those transactions come under Capital Account (BoP) which creates future obligations/ liabilities 

or change in assets/liabilities. For example loans, shares, deposits etc. 

 

Global Depository Receipts (GDRs) are basically shares issued abroad by a domestic company 

through banks. 

 

Trade Credit means credit/loan given for trade purpose. 

 

Securities are basically financial assets, so it will always be included in Capital Account. 

 

So, all are part of Capital Account of BoP 

 

71. (a) 

BoP is basically transactions of the residents of the country with the rest of the world. 

And transfer payments means anything given for free. 

 

In the (i) statement, the transaction between Indian resident and Non Resident (NRI) is for free, 

without any work done or consideration. So it is a case of transfer payment. 
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In the (ii) statement, the transaction is between Indian resident and its employer (non-resident 

company) for some work done by the Indian. So it is not a case of free transfer rather it is factor 

income. 

 

So, only (i) statement is true. 

 

72. (c) 

If the Current Account is negative that means we are spending more and earning less (imports are 

more than exports), then we require foreign exchange to fund the Current Account Deficit. 

 

This foreign exchange can come if we are surplus in Capital Account i.e. there is a net inflow in 

Capital Account. Or we can also use the foreign exchange reserves of our country. 

So, both statements are true. 

 

73. (d) 

Exports means produced within the country and sold to foreigners (or non residents). If a foreigner 

is coming to India and then purchasing wheat then it is a case of exports. 

In the same way, if a foreigner is coming to India for medical treatment or tourism then the 

foreigner is basically purchasing medical and tourism services produced in our country. 

So, the best possible answer is exports. 

 

74. (d) 

 

75. (d) 

 

76. (c) 

When RBI floats loans on behalf of government then it is acting as a "Debt Manager" of 

government and not as a Banker to government. So (iv) statement is not true. 

 

77.  (b) 

 RBI has deregulated interest rate on term/ time deposits since Oct 1997. 

 

 RBI had deregulated interest rate on savings deposits since May 2011. 

 RBI regulates three categories of financial markets; money markets, government securities 

markets and foreign exchange markets. 

 

78. (c) 

Mergers and Acquisitions of commercial banks require the approval of Competition Commission of 

India (CCI) and Reserve Bank of India (RBI) both. 

 

CCI is the "Fair Trade Regulator". 

 

CCI looks into the competition part of such deal and RBI looks into the prudential aspects. The RBI 

is the sector regulator, so the health of banks is its concern. The CCI’s concern is their behaviour in 

the market and the consumers in the market,”  
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But as per section 54 of the CCI Act, Central government may exempt from the application of CCI 

Act, any class of enterprises, if such exemption is necessary in the interest of security of the State 

or public interest. So when SBI and its associates got merged, then Central government had 

waived of the approval of CCI. 

 

79. (d) 

A bank run is a situation that occurs when a large number of bank's customers withdraw their 

deposits simultaneously due to concerns about the bank's solvency (Solvency is the ability of a 

company to meet its long-term financial obligations which is essential to staying in business). As 

more and more people withdraw their funds, the probability of default increases, thereby prompting 

more people to withdraw their deposits. In extreme cases, the bank's reserves may not be 

sufficient to cover the withdrawals. A bank run is typically the result of panic which can ultimately 

lead to default. In such a situation, the RBI stands by the commercial banks as a guarantor and 

extends loans to ensure the solvency of the banks. This function of RBI is also called 'lender of last 

resort'. 

 

80. (d) 

NABARD does not give direct loan but it gives loan to Commercial Banks, Regional Rural Banks 

(RRBs), State Cooperative Banks & Land Development Banks and Non Banking Financial 

Companies (NBFCs) for further lending to the agriculture and rural sectors. 

[Ref:  NABARD website:-    https://www.nabard.org/english/Longterm.aspx] 

 

81. (b) 

Rural Cooperative Banks are regulated by RBI and supervised by NABARD 

 

82. (c) 

Regional Rural Banks (RRBs) are regulated by RBI and supervised by NABARD 

 

83. (c) 

Sovereign Gold Bonds (SGB) are government securities denominated in grams of gold. They are 

substitutes for holding physical gold. Investors have to pay the issue price in cash and the bonds 

will be redeemed in cash on maturity. The Bond is issued by RBI on behalf of Government of India. 

 

Suppose somebody is purchasing gold bonds worth Rs. 100 by payment in rupees, then this Rs. 

100 bond will also be denominated in grams of gold as per the market price of gold at the time of 

purchase and the investor will earn a fix interest rate. So an investor holding gold bonds will get the 

benefit of price appreciation if the price of physical gold in the market is increasing and interest 

both but he will lose if the price of gold in the market decreases.  

 

The quantity of gold for which the investor pays is protected, since he receives the ongoing market 

price at the time of redemption/ premature redemption. The SGB offers a superior alternative to 

holding gold in physical form. The risks and costs of storage are eliminated. Investors are assured 

of the market value of gold at the time of maturity and periodical interest (@2.5% per annum paid 

semi-annually). SGB is free from issues like making charges and purity in the case of gold in 

jewellery form. It can be purchased from Scheduled Commercial Banks, Post office, BSE and NSE. 
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84. (c) 

[Ref: 12th new NCERT Macro, Page 76] 

 

85.  (a) 

As per the RBI Act 1934, Section 26, "on recommendation of the Central Board the Central 

Government may, by notification in the Gazette of India, declare that, with effect from such date as 

may be specified in the notification, any series of bank notes of any denomination shall cease to be 

legal tender". 

 

86. (d) 

As per section 26 of the RBI Act 1934, on recommendation of the Central Board the Central 

Government may, by notification in the Gazette of India, declare that, with effect from such date as 

may be specified in the notification, any series of bank notes of any denomination shall cease to be 

legal tender. 

 

87. (c) 

As per section 24 of RBI Act 1934, Central Government on the recommendation of Central Board 

of Directors of RBI, has the authority to specify the denomination of the new currency note to be 

issued in the country. 

 

88. (c) 

As per section 22 of RBI Act 1934, RBI has the sole right to issue bank notes in India. 

 

89. (c) 

A country or its citizens may use many modes of exchange in their daily lives. History tells us that 

ancient humans used salt and spices as currency. But ‘Legal tender’ is the money that is 

recognized by the law of the land, as valid for payment of debt. It must be accepted for discharge 

of debt. The RBI Act of 1934, which gives the central bank the sole right to issue bank/ currency 

notes, states that “Every bank note shall be legal tender at any place in India in payment for the 

amount expressed therein”. 

 

Legal tender can be limited or unlimited in character. In India, coins function as limited legal tender. 

Therefore, 50 paise coins can be offered as legal tender for dues up to ₹10 and smaller coins for 

dues up to ₹1. Currency notes are unlimited legal tender and can be offered as payment for dues 

of any size. 

 

As per the RBI Act 1934, all bank notes are guaranteed by the Central Government 

 

90. (c) 

As per the RBI Act 1934, Clause 25, "the design, form and material of bank notes shall be such as 

may be approved by the Central Government after consideration of the recommendations made by 

the Central Board of RBI. 

 

91. (d) 

The currency held by public is the liability of RBI as whenever somebody comes with the currency 

note to the RBI, it needs to return a sum equivalent to the value of currency. So if some old notes 

 

https://upscpdf.comhttps://t.me/upsc_pdf https://t.me/upsc_pdf

Download from:- https://upscpdf.com



 

73 | P a g e  
  

does not come to the banking system then it will become invalid, and RBI will never have to return 

equivalent value of those currency notes. 

 

If the black money does not come back to the banking system after demonetization then RBI's 

liability would reduce by that amount and its net Assets (net worth) will increase. This ultimately 

means that the private money has been transferred to the RBI. Hence it is a kind of transfer of illicit 

black money to the public sector.  

Demonetization may have some negative impact on GDP growth which will impact the revenues 

from indirect and corporate taxes. 

"Black economy is the market based production of goods and services – legal or illegal – that 
escapes capture in the official GDP statistics. And the tax that the government forfeits on this 
activity circulates as black money." 
 

92. (d) 

[Ref: GoI budget:  http://www.unionbudget.nic.in/  -> Budget at a glance (pdf file)] 

 

93. (c) 

 

94. (c) 

[Ref: Indian Polity by Laxmikanth, Parliament-> 22.25] 

 

95. (a) 

[Ref: 12th new NCERT Macro, Page 62, Revenue Expenditure] 

 

96. (c) 

Royalty from onshore (on land) oilfields goes to the State Governments as tax on minerals is the 

right of States. From offshore (within sea) oilfields, royalty goes to Central Government. 

So, (iii) statement is not true. 

 

97. (b) 

There are certain capital receipts of the Central Government which does not create debt/liability on 

it. 

When the government is selling its shares in PSUs it is not creating debt on Govt. rather it is 

decreasing its assets. 

In the same way recovery of loans does not create debt.  

 

But, if the Govt. issues securities (treasury bills) then it will be debt creating capital receipts. 

Money received in Public Account are liabilities for Govt. of India and are debt creating capital 

receipts. 

[Ref: GoI Receipts Budget 2017-18] 

 

98. (a) 

Most of the taxes in the country are imposed on value (Quantity X Price)  and not on quantity. So 

tax revenue collection depends on the value of production i.e. Nominal GDP  

 

99. (a) 
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100. (c) 

101. (b) 

Post Office Savings Account, National Savings Certificate, Public Provident Fund, Kisan Vikas 

Patra, Sukanya Samriddhi Account are Small Savings Schemes and the funds accruing in through 

schemes goes in to National Small Savings Funds (NSSF) maintained in Public Account of India. 

These all receipts create debt on Government of India and are capital receipts. 

 

When Government of India raises loans through treasury bills then it goes into Consolidated Fund 

of India rather than Public Account of India. 

 

National Small Savings Fund (NSSF) was set up on 1st April, 1999 under Public Account of India. 

The objective of NSSF was to account all the monetary transactions under small savings schemes 

of the Central Government under one umbrella. The net collection in NSSF is invested in Central 

and State Government Securities. 

 

102. (a) 

Public Debt of Govt. of India is Central Government's internal and external debt. 

Treasury Bill is Govt. of India's debt because these are bonds issued by GoI. 

 

ECB and FDI relates to companies and PSUs. And NRI deposits are in banks and it is not a debt of 

Govt. of India. 

So, only (i) statement is correct. 

 

103. (d) 

India's external debt includes the debt of the Central Government, State Governments, companies, 

NRI deposits, debt investments in India etc. So, all the statements are true. 

 

104. (c) 

 Fiscal Deficit =  Total Expenditure        -   Total Receipts except borrowing 

                      =  (Rev Exp. + Cap Exp.)  - (Rev Rec. + Cap Rec. except borrowing) 

                      = (Rev Exp. - Rev Rec.) + (Cap Exp. - Cap Rec. except borrowing) 

                      = Revenue Deficit + Cap Exp. - Cap Rec. except borrowing 

                      = Total borrowing  

                      = Net borrowing at home + borrowing from RBI + Borrowing from abroad 

 

Let us understand with an example. 

Suppose, government's total expenditure = 17 lakh crore  

                                      and total receipts = 13 lakh crore 

 

Then government will have to borrow (17 lakh crore -13 lakh crore) 4 lakh crore to meet its 

expenditure. And this 4 lakh crore is called the fiscal deficit. That is why fiscal deficit is also equal 

to the total borrowing i.e. 4 lakh crore. 

 

But this 4 lakh crore which government borrows is also part of capital receipt for the government 

and it must be included in capital receipts. So in actual sense government's total receipts will 

become 17 lakh crore (i.e. 13 lakh crore + 4 lakh crore borrowing).  
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Hence, in the above example:  

Fiscal Deficit = Total expenditure - total receipts except borrowing 

Otherwise the difference of total expenditure and total receipts will always be zero. 

 

105. (a) 

Fiscal Deficit is equal to total borrowing and the borrowing is part of capital receipts which create 

debt. So fiscal deficit is equal to debt creating capital receipts. 

 

106. (d) 

[Ref: 12th new NCERT Macro, Page 72, Other Perspective on Deficits and Debt] 

 

107. (a) 

The “Outcome Budget” reflects the endeavour of the Government to convert "Outlays" into 

"Outcomes" by planning expenditure, fixing appropriate targets and quantifying deliverables of 

each scheme. The “Outcome Budget” is an effort of the Government to be transparent and 

accountable to the people. Outcome budget is presented in the parliament. 

 

For example, suppose if government is budgeting Rs. 20,000 crore for the LPG subsidy for FY 

2018-19 then under the outcome budget it may set a target that it is planning to distribute LPG 

cylinders to 10 crore households. 

 

108. (b) 

109. (d) 

All indirect taxes (including GST) are regressive in nature 

110. (c) 

111. (d) 

112. (d) 

113. (b) 

Consider an example to understand GST in a better way: 

 

 

 

 

 

 

                                                                                                                             Consumer                     

                                     100 + 118                                             300 + 54                                                  

                              

 

                Tax = Rs.18                                                     (Rs.54 - Rs.18) Tax = Rs.36 

                (CGST = 9, SGST = 9)                             (CGST = 18, SGST = 18) 

           Govt.                                                  Govt.    

 

In the above example, A is doing value addition of Rs. 100 and selling the product to B in Rs. 118 

and paying Rs. 18 GST to the government. B is doing value addition of Rs. 200 and is paying Rs. 

       A 

Value Add 

= Rs. 100 

 

Cost of Inputs  = 0 

Value Addition = Rs.100 

VAT refund      = 0 

Sale Price       = Rs. 100 

GST (18%)      = Rs. 18 

Invoice           = Rs. 118 

Cost of Inputs = Rs.118 

Value Addition = Rs. 200 

VAT refund      = -Rs. 18 

Sale Price        =Rs. 300 

GST (18%)     = Rs. 54 

Invoice           = Rs. 354 
       B 

Value Add 

= Rs. 200 
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36 GST to the government. Since GST is a value added tax, so every entity in the value chain shall 

pay to the government tax only on their value addition. Practically B shows the invoice of Rs. 354 

to the government and pays a tax of Rs. 54 to the government but when it produces the tax receipt 

obtained from A to the government worth Rs. 18 then government credits/refunds Rs. 18 to B. This 

is called Input Tax Credit Mechanism as the taxes paid by B on the purchase of inputs from A i.e. 

Rs. 18 is credited by the government back to B. 

 

Since there is only one tax i.e. GST and credits of input taxes paid at each stage is available in the 

subsequent stage of value addition across India (whereas in case of VAT input credit was 

available only within the State), hence it will prevent the dreaded cascading effect of taxes. This is 

the basic feature and advantage of GST. 

 

Important aspects regarding implementation of GST: 

 

 If A belong to one State (say UP) and B and the consumer belong to another State (say Bihar) 

then all the State GST i.e. Rs. 9 and Rs. 18 (=Rs. 27) will be passed on to the State where the 

product is being consumed by the consumer i.e. Bihar and the State where A belongs i.e. UP 

will not get any SGST. This is why GST is also called consumption based and destination 

based tax as all the SGST is passed on to the consuming State i.e. Bihar. 

 

 If A and B belong to different states then rather than GST, IGST will be levied by the Centre on 

the transaction between A and B which is again equal to the sum of CGST and SGST and 

ultimately distributed to the Centre and the consuming State equally. 

 

 If B, rather than selling the product to the consumer in India, exports the products then IGST 

will be imposed as IGST is levied on inter-State supplies. The GST paid in the entire value 

chain and the IGST paid at the border is refunded/credited back to the suppliers. So effectively 

there is no tax on exports and hence we say that exports are "zero rated" supplies. Supplies to 

SEZs are also zero rated. 

 

 If a trader is importing a product into India then he will have to pay IGST (and Customs Duty) 

on the imported product as imports are also considered to be Inter-State supplies. 

 

114. (a) 

 

115. (d) 

The National Anti-Profiteering Authority shall be a five member committee consisting of a Chairman 

and four Technical Members. The Authority shall cease to exist after the expiry of two years from 

the date on which the Chairman enters upon his office unless the Council recommends otherwise. 

 

The Authority would have the following duties:  

(i) to determine whether any reduction in the rate of tax on any supply of goods or services or the 

benefit of input tax credit has been passed on to the recipient by way of commensurate 

reduction in prices;  
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(ii) to identify the registered person who has not passed on the benefit of reduction in the rate of 

tax on supply of goods or services or the benefit of input tax credit to the recipient by way of 

commensurate reduction in prices; 

 

(iii) to order,  

 reduction in prices;  

 return to the recipient, an amount equivalent to the amount not passed on by way of 

commensurate reduction in prices along with interest at the rate of eighteen per cent from 

the date of collection of the higher amount till the date of the return of such amount or 

recovery of the amount not returned, as the case may be, in case the eligible person does 

not claim return of the amount or is not identifiable, and depositing the same in the 

Consumer Welfare Fund;  

 imposition of penalty; and  

 cancellation of registration 

 

116. (d) 

[Ref: 12th new NCERT Macro, Page 72, Other Perspectives on Deficits and Debt] 

[Ref: Economic Survey 2014-15 Vol-I, Page 89, Introduction] 

 

117. (c) 

[Ref: Economic Survey 2014-15 Vol-I, Page 89, Introduction] 

[Ref: Economic Survey 2015-16 Vol-II, Page 125, 6.6] 

 

118. (d) 

When the import duty on raw materials is quite higher than the import duty on finished goods then it 

makes the domestic manufacturers less competitive because then traders start importing 

manufactured goods in the country rather than manufacturing the goods domestically. 

India levies the highest duties on import of raw rubber and one of the lowest duties on import of 

finished rubber goods. This has created inverted duty structure. 

 

119. (c) 

 

120. (c) 

When a factory is running at peak production, then its production cannot be increased even by 

adding more labourers. Marginal productivity of labour means how much extra production will 

increase by adding one more labour. So, marginal productivity of labour will be zero. 

 

121. (c) 

Consider an example: 

If a country is exporting only apples and importing only oranges, then the terms of trade (TOT) are 

simply the ratio of price of apples to the price of oranges.  

Suppose the price of apple is Rs. 120/kg and Oranges is Rs. 40/kg 

So, TOT = 120/40 = 3 
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Which means if India is exporting apples and importing oranges then for one kg of apples export 

we can import 3kg of oranges. In other words, how many oranges can we import for a unit of export 

of apples. 

So, TOT is a measure of how much imports an economy can get for a unit of exported goods. 

Since economies typically export and import many goods, measuring the TOT requires 

defining price indices for exported and imported goods and comparing the two. 

A rise in the prices of exported goods in international markets would increase the TOT, while a rise 

in the prices of imported goods would decrease it. 

So, statements (i), (iii) & (iv) are true. 

 

122. (c) 

123. (b) 

124. (b) 

Structural unemployment occurs for a number of reasons - workers lacking the requisite job skills, 

change in government policy or change in technology, or they may live far from regions where jobs 

are available but are unable to move there or simply unwilling to work because existing wage levels 

are too low. So while jobs are available, there is a serious mismatch between what companies 

need and what workers can offer. 

 

Structural unemployment exists when there are jobs available and people willing to do work, but 

there are not sufficient number of people qualified to fill the vacant jobs. 

 

 

125. (c) 

Frictional unemployment arises due to people moving between jobs, career or location or people 

entering and exiting the labour force or workers and employers having inconsistence or incomplete 

information. Actually people first leave job and then they try to find a new job according to their 

choice and this process takes some time to apply for new jobs and for employers to make a 

selection and hence they remain unemployed for this transition period. That is why frictional 

unemployment is also called as transitional unemployment and it is always present in the economy. 

 

126. (b) 

Disguised unemployment arises because more labourers work in the factory/land than are 

required. And hence productivity i.e. production per unit of labour will be quite less. 

So, (ii) statement is correct. 

In such case if we add more capital then production will increase but if we add more labour then 

production will not increase. 

 

So, marginal productivity of capital = change in production   will be positive 

                                                              change in capital 

 

but marginal productivity of labour = change in production will be zero 

                                                             change in labour 

 

127. (d) 
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When the economy slows down or in recession (due to reduced demand) then production in the 

economy decreases and employers lay off workers which causes cyclical unemployment. 

 

It is a case of reduced demand, so it generally leads to deflation. 

So, (ii) statement is true. 

 

It can be tackled by increasing the demand in the economy. RBI can increase the demand through 

expansionary monetary polciy i.e. reduction in repo rate. And government can also increase the 

demand in the economy by expansionary fiscal policy i.e. increase in government expenditure or 

reduction in taxes. Through both these policies, more money reaches to the people and demand in 

the economy increases. 

So, (iii) & (iv) statements are true. 

 

128. (d) 

Underemployment is a situation in which a worker is employed , but not in the desired capacity, 

whether in terms of compensation, skill level, experience, education or their availability. While not 

technically unemployed, the underemployed are often competing for available jobs. 

Underemployment is a social problem that affects job growth, poverty level, economic growth and 

emotional health of underemployed workers. 

 

129. (c) 

[Ref:   http://censusindia.gov.in/2011-common/aboutus.html] 

 

130. (a) 

The Reserve Bank has been conducting Consumer Confidence Survey (CCS) on a quarterly basis 

since June 2010. The survey captures qualitative responses on questions pertaining to economic 

conditions, household circumstances, income, spending, prices and employment prospects. The 

survey results are based on the views of the respondents and are not necessarily shared by the 

Reserve Bank of India. 

[Ref:  https://rbi.org.in/scripts/BS_ViewBulletin.aspx?Id=15122] 

 

131. (d) 

[Ref: Economic Survey 2015-16 Vol-II, Page 122, 128] 

 

132. (d) 

Through this scheme, the households will be able to deposit their gold/ jewellery with the banks 

which will ultimately melt this gold/jewellery and convert into gold bars and could sell this gold bars 

to jewellers. The depositors of gold will earn fix interest rate (denominated in terms of gold) and 

they will get their gold back after the maturity period or cash whatever they want. Through this 

scheme government wants to mobilize the gold jewellery lying with the households for productive 

purpose. This will also help in reducing the gold imports and Current Account Deficit (CAD). 

[Ref:  https://rbi.org.in/scripts/NotificationUser.aspx?Mode=0&Id=10084] 

 

 

 

133. (b) 
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MUDRA would be responsible for refinancing all Last Mile Financiers such as Non-Banking 

Finance Companies, Societies, Trusts, Companies, Co-operative Societies, Small Banks, 

Scheduled Commercial Banks and Regional Rural Banks which are in the business of lending to 

micro/small business entities engaged in manufacturing, trading and services activities. 

Refinancing means MUDRA loans will be available through Banks/NBFCs/MFIs and not directly 

from MUDRA Bank. 

MUDRA would also partner with State/Regional level financial intermediaries to provide finance to 

Last Mile Financier of small/micro business enterprises. 

 

MUDRA loans are available in three categories. For small business, loans upto  50000/- is 

available under the ‘Shishu’ category, beyond  50,000 and up to  5 lakh under the ‘Kishor’ category 

and between 5 lakhs to 10 lakhs under the 'Tarun' category. These products have been designed 

to cater to customers operating at the lower end of the enterprise spectrum i.e. 

informal/unorganized sector. 

[Ref:  http://www.mudra.org.in/FAQ] 

 

134. (c) 

Nutrient Based Subsidy" is applicable for Phosphatic and Potassic (P&K) fertilizers only and not for 

Urea which is a Nitrogenous fertilizer. Govt. fixes the subsidy annually based on the per kg of 

nutrient present in the fertilizer. As the subsidy given by the Govt. is fix, so the market price of the 

fertilizers vary with the change in international prices. So market prices are not regulated by the 

government rather it is decontrolled. 

[Ref:  http://pib.nic.in/newsite/PrintRelease.aspx?relid=138322] 

 

135. (d) 

Crowd funding or marketplace financing refers to a method of funding a project or new venture 

through small amounts of money raised from a large number of people, typically through a portal 

(internet/social media) acting as an intermediary. Crowd funding makes use of the easy 

accessibility of vast networks of people through social media and crowd funding websites to bring 

investors and entrepreneurs together. Crowd funding has the potential to increase 

entrepreneurship by expanding the pool of investors from whom funds can be raised beyond the 

traditional circle of owners. 

 

136. (b) 

The International Fund for Agricultural Development (IFAD), a specialized agency of the United 

Nations, was established as an international financial institution in 1977 as one of the major 

outcomes of the 1974 World Food Conference. The conference was organized in response to the 

food crises of the early 1970s that primarily affected the Sahelian countries of Africa. It resolved 

that "an International Fund for Agricultural Development should be established immediately to 

finance agricultural development projects primarily for food production in the developing countries." 

Through low interest loans and grants, IFAD works with governments to develop and finance 

programmes and projects that enable rural poor people to overcome poverty. 

 

 

 

137. (d) 
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Under WTO agreements, countries cannot normally discriminate between their trading partners. In 

general MFN means that every time a country lowers a trade barrier (import duties) or opens up a 

market or gives some country a special favour, it has to do so for the same goods or services from 

all its trading partners - whether rich or poor, weak or strong. According to the WTO, though the 

term MFN “suggests special treatment, it actually means non-discrimination.” However, exemptions 

allowed to this rule include free trade pacts and special benefits to poor nations. 

India accorded the MFN status to Pakistan in 1996 as per India’s commitments as a member of the 

WTO but Pakistan never gave India MFN status. After the Pathankot attack, India also cancelled 

the MFN status granted to Pakistan under the provisions of ‘security exception’ clause in  GATT 

under WTO. 

Article 21(b)(iii) of GATT states that “Nothing in this Agreement shall be construed to prevent any 

contracting party (including India in this case) from taking any action which it considers necessary 

for the protection of its essential security interests taken in time of war or other emergency in 

international relations.” 

US in march 2018 also increased duties against China, India and few other countries using the 

“national Security” clause. 

 

138. (c) 

The Public Finance Management System (PFMS) comes under the office of Controller General of 

Accounts, Ministry of Finance. It  an end-to-end online solution for processing payments, tracking, 

monitoring, accounting, reconciliation and reporting. The Centre has integrated the treasuries of 

almost all states into the PFMS to track fund utilization up to the last mile as well as transfer funds 

“just-in-time” for central schemes. Integration of State treasuries has virtually wiped out indefinite 

parking of central funds at the state level. 

 

139.  (d) 

With a view to improve the Governance of Public Sector Banks (PSBs), the GoI appointed an 

autonomous Banks Board Bureau (BBB) which started functioning from 1st April, 2016. The Board 

has three ex-officio members and three expert members in addition to a Chairman. The following 

are the functions of the BBB 

 It will be responsible for the selection and appointment of Board of Directors in PSBs and 

Financial Institutions (FIs) 

 It will advise the Government on matters relating to appointments, confirmation or extension of 

tenure and termination of services of the Board of Directors   

 It will help banks to develop a robust leadership succession plan for critical positions  

 It will build a data bank containing data relating to the performance of PSBs/FIs and its officers  

 It will advise the Government on the formulation and enforcement of a code of conduct and 

ethics for managerial personal in PSBs/FIs 

 It will advise the Government on evolving suitable training and development programmes for 

management personnel in PSBs/FIs  

 It will help banks in terms of developing business strategies and capital raising plan etc. 

 

140. (d) 
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A Sovereign Wealth Fund (SWF) is a State (Government) owned investment fund or entity that is 

commonly established from export surpluses, fiscal surpluses, proceeds from privatization etc. 

Countries generally create SWFs to diversify their revenue streams to protect and stabilize the 

budget and economy from excess volatility. For ex., UAE relies on oil exports for its wealth. Hence, 

it devotes a portion of its reserves to an SWF that invests in diversified assets that can act as a 

shield against oil-related risks. SWFs typically invest in multiple asset classes including publicly 

listed shares, fixed income, private equity, private debt, real estate, infrastructure, natural 

resources and hedge funds. 

 

141. (d) 

Market Stabilization Scheme (MSS) is an instrument for monetary management and was 

introduced in 2004. Surplus liquidity of a more enduring nature arising from large capital inflows is 

absorbed through sale of short-dated government securities and treasury bills. The cash so 

mobilized is held in a separate government account with the Reserve Bank of India and is part of 

Capital Receipts of Govt. of India. (It is also referred as sterilization) 

When the RBI buys dollars, it releases rupee liquidity in the system, which is then mopped up by 

sale of MSS bonds/securities. 

 

142. (c) 

Directorate of Enforcement is a specialized financial investigation agency under the Department of 

Revenue, Ministry of Finance, Government of India, which enforces the following laws: -  

 Foreign Exchange Management Act,1999 (FEMA) - A Civil Law, with officers empowered to 

conduct investigations into suspected contraventions of the Foreign Exchange Laws and 

Regulations, adjudicate, contraventions, and impose penalties on those adjudged to have 

contravened the law.  

 Prevention of Money Laundering Act, 2002 (PMLA) - A Criminal Law, with the officers 

empowered to conduct investigations to trace assets derived out of the proceeds of crime, to 

provisionally attach/ confiscate the same, and to arrest and prosecute the offenders found to be 

involved in Money Laundering. 

 

143. (c) 

Accommodative Monetary Policy: When a central bank attempts to expand the overall money 

supply to boost the economy when growth is slowing. This is done to encourage more spending 

from consumers and businesses by making money less expensive to borrow by lowering the 

interest rate. 

 

A neutral monetary policy is also called "natural" or "equilibrium" rate where the policy (repo) rate is 

such that neither it stimulates nor restrains economic growth. 

 

When RBI is changing its stance from "accommodative" to "neutral" that means RBI is expecting 

that in future it may be required to change the policy rate in any direction. When RBI is having an 

accommodative monetary policy stance that means in future it expects to lower the policy rate. But 

if it thinks that the inflation or demand in the economy is edging up then it may change its stance 

from accommodative to neutral so that it has the leeway to change the policy rate in even in the 

upward direction.  
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When consumer confidence in the economy is up it shows that in future the consumers will be 

willing to purchase more goods and services which may lead to an increase in inflation. But if the 

consumer confidence is down then it implies that consumers will be spending less in future. 

 

144. (c) 

Government’s fiscal policy has big role in stabilizing the economy during business cycles. The two 

important phases of business cycles are boom and recession. A recession should not be allowed 

to grow into a deep recession. Similarly, a boom should not explode bigger. We may say that 

amplifying the business cycle is dangerous (growing boom and deepening recession). Practically 

fiscal policy responses using taxation and expenditure can go in two ways in response to the 

business cycle: Countercyclical and pro-cyclical. 

 

A counter-cyclical fiscal policy refers to strategy by the government to counter boom or recession 

through fiscal measures. It works against the ongoing boom or recession trend; thus, trying to 

stabilize the economy. Understandably, countercyclical fiscal policy works in two different direction 

during these two phases. During the boom phase, countercyclical fiscal policy tries to reduce the 

aggregate demand by reducing government expenditure and increasing tax levels. During the 

recession phase, countercyclical fiscal policy raises aggregate demand by increasing expenditure 

and reducing the tax levels. So a counter cyclical fiscal policy tends to cool down the economy 

when there is a boom and stimulate the economy when there is a slowdown. 

 

Pro-cyclical is the opposite of countercyclical. Here, fiscal policy goes in line with the current 

mood of the business cycle i.e. amplifying them. For example, during the time of boom, 

government makes high expenditure and doesn’t hike taxes. Thus, boom grows further. Such a 

policy is dangerous and brings instability in the economy. And during recession, government 

reduces the spending and increases the tax leading to further slowdown in the economy. This kind 

of fiscal policy is dangerous and brings instability in the economy. 

 

 

145. (d) 

The concept of a mutual fund is that various investors/individuals put their money in a fund and this 

fund is used to purchase shares/bonds of various companies thus diversifying the risk of the 

investors. If the share price or bond price of the companies increase then the value of the fund also 

increases and investors gain. If some individual wants to put money into the mutual fund then it can 

be done only once after the market has closed for that given day.  

 

Exchange Traded Funds (ETFs) are almost similar to that of mutual funds but they differ in the 

sense that ETFs are traded on the stock exchange throughout the day. So if any investor wants to 

purchase an ETF, they can always purchase it from the stock exchange/market throughout the day 

like the shares of any company. 

 

The Central government has announced in the budget that they will be creating an ETF of various 

central public sector companies so that to attract investors to purchase ETFs, and through which 

the disinvestment can be done. 

 

146. (b) 
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Bharat 22 is an Exchange Traded Fund (ETF) comprising scrips/ shares of 22 Public sector 

companies. The ETF is well diversified with investments across six core sectors — basic materials, 

energy, finance, FMCG, industrial and utilities. 

 

147. (a) 

When the US Federal Bank increases the interest rate, then the foreign investors sell their 

investments in India and move to US. In the process they convert the Rupee into dollars from RBI 

and the demand for dollar increases and rupee depreciates. 

Money supply in the Indian economy will decrease in this case because foreign investors  will pay 

RBI in Rupees and get dollars in return and move to US. 

 

148. (a) 

"Infrastructure and Energy Division" under the "Department of Economic Affairs", Ministry of 

Finance grants "Infrastructure Status" to the various sectors. 

 

149. (d) 

Islamic banking is a banking system that is based on the principles of Islamic law, also referred to 

as Shariah law, and guided by Islamic economics. Two basic principles behind Islamic banking are 

the sharing of profit and loss and the prohibition of the collection and payment of interest by 

lenders and investors. 

 

In order to earn money without charging interest, Islamic banks use equity-participation systems. 

This means that if a bank loans money to a business, the business pays back the loan without 

interest, but it gives the bank a share in its profits. If the business defaults on the loan or does not 

earn any profits, the bank does not receive any profit either. 

 

The depositors put their savings in Islamic bank and allow the bank to use this money, with the 

assurance that they would get the full amount back. The bank is not liable to pay interest to the 

savers. However, some banks do give a certain sum back to the account holder as profit accrued 

from their operations. 

 

While an Islamic bank is a bank totally based on and run with Islamic principles in mind, an "Islamic 

window" in a bank refers to conventional banks offering Islamic banking services (in addition to 

conventional banking services) through dedicated windows.  

 

The RBI has proposed the opening of "Islamic window" in conventional banks for gradual 

introduction of Sharia compliant banking in the country to ensure financial inclusion of those 

sections of society that remain excluded due to religious reasons. 

 

 

150. (a) 

When China joined the WTO on 11 December, 2001 it was written into the terms of the deal that 

member states could treat it as a non-market economy, allowing them to impose heavy anti-

dumping duties on the basis that its low prices did not reflect market reality. China was declared a 

"non-market economy" at that time as most of the goods prices in China were regulated by the 

government and not by the market forces of demand and supply. And in such a case it becomes 
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easy for its trading partners to impose anti dumping duty against Chinese imports without much of 

justification and detailed proof. 

 

China was told that it would change by the end of 2016 when it would be upgraded to market 

economy status. But the clause expired on 11th Dec 2016 and Beijing's hopes of being upgraded 

to market economy status have been overshadowed as a number of major Chinese trade partners 

like US, European Union and Japan are not honoring their WTO promises to Beijing. 

 

International trade experts say China will have to start a lengthy legal battle at the WTO against its 

trade partners in order to get recognition of its new status. 

 

151. (d) 

Micro Small and Medium Enterprises (MSMEs) sector is crucial for the economic progress of India 

and it must match global quality control standards. The Zero Defect, Zero Effect (ZED) scheme 

was launched in October 2016 to ensure that all the MSMEs are delivering top quality product and 

using clean technology. This means the public will now onwards be able to use clean technology 

products and they will also set parameters that are specific to each industry. The main purpose of 

the scheme is to match the global quality control standards. 

 

The ZED scheme is the cornerstone of the Make in India project which aims to turn India into a 

manufacturing hub and generate jobs and increase incomes and boost the overall economy of the 

country. 

 

152. (a) 

The tax liability of a person can be reduced through Tax Planning, Tax avoidance and Tax 

Evasion. Although, in common parlance these terms are used interchangeably, these terms are 

technically different from each other and should not be used interchangeably. Although, the 

objective of all the three is to reduce the taxes, the method adopted by them is different. 

 

Tax Planning is the art of reducing the tax liability of a person by making use of the various 

provisions of law. The government in many cases provides various deductions and exemptions 

which can be used by a person to reduce his tax liability. Tax planning is 100% legal and all tax 

payers are advised to make use of the same to reduce their tax burden. 

 

Tax Avoidance basically means use of the loopholes in the tax law to one's own advantage to 

reduce the tax burden. Although tax avoidance is 100% legal, it is not advisable as the taxpayer 

has defeated the intention of the law maker and used this to his own advantage. 

 

Although both tax planning and tax avoidance are legal ways to reduce tax, there is only a thin line 

of difference between tax planning and tax avoidance. In tax planning, a taxpayer is doing what the 

government wants him to do whereas in tax avoidance, a taxpayer is doing something which the 

government did not expect the taxpayer to do. 

 

Tax evasion involves breaking the law, not paying one's taxes where the law clearly states that 

they must be paid. Tax evasion is the method by which a person illegally reduces his tax burden by 

either deflating their income or inflating their expenses. 
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General Anti Avoidance Rules (GAAR) refer to the rules that target any transaction or business 

arrangement that is entered into with the objective of avoiding tax.  

 

Tax avoidance is legal; but now, large scale revenue loss is occurring due to aggressive tax 

planning by corporate using avoidance opportunities. Governments in many countries are 

introducing anti-avoidance rules to check this revenue loss from excessive avoidance. GAAR has 

come into effect from 1st April 2017. 

After the implementation of GAAR, the Income-tax department will have powers to deny tax benefit 

if a transaction was carried out exclusively for the purpose of avoiding tax. For example, if an entity 

is set up in Mauritius with the sole intention of claiming exemption from capital gains tax, the tax 

authorities will have the right to deny the claim for exemption provided under the India-Mauritius tax 

treaty. 

 

153. (d) 

The concept of Common Services Centre (CSCs) was approved in 2006 as part of the National e -

Governance Plan. CSCs are set up in a public-private partnership mode, with a designated state 

agency being a franchisor of sorts for village level entrepreneurs (VLEs) to set up centres. VLEs 

must meet a set of minimum requirements. They must have passed a matriculation-level 

examination by a recognized board, be fluent in reading and writing the local language, and make 

arrangements for infrastructure. Presently there are close to 2,00,000 CSCs across India. 

 

CSCs help people apply online for a range of services — passport registration, PAN cards and 

Aadhaar cards, banking correspondents, and a whole host of other certificates, and without them 

people will have to visit a government office. CSC operators scan documents and upload them 

through a portal to the relevant government office that will then send back a completed certificate 

or card. They are like cybercafes, except they connect only to Digital India. 

 

CSCs are a cornerstone of the Digital India programme. They are the access points for delivery of 

various electronic services to villages in India, thereby contributing to a digitally and financially 

inclusive society. CSCs are more than service delivery points in rural India. They are positioned as 

change agents, promoting rural entrepreneurship and building rural capacities and livelihoods. 

They are enablers of community participation and collective action for engendering social change 

through a bottom-up approach with key focus on the rural citizen. 

CSCs enable the three vision areas of the Digital India programme: 

 Digital Infrastructure as a core utility to every citizen 

 Governance and services on demand 

 Digital empowerment of citizens 

 

Over the past three or four years, a huge number of these centres have added services like 

banking and insurance to their offerings. In a sense, they are an organic response to the growth in 

demand for digitized government services that a static State machinery cannot keep up with and 

the free market has seemingly ignored. 
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154. (a) 

The Banking Ombudsman Scheme enables an expeditious and inexpensive forum to bank 

customers for resolution of complaints relating to certain services rendered by banks. The Banking 

Ombudsman Scheme is introduced under Section 35 A of the Banking Regulation Act, 1949 by 

RBI with effect from 1995. The Banking Ombudsman is a senior official appointed by the Reserve 

Bank of India to redress customer complaints against deficiency in certain banking services like 

non-payment or  inordinate delay in the payment or collection of cheques, drafts, bills etc. 

 

155.  (d) 

The Krishi Vigyan Kendras (KVKs) scheme is 100% financed by Govt. of India and the KVKs are 

sanctioned to Agricultural Universities, Indian Council of Agricultural Research (ICAR) institutes, 

related Government Departments and Non Government Organizations (NGOs) working in 

Agriculture. 

KVK, is an integral part of the National Agricultural Research System (NARS), and aims at 

assessment of location specific technology modules in agriculture and allied enterprises, through 

technology assessment, refinement and demonstrations. KVKs have been functioning as 

Knowledge and Resource Centre of agricultural technology supporting initiatives of public, private 

and voluntary sector for improving the agricultural economy of the district and are linking the NARS 

with extension system and farmers. The mandate of KVK is Technology Assessment and 

Demonstration for its Application and Capacity Development. 

KVKs also produce quality technological products (seed, planting material, bio-agents, livestock) 

and make it available to farmers, organize frontline extension activities, identify and document 

selected farm innovations and converge with ongoing schemes and programs within the mandate 

of KVK. 

 

156.  (c) 

The investment by Central Public Sector Undertakings (CPSUs) is financed through the following 

two modes:  

 Budgetary support provided by the Central Government 

 IEBR raised by CPSUs on their own.  

 

Internal and Extra Budgetary Resources (IEBR) comprises of internal resources, and extra-

budgetary resources. Broadly, the internal resources comprise of retained profits – net of dividend 

to Government and carry forward of reserves and surpluses. And extra-budgetary resources are 

the sum of domestic and foreign loans raised directly by the CPSUs. 

 

157. (d) 

The Reserve Bank of India Act permits the Reserve Bank to invest the reserves in the 

following types of instruments: 

 Deposits with Bank for International Settlements  

 Deposits with other central banks 

 Deposits with foreign commercial banks 

 Debt instruments representing sovereign or sovereign-guaranteed liability  

 Other instruments/institutions as approved by the Central Board of the Reserve Bank 

 

 

https://upscpdf.comhttps://t.me/upsc_pdf https://t.me/upsc_pdf

Download from:- https://upscpdf.com



 

88 | P a g e  
  

158. (b) 

UDAN (Ude Desh ka Aam Naagrik) is an initiative by the government to connect the country’s 

under-served and unserved airports. Under the Centre’s Regional Connectivity Scheme (RCS), the 

operators will be extended viability gap funding (VGF) which will be operational for three years from 

the date of starting operations in a specific UDAN route. The selection of the operators will be 

based on the bidder asking for the minimum VGF. Five airlines operators have won bids to operate 

on 128 routes which will be connecting 70 airports, out of which 31 are unserved and 12 under-

served. There will be one operator operating the flights per route. 

 

As per the scheme, the Centre will subsidize the losses incurred by airlines operating on RCS 

routes so that the airlines charge a maximum of Rs. 2500 for an hour's flight (around 500 km). 80% 

of the subsidy will be collected by charging a levy of up to Rs. 8500 on each departing flight of 

normal domestic airlines and the rest 20% will come from the respective State governments. 

 

159. (b) 

Foreign Currency Non Resident (FCNR) Account can be opened only by NRI's/PIO's. This account 

can be maintained in any freely convertible foreign currency but only in the form of term deposits. 

The interest and principal are non taxable and freely repatriable. 

 

160. (c) 

National Housing Bank (NHB) was set up in 1988 under the National Housing Bank Act, 1987. It 

operates as a principal agency to promote housing finance institutions both at local and regional 

levels and to provide financial and other support to such institutions. It regulates the activities of 

housing finance companies based on regulatory and supervisory authority derived under the NHB 

Act 1987. It does not extend direct credit at individual level but extends indirect financial assistance 

by way of refinance (i.e. NHB finances those institutions which provide finance to individual 

borrowers, builders etc.) 

 

161. (a) 

The scope of the Index of Industrial Production (IIP) as recommended by the United Nations 

Statistical Office (UNSO) includes mining, manufacturing, construction, electricity, gas and water 

supply. But due to constraints of data availability, the IIP compiled in India has excluded 

construction, gas and water supply sectors. (And Forestry is not part of industrial activity) 

 

Base Year 2011-12 Index of Industrial Production (IIP) 

 Mining Manufacturing Electricity 

Weights 14.373 77.633 7.994 

 

162. (d) 

Employment Data (2016-17) 

Total labour force = 50 crore 

Formal                  = 5   crore  

Informal                = 45 crore (90% informal labour force) 

 

Those firms which have ten or more workers using electricity and those with twenty or more 

workers, even if not using electricity belong to the formal sector else it is in the informal sector. In 
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general, those firms/companies which do not have any kind of registration with the government 

belong to the informal sector. 

 

163. (d) 

The Kisan Credit Card (KCC) scheme is an innovative credit delivery mechanism to meet the 

production credit requirements of the farmers in a timely and hassle-free manner. The scheme is 

under implementation in the entire country by the vast institutional credit framework involving 

Commercial Banks, RRBs and Cooperatives and has received wide acceptability amongst bankers 

and farmers. 

 

Kisan Credit Card Scheme aims at providing adequate and timely credit support from the banking 

system under a single window to the farmers for their following needs: 

 

 To meet the short term credit requirements for cultivation of crops  

 Post harvest expenses  

 Produce Marketing loan  

 Consumption requirements of farmer household  

 Working capital for maintenance of farm assets and activities allied to agriculture, like dairy 

animals, inland fishery etc.  

 Investment credit requirement for agriculture and allied activities like pump sets, sprayers, 

dairy animals etc. 

 

The following people are eligible for this scheme 

 All Farmers – Individuals / Joint borrowers who are owner cultivators  

 Tenant Farmers, Oral Lessees & Share Croppers  

 Self Help Groups or Joint Liability Groups of Farmers 

 

[Ref: https://rbidocs.rbi.org.in/rdocs/content/pdfs/CRB5100512AN.pdf] 

 

164. (a) 

SIDBI Make in India Soft Loan Fund for Micro, Small & Medium Enterprises (SMILE) scheme: 

The objective of the Scheme is to provide soft loan (mainly long term loan) on relatively soft terms 

to MSMEs to meet the required debt-equity ratio for establishment of an MSME as also for 

pursuing opportunities for growth for existing MSMEs. The focus is on all the identified 25 Make in 

India sectors or other sectors as may be added, in the Make In India Programme. 

Emphasis will be on covering new enterprises in the manufacturing as well as services sector. 

Existing enterprises will also be covered which are undertaking expansion, to take advantage of 

new emerging opportunities, as also undertaking modernization, technology upgradation or other 

projects for growing their business. 

165. (c) 

Government of India in 2016 launched Hydrocarbon Exploration and Licensing Policy (HELP) for 

the exploration and production (E&P) of oil and gas which will replace the New Exploration 

Licensing Policy (NELP). The following are some of the important features of the policy: 
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 A uniform/single license to enable the E&P operators to explore and extract conventional and 

unconventional oil and gas resources including Coal Bed Methane, Shale Gas/Oil, Tight gas, 

Gas hydrates and any other resource which falls within the definition of "Petroleum" and 

"Natural Gas" 

 Open Acreage Licensing Policy (OALP): Earlier E&P operators were forced to bid for only 

those blocks which were chosen by the government. Now they can apply for particular 

areas/blocks they deem to be attractive to invest in, and the Centre will put those areas up for 

bids. This is more attractive for prospective operators because in the past, the blocks chosen 

by the government often were large swathes of land or sea in which only a small fraction had 

hydrocarbon reserves. By offering companies the freedom to choose exactly the areas they 

want to explore, and their size, the government has a better chance to woo serious energy 

investors in an effort to help achieve a more cohesive framework of the country’s energy 

security. 

 The E&P operators will have to bid for the blocks based on revenue sharing model rather than 

profit sharing. Bidders will be required to quote % of revenue share to the Govt. in their bids 

which will be a key parameter for selecting the winning bid. In this model the operator will have 

to share the revenue with the government from the first year of production notwithstanding the 

operator is making a profit or loss. This model does not require auditing of costs incurred by the 

operator but is more risky for investors as it requires sharing of the revenues with the 

government from the first year itself before the operators have recovered their costs and even if 

they are making losses. 

 

 National Data Repository, which is envisaged as a centralized database of geological and 

hydrocarbon information, in line with the Digital India initiative, will be available to all. Besides 

allowing potential investors to make informed decisions, this will open up a new sector in India. 

There are a number of companies around the world that make it their business to simply 

explore hydrocarbon basins and sell the information they gather. The new initiative seeks to 

incentivise such prospectors. 

 

166. (b) 

SEBI has introduced the 'Graded Surveillance Measure' to keep a tab on the securities/shares of 

those companies which witness an abnormal price rise that is not commensurate with the financial 

health and fundamentals of the company. The underlying principle behind the graded surveillance 

framework is to alert and protect investors trading in a security, which is seeing abnormal price 

movements. SEBI may put shares of companies under the measure for suspected price rigging. 

 

The main objective of these measures are to -   

 Alert and advise investors to be extra cautious while dealing in these securities and 

 Advise market participants to carry out necessary due diligence while dealing in these 

securities. 

 

It became effective from March 2017 

 

167. (b) 
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Deen Dayal Upadhyaya Gram Jyoti Yojana (DDUGJY) scheme was launched in July 2015 for 

power sector reforms in rural areas with a view to ensuring round the clock electricity supply to 

farmers and rural households. The following were the various objectives/ components of DDUGJY: 

 

 Separation of agriculture and non agriculture feeders 

 Strengthening and augmentation of sub-transmission and distribution infrastructure in rural 

areas, including metering at distribution transformers, feeders and consumers end 

 Completion of targets laid down under Rajiv Gandhi Grameen Vidyutikaran Yojana 

(RGGVY) by subsuming RGGVY under DDUGJY (The RGGVY was launched in April 2005 

with an objective of providing access to electricity to all rural households. Households 

belonging to BPL are provided connections free of cost.) 

 

Despite the government’s aggressive village electrification programme, the DDUGJY launched in 

July 2015, under which 78% of 18,000 villages have been electrified as in September 2017 (Out 

of total 597,464 census villages, 594,547 villages (99.5%) have been electrified), it was realized 

that the problem of electricity ‘access’ wasn’t resolved. A village is declared to be electrified if 10% 

of the households are given electricity along with public places such as schools, panchayat office, 

health centres, dispensaries and community centres. With a large number of households still 

remaining without access to electricity, the Government of India launched the SAUBHAGYA 

scheme in September 2017 which aims at ensuring the coverage of households as opposed to 

villages (under DDUGJY). The SAUBHAGYA scheme, with an outlay of Rs. 16,320 crore, funds 

the cost of last-mile connectivity to willing households to help achieve the goal of lighting every 

household in rural and urban areas (about 4 crore households) by 31 December 2018. 

 

Under the SAUBHAGYA scheme, BPL households will be provided free electricity connections and 

the rest of the households not covered under BPL can avail it by paying Rs 500 in 10 installments 

of Rs50 each along with their monthly bill. The beneficiaries for free electricity connections will be 

identified using Socio Economic and Caste Census (SECC) 2011 data. For those household where 

the national electricity grid can’t reach, households will be provided with solar power packs along 

with battery banks. State-run Rural Electrification Corporation is the nodal agency for the scheme. 

There will be no government subsidy for the monthly electricity consumption. 

 

The Centre will use a mobile app for easy and accelerated implementation — identification of 

beneficiaries and their application for electricity connection, with their photos and identity proof, will 

be registered on the spot through this app. “The gram panchayats/public institutions in the rural 

areas may be authorized to collect application forms, distribute bills and collect revenue in 

consultation with the panchayati raj institutions and urban local bodies. 

 

168. (a) 

 

169. (a) 

Roll-on roll-off (ro-ro is an acronym for roll-on roll-off) ships are vessels designed to carry wheeled 

cargo such as cars, trucks, trailers that are driven on and off the ship on their own wheels or 

using a platform vehicle. (Earlier wheeled vehicles were carried as cargo on oceangoing ships and 

were treated like any other cargo. Automobiles had their fuel tank emptied and their batteries 
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disconnected before being hoisted on to the ship which was a difficult and tedious process and 

vehicles were subject to damage and could not be used for routine/daily travel.)  

On 23rd Oct 2017, Prime Minister inaugurated the first phase of the roll-on roll-off ferry service (for 

conveying passenger and goods both) connecting Saurashtra with south Gujarat.  

 

170. (b) 

In case of Money-go-round, the government borrows from the banks by issuing them bonds (i.e. 

recapitalization bonds), and then uses the same proceeds to recapitalize (through equity) the 

banks.  

 

171. (a) 

These are bilateral agreements entered between countries to avoid double taxation of income with 

respect to social security taxes. United States has entered into Totalization Agreements with 

several countries. These agreements must be taken into account when determining whether any 

alien is subject to the U.S. Social Security/Medicare tax, or whether any U.S. citizen or resident 

alien is subject to the social security taxes of a foreign country. 

 

Any alien who wishes to claim an exemption from U.S. Social Security taxes and Medicare taxes 

because of a Totalization Agreement must secure a Certificate of Coverage from the social security 

agency of his home country and present such Certificate of Coverage to his employer in the United 

States. 

 

India has till now not signed Totalization Agreement with US. But it will pitch for a 'totalization pact' 

to protect interests of professionals of Indian origin who contribute more than $1 billion each year 

to the US social security through federal taxes without availing any benefits in return. 

 

 

 

172. (c) 

On 19th June 2017, India became the 71st country of the world to have joined the United Nations 

TIR (Transports Internationaux Routiers or International Road Transport) convention. The 

ratification of the international treaty is expected to boost India’s status as a trade transit hub in 

Asia and also help counter the impact of China’s OBOR. The following are its various benefits:  

 

 The convention facilitates seamless movement of goods within and amongst the parties to the 

Convention. 

 It will help Indian traders to have access to fast, easy, reliable and hassle free international 

system for movement of goods by road or multi-modal means across the territories of other 

contracting parties. 

 By joining the convention, the need for inspection of goods at intermediate borders as well as 

physical escorts en route shall be obviated due to reciprocal recognition of Customs controls. 

 As per the Convention, Customs clearance can take place at internal Customs locations 

thereby avoiding clearances at Border Crossing Points and ports that may often be congested. 

 Movement under the TIR can be allowed by checking only the seals and the external 

conditions of the load compartment or the container thereby reducing border delays, transport 
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and transaction costs thereby leading to increased competitiveness and growth for the trade 

and transport sectors. 

 Compliance with the Convention ensures enhanced security in the supply chain as only 

approved transporters and vehicles are allowed to operate in terms of the Convention. 

 The Convention also serves as a Customs declaration, and hence it precludes the need to file 

multiple declarations satisfying national laws of the different transiting countries. 

 

173. (c) 

There is no clear definition of what a shell company is in the Companies Act, or any other Act. But 

typically shell companies include multiple layers of companies that have been created for the 

purpose of diverting money or for money laundering or tax avoidance. Most shell companies do not 

have any active business operations and they do not manufacture any product or deal in any 

product or render any service. They are mostly used to make financial transactions. These type of 

corporations are not necessarily illegal, but they are sometimes used illegitimately such as  to 

disguise business ownership from law enforcement or the public. Generally, these companies hold 

assets only on paper and not in reality. These companies conduct almost no economic activity. 

 

174. (c) 

A bail-in is rescuing a financial institution on the brink of failure by making its creditors and 

depositors take a loss on their holdings. A bail-in is the opposite of a bail-out, which involves the 

rescue of a financial institution by external parties, typically governments using taxpayers money. 

Typically, bail-outs have been far more common than bail-ins, but in recent years after massive 

bail-outs, some government's now require the investors and depositors in the bank to take a loss 

before taxpayers. 

 

175. (c) 

The Foreign Trade Policy 2015-20 introduces two schemes, namely “Merchandise Exports from 

India Scheme (MEIS)” for export of specified goods to specified markets and “Services Exports 

from India Scheme (SEIS)” for increasing exports of notified services. Duty credit scrips are issued 

under MEIS and SEIS to promote the export of goods and services. When an exporter exports 

something, he is provided with “duty credit scrips” of some percentage (2%, or 3% or 5% 

depending on various products) of exports value and these scrips (paper money) the exporter can 

use as "money" for payment of customs duty on items that he exports. 

(In the pre-GST period, exporters were allowed to utilize the MEIS scrip for the payment of a host 

of taxes–including excise duty, service tax, value-added tax and basic customs duty. However, with 

the introduction of the GST, the government has permitted the use of such scrip for the payment of 

only the basic customs duty.) 

 

176. (c) 

RBI, under its supervisory framework, uses various measures/tools to maintain sound financial 

health of banks. Prompt Correction Action (PCA) framework is one of such supervisory tools under 

which RBI has specified certain regulatory trigger points in terms of three parameters, i.e. capital to 

risk weighted assets ratio (CRAR), net non-performing assets (NPA) and Return on Assets (RoA), 

for initiation of certain structured and discretionary actions in respect of banks hitting such trigger 

points. It involves monitoring of certain performance indicators of the banks as an early warning 

exercise and is initiated once such thresholds are breached.  
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Its objective is to facilitate the banks to take corrective measures including those prescribed by the 

Reserve Bank, in a timely manner, in order to restore their financial health. The framework also 

provides an opportunity to the Reserve Bank to pay focused attention on such banks by engaging 

with the management more closely in those areas. The PCA framework is, thus, intended to 

encourage banks to eschew certain riskier activities and focus on conserving capital so that their 

balance sheets can become stronger. 

 

The RBI has clarified that the PCA framework is not intended to constrain normal operations of the 

banks for the general public like lending and depositing. The PCA framework is applicable only to 

commercial banks and not extended to co-operative banks and non-banking financial companies 

(NBFCs). 

 

177. (d) 

Electoral bonds can be purchased for any value in multiples of ₹1,000, ₹10,000, ₹10 lakh, and ₹1 

crore from any of the specified branches of the State Bank of India. The purchaser will be allowed 

to buy electoral bonds only on due fulfilment of all the extant KYC norms and by making payment 

from a bank account. A citizen of India or a body incorporated in India will be eligible to purchase 

the electoral bond which will be an interest free instrument. 

 

The bonds will have a life of 15 days during which they can be used to make donations to 

registered political parties (which they can encash through a designatd bank account) that have 

secured not less than 1% of the votes polled in the last election to the Lok Sabha or Assembly. 

 

At present, the donor, the quantum and the source of funds is not known. Now, with electoral 

bonds, the balance sheet of the donor will reflect the purchase of these bonds. The donor will 

know, which party he is depositing money to. The political party will file return with the election 

commission as to how much money has come through electoral bonds. Now, which donor gave to 

which political party, that is the only thing which will not be known. It will ensure cleaner money 

coming from donors, cleaner money coming to political party and ensure significant transparency 

against the current system of unclean money. 

 

178. (a) 

Participatory Guarantee System (PGS-India) programme is being implemented by Ministry of 

Agriculture through the National Centre for Organic Farming. It is a self certification process for 

organic crops which involves a peer-review approach and is supported through the Paramparagat 

Krishi Vikash Yojana. Here, farmers play a role in certifying whether the farms in their vicinity 

adhered to organic cultivation practices.  

The PGS is an internationally applicable organic quality assurance system [like ISO 9000] 

implemented and controlled by the committed organic farmer-producers through active 

participation, along with the consumers, in the process based on verifiable trust. It is not an 

“inspection raj” certification system but, rather, one that is based on personal integrity and peer 

pressure. The farmer pledges that the production process is free from manufactured chemicals 

[fertilizers, insecticides, herbicides, hormones, etc.] and lives by his word of honour. The “Local 

Group” of five or more organic farmers is the fulcrum of the self-regulatory support system of PGS. 
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The quality assurance standards are harmonized by the PGS Organic Council, which permits the 

use of its PGS label on a product as a mark of quality. 

 

179. (d) 

180. (a) 

Wholesale Price Index (WPI) is released by Office of Economic Advisor, Department of Industrial 

Policy and Promotion (DIPP), Ministry of Commerce and Industry. The Base year has been 

recently revised to 2011-12 and includes 697 items. WPI inflation measures the average change in 

prices of commodities for bulk sale at the level of early stage of transactions pertaining to four 

sectors namely agriculture, mining, manufacturing and electricity. WPI does not cover services. 

WPI covers commodities falling under three Major Groups namely: 

 

 "Primary Articles"   (weight 22.62%) like agricultural commodities and minerals  

 "Fuel and Power" (weight 13.15%)  like coal and electricity and  

 "Manufactured Products"  (weight 64.23%) like textiles, leather, machine tools 

 

The prices tracked are agri-market (mandi) prices for agricultural commodities, ex-factory prices for 

manufactured products and ex-mines prices for minerals. The prices used for compilation do not 

include indirect taxes in order to remove the impact of fiscal policy. This is in consonance with best 

international practices and makes the new WPI conceptually closer to "Produce Price Index" used 

internationally.  

 

Weight given to each commodity covered in the WPI basked is based on the net traded value of 

the item in the year 2011-12. The net traded value is the value of output in the year 2011-12 

adjusted for net imports. Thus, net traded value represents the total transactions of each product in 

the economy during the base year. 

 

181. (b) 

Peer to Peer (P2P) Lending: 

P2P intermediaries are companies that provide the platform which pairs borrowers and individual 

lenders. With P2P lending, borrowers take loans from individual investors who are willing to lend 

their own money for an agreed interest rate. The profile of a borrower is usually displayed on a P2P 

online platform where investors can assess these profiles to determine whether they want to risk 

lending money to a borrower. The repayments are also made through the NBFC-P2P which 

processes and forwards the payments to the lenders who invested in the loan. P2P lending is also 

called social lending or crowd lending. 

 

In October 2017, Reserve Bank of India (RBI) issued guidelines to every Non Banking Financial 

Company (NBFC) that carries on the business of a Peer to Peer (P2P) Lending Platform. (i.e. all 

P2P lending Platforms will be regulated as Non Banking Financial Companies). 

 

RBI guidelines regarding P2P lending: 

 No NBFC-P2P shall commence or carry on the business of a Peer to Peer Lending Platform 

without obtaining a Certificate of Registration from the RBI. 

 

 

https://upscpdf.comhttps://t.me/upsc_pdf https://t.me/upsc_pdf

Download from:- https://upscpdf.com



 

96 | P a g e  
  

 Fund transfer between the participants on the Peer to Peer Lending Platform shall be through 

escrow account (a temporary pass through account held by a third party during the process of 

a transaction between two parties) mechanisms operated by the NBFC-P2P. All fund transfers 

shall be through and from bank accounts and cash transaction is strictly prohibited. No loan 

shall be disbursed unless the individual lender/s have approved the individual recipient/s of the 

loan and all concerned participants have signed the loan contract. 

 Prudential norms to be followed by NBFC-P2P: 

o The aggregate exposure of a lender to all borrowers at any point of time, across all P2Ps, 

shall be subject to a cap of ₹ 10,00,000/-. 

o The aggregate loans taken by a borrower at any point of time, across all P2Ps, shall be 

subject to a cap of ₹ 10,00,000/-. 

o The exposure of a single lender to the same borrower, across all P2Ps, shall not exceed ₹ 

50,000/-. 

o The maturity of the loans shall not exceed 36 months. 

 

 NBFC - P2P shall: 

o act as an intermediary providing an online marketplace or platform to the participants 

involved in Peer to Peer lending; 

o not raise deposits 

o not lend on its own 

o not provide any credit guarantee 

o not facilitate or permit any secured lending linked to its platform 

o undertake due diligence on the participants; 

o undertake credit assessment and risk profiling of the borrowers and disclose the same to 

their prospective lenders; 

o require prior and explicit consent of the participant to access its credit information; 

o undertake documentation of loan agreements and other related documents; 

o provide assistance in disbursement and repayments of loan amount; 

o render services for recovery of loans originated on the platform. 

 

 The NBFC - P2P shall disclose:  

o to the lender - details about the borrower/s including personal identity, required amount, 

interest rate sought and credit score as arrived by the NBFC-P2P; and details about all the 

terms and conditions of the loan, including likely return, fees and taxes; 

o to the borrower - details about the lender/s including proposed amount, interest rate offered 

but excluding personal identity and contact details 

 Fair Practices Code:  

NBFC-P2P shall be required to obtain explicit affirmation from the lender stating that he/ she 

has understood the risks associated with the proposed transaction and that there is no 

guarantee of return and that there exists a likelihood of loss of entire principal in case of default 

by a borrower. The platform shall not provide any assurance for the recovery of loans. Further, 

the platform shall display a caveat that “RBI does not provide any assurance for repayment of 

the loans lent on it”. 
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182. (c) 

RBI, in Nov 2017, notified the rules and regulation for a new class of Non Banking Financial 

Companies (NBFCs) called Account Aggregators. Earlier, persons holding financial assets, such 

as, savings bank deposits, fixed deposits, mutual funds, insurance policies, do not get a 

consolidated view of their financial asset holdings, especially when the entities fall under the 

purview of different financial sector regulators like RBI, SEBI, IRDAI etc. Account Aggregators will 

fill this gap by collecting and providing the information of customers’ financial assets (invested in 

different instruments) in a consolidated, organized and retrievable manner to the customer or any 

other person as per the instructions of the customer. The investors will be able to avail the service 

of an Account Aggregator purely at their option. 

The RBI will regulate and supervise the activity of account aggregation with a view to ensure that 

the services provided and the terms at which these are provided conform to prescribed standards. 

183. (d) 

Electronic Way Bill (E-Way Bill) is a document issued by a carrier giving details and instructions 

relating to the shipment of a consignment of goods like name of consignor, consignee, the point of 

origin of the consignment, its destination, and route. If the value of goods transported is more than 

worth Rs. 50,000/- and the distance of transportation is more than 10 Km then generation of e-way 

bill is mandatory. E-Way Bill is basically a compliance mechanism wherein by way of a digital 

interface the person causing the movement of goods uploads the relevant information prior to the 

commencement of movement of goods and generates e-way bill on the GST portal. E-way bill is a 

mechanism to ensure that goods being transported comply with the GST Law and is an effective 

tool to track movement of goods and check tax evasion. The E-Way bill under the GST regime 

replaces the Way bill (which was a physical document) which was required under the VAT regime 

for the movement of goods. 

 

184. (d) 

When government postpones its fiscal deficit target or when fiscal deficit increases then interest 

rate in the economy goes up because government borrows more. When interest rate in the 

economy goes up bond prices goes down and the return/yield on bonds goes up. 

 

185. (d) 

A ‘stimulus’ is an attempt by policymakers to kickstart a sluggish economy through a package of 

measures. In case of fiscal stimulus, the Government increases its spending and or slashes tax 

rates to put more money in the hands of consumers.  

 

A monetary stimulus will see the central bank expanding money supply or reducing the cost of 

money (interest rates), to spur consumer spending.  

 

186. (d) 

An angel investor is a person who invests in highly risky companies, typically before those 

companies have any revenue or profits. Angel investors are often among an entrepreneur's family 

and friends and invest in small start-ups and entrepreneurs. Angel investors provide more 

favourable terms compared to other lenders, since they usually invest in the entrepreneur starting 

the business rather than the viability of the business. Angel investors are focused on helping start-
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ups take their first steps, rather than the possible profit they may get from the business. Fund-

raising with angel investors is typically done more casually, using networking and crowd funding 

platforms. Essentially, angel investors are the opposite of venture capitalists. Angel investors 

typically use their own money, unlike venture capitalists who take care of pooled money from many 

other investors and place them in a strategically managed fund. 

  

Angel Investment in India is regulated by Securities and Exchange Board of India (SEBI) under 

Category I of Alternative Investment Funds (AIF). 

 

187. (b) 

Pradhan Mantri Ujjwala Yojana (PMUY) was launched in May 2016, for providing free LPG 

connections (not free cylinders) to 5 crore women belonging to the BPL families over a period of 3 

years from 2016-17. The scheme aims to safeguard the health of women & children by providing 

them with a clean cooking fuel – LPG, so that they do not have to compromise their health in 

smoky kitchens or wander in unsafe areas collecting firewood. Since inception, around 3.3 crore 

LPG connections have already been provided as on 18.01.2018 and now the target has been 

increased to 8 crore in the budget 2018-19. 

 

188. (c) 

A warehouse receipt is a document which proves ownership of a given commodity that is stored in 

a recognized location, like a warehouse or a godown. Negotiable warehouse receipts (NWRs) 

allow transfer of ownership of a commodity stored in a warehouse without having to deliver the 

physical commodity.  

 

Government of India enacted the Warehousing (Development & Regulation) Act 2007 under which 

it has constituted the Warehousing Development and Regulatory Authority (WDRA) under Ministry 

of Consumer Affairs, Food and Public Distribution for the implementation of the provisions of the 

Act. The main objectives of the Act are to make provisions for the development and regulation of 

warehouses, negotiability of warehouse receipts and related matters. Any person commencing or 

carrying on the warehousing business and intending to issue Negotiable Warehouse Receipts 

(NWRs) has to get the warehouse registered with the Warehousing Development & Regulatory 

Authority (WDRA). The WDRA checks the warehouse on various parameters and then issues a 

booklet containing the NWRs. The warehouse then issues these receipts to customers (farmers 

and people who have stored their produce in the godowns). As these receipts are recognized by 

the government, banks can easily grant loans against them. The farmer gets an officially 

recognized receipt against which he can take loan from bank for further farming activities or 

alternatively sell his produce to a third person by endorsing the receipt, without even taking 

physical possession. 

 

As per the Act, as on November 2017 WDRA has notified 123 agricultural commodities and 26 

horticulture commodities for issuing NWRs. In September 2017, Government launched the 

Electronic Negotiable Warehouse Receipts (e-NWRs). 

 

189. (d) 

SAMPADA (Scheme for Agro-Marine Processing and Development of Agro-processing clusters) is 

a Central Sector scheme with an allocation of Rs. 6000 crore for the period 2016-20. The objective 
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of the scheme is to supplement agriculture, modernize processing (of marine and agri-produce) 

and decrease agri-waste. 

  

SAMPADA is an umbrella scheme incorporating ongoing schemes of the government like Mega 

Food Parks, Integrated Cold Chain and Value Addition Infrastructure, Food Safety and Quality 

Assurance Infrastructure, etc. and also new schemes like Infrastructure for Agro-processing 

Clusters, Creation of Backward and Forward Linkages, Creation of Food Processing & 

Preservation Capacities. 

 

The SAMPADA is a comprehensive package to give a renewed thrust to the food processing 

sector in the country. It aims at development of modern infrastructure to encourage entrepreneurs 

to set up food processing units based on cluster approach, provide effective and seamless 

backward and forward integration for processed food industry by plugging gaps in supply chain and 

creation of processing and preservation capacities and modernization/ expansion of existing food 

processing units.  

 

190. (a) 

Government is planning bank recapitalization program under which it will issue bonds of Rs. 

80,000 crore in FY 2017-18. This recapitalization programme has been integrated with an 

ambitious reform agenda, under the rubric of an "Enhanced Access and Service Excellence 

(EASE)" programme and the six pillars to achieve this include customer responsiveness, 

responsible banking, credit offtake, PSBs as Udyami Mitra, deepening financial inclusion, and 

digitalisation and developing personnel.  

 

191. (d) 

The largest highway construction programme was launched under "National Highway Development 

Grogramme (NHDP)" in 1998 by the then Prime Minister Atal Bihari Vajpayee. NHDP spread 

across phase - I to phase - VII and had an aggregate length of 55,792 Kms. A large part has been 

completed and the rest will be subsumed under Bharatmala Pariyojana. 

 

Bharatmala Pariyojana is a new umbrella program for the highways sector that focuses on 

optimizing efficiency of freight and passenger movement across the country by bridging critical 

infrastructure gaps through effective interventions like: 

 development of Economic Corridors 

 Inter Corridors and Feeder Routes  

 National Corridor Efficiency Improvement  

 Border and International connectivity roads 

 Coastal and Port connectivity roads   

 Green-field expressways  

 

A total of around 24,800 kms are being considered in Phase I. In addition, Phase I also includes 

10,000 kms of balance road works under NHDP. Estimated outlay for Phase I is Rs 5,35,000 

crores spread over 5 years. The objective of the program is optimal resource allocation for a 

holistic highway development/improvement initiative. 
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The project will be implemented through National Highway Authority of India, National Highways 

and Infrastructure Development Corporation Limited (NHIDCL) , Ministry of Road, Transport and 

Highways and State PWDs. 

 

192. (a) 

"Invest India" is the National Investment Promotion and Facilitation Agency of India and acts as the 

first point of reference for investors in India. Invest India is set up as a non-profit venture under the 

Department of Industrial Policy and Promotion, Ministry of Commerce and Industries, Government 

of India. 

Invest India is transforming the country’s investment climate by simplifying the business 

environment for investors. Its experts, specializing across different countries, Indian states and 

sectors, handhold investors through their investment lifecycle from pre-investment to after-care. 

Invest India’s specialists provide multiple forms of support such as market entry strategies, deep 

dive industry analysis, partner search and location assessment, and policy advocacy with decision 

makers. 

 

193. (b) 

Goods and Services Tax Network (GSTN) is a Section 8 (under new companies Act, not for profit 

companies are governed under section 8), Government company. It was incorporated on March 

28, 2013. The Company has been set up primarily to provide IT infrastructure and services to the 

Central and State Governments, tax payers and other stakeholders for implementation of the 

Goods and Services Tax (GST). 

 

194. (b) 

India Infrastructure Finance Company Limited (IIFCL) is a wholly owned Government of India 

company set up in 2006 to provide long-term financial assistance to viable infrastructure projects. 

The sectors eligible for financial assistance from IIFCL are as per the Harmonized list of 

Infrastructure Sub-Sectors as approved by the Government. These broadly include transportation, 

energy, water, sanitation, communication, social and commercial infrastructure. 

 

IIFCL is registered as a "NBFC-ND-IFC" i.e. Non Banking Financial Company - Non Deposit - 

Infrastructure Finance Company. NBFCs have been classified into 'Deposit' and 'Non-Deposit 

(ND)' accepting. NBFCs are also classified as per what kind of activity they conduct and one of the 

category is 'Infrastructure Finance Company (IFC)' 

 

195. (b) 

A “Real estate investment trust"  is a trust registered under the Indian Trusts Act, 1882 which 

manages a fund/ corpus where the funds are invested in real estate property. REITS are mutual 

fund like institutions that enable investment into the real estate sector by pooling small sums of 

money from multitude of individual investors. REITS are regulated by Securities and Exchange 

Board of India (SEBI). 

 

Most middle-class investors presently do not invest in commercial real estate because of the big 

size of investment. This entry barrier will be removed through REITs as it will make the expensive 

real estate sector accessible to the middle-class investor (min. investment limit is Rs. 2 lac). REITS 

will also help the real estate industry which is currently plagued with problems such as weak 
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demand, cash constraints, stuck projects etc. Now, the developers will be able to sell their property 

to REITs and move on to execution of new projects.  

 

SEBI has also approved Infrastructure Investment Trusts (InvITs) along with REITs which are 

very similar to REITs but are for infrastructure sector in general. 

 

196. (a) 

As per the amendment done in the Insolvency and Bankruptcy Code (IBC) in November 2017, 

Wilful Defaulters cannot bid for the companies put up for sale during the resolution process. It also 

prohibits from bidding any borrower (or promoter) whose account has been identified as an NPA 

for over a year and has not repaid the dues. But if the borrower/promoter has made payment of all 

overdue amounts with interest and charges, then he can bid (submit a resolution plan) for the 

company. 

[Ref: Economic Survey 2017-18 Vol 2 page 52] 

 

197. (b) 

SWIFT stands for the Society for Worldwide Interbank Financial Telecommunications. It is a 

messaging network that financial institutions use to securely transmit information and instructions 

through a standardized system of codes. SWIFT code is an 8 digit or 11 digit code and is 

interchangeably also called Bank Identifier Code (BIC). 

(It was in the news in the context of Punjab National Bank fraud of Rs. 11,000 crore) 

 

198. (c) 

Nostro account refers to an account that a bank holds in a foreign currency in another bank. Nostro 

account and vostro account refer to the same thing from a different perspective. For example, Bank 

X has an account with Bank Y in Bank Y's home currency. To Bank X, that is a nostro, meaning 

"our account on your books," while to Bank Y, it is a vostro, meaning "your account on our books." 

These accounts are used to facilitate foreign exchange and international trade transactions. 

 

199. (d) 

In exercise of the powers conferred by sub section (i) of section 211 of the Companies Act, 2013, 

the Central Government established the Serious Fraud Investigation Office (SFIO) on 21st of July, 

2015. Earlier this office was established vide Government of India’s Resolution dated 2nd July, 

2003.  

SFIO is a multi-disciplinary organization under Ministry of Corporate Affairs, consisting of experts in 

the field of accountancy, forensic auditing, law, information technology, investigation, company law, 

capital market and taxation for detecting and prosecuting or recommending for prosecution white-

collar crimes/frauds.  

 

200. (d) 

Some banks, due to their size, cross-jurisdictional activities, complexity, lack of substitutability and 

interconnectedness, become systemically important. The disorderly failure of these banks has the 

potential to cause significant disruption to the essential services they provide to the banking 

system, and in turn, to the overall economic activity. Therefore, the continued functioning of 

Systemically Important Banks (SIBs) is critical for the uninterrupted availability of essential banking 

services to the real economy.  
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All the banks under D-SIB are subject to additional capital requirements. Banks whose assets 

exceed 2% of GDP are considered part of this group. 

 

SIBs are perceived as banks that are ‘Too Big To Fail (TBTF)’. This perception of TBTF creates an 

expectation of government support for these banks at the time of distress. Due to this perception, 

these banks enjoy certain advantages in the funding markets. However, the perceived expectation 

of government support amplifies risk-taking, reduces market discipline, creates competitive 

distortions, and increases the probability of distress in the future. These considerations require that 

SIBs should be subjected to additional policy measures to deal with the systemic risks and moral 

hazard issues posed by them. 

 

The concept of D-SIB emerged after the global financial crisis of 2008. As per the framework, from 

2015, every August, RBI has to disclose names of banks designated as D-SIB. Recently RBI 

included HDFC Bank under the list of DSIB, while SBI and ICICI were already in the list. 

 

201. (a) 

 

202. (a) 

 

203. (a) 

The Supreme Court of India in September 2014 had cancelled 204 coal mines/blocks allocated to 

the various Government and Private Companies since 1993 under the provisions of Coal Mines 

(Nationalisation) Act, 1973. To bring transparency and accountability and to re-award these 

cancelled blocks and new blocks, the Coal Mines (Special Provisions) Bill 2015 was passed by the 

Parliament which was notified as an Act on 30.03.2015. Enabling (power to enforce a law may be 

at a later date) provisions had been made in the Coal Mines (Special Provisions) Act, 2015 for 

allocation of coal mines by way of auction for the sale of coal by private companies (sale of coal 

by government companies was already allowed). 

 

Cabinet Committee on Economic Affairs (CCEA) on 20th Feb 2018 decided to open up the coal 

sector to commercial mining by private entities in a game changing move that puts an end to state-

backed Coal India Ltd’s (CIL) monopoly. Now there will be no end use restriction or price 

restriction for the coal that is mined from these blocks.  

 

Under private commercial mining modalities approved by the Cabinet, coal blocks will be allocated 

by “ascending forward auction” in which the winner will be determined by the price per tonne of 

coal offered to the state government where the mine is located. The amount accrued through the 

bids will be in addition to the royalty that the States get. All the revenue from the sale of these 

blocks will go into coffers of the States where they are located. 

 

204. (d) 

"Demographic Dividend" is the dividend/benefit that a country derive because of the demographic 

change and it is measured in terms of additional Per Capita Income Growth. [Ref: Economic 

Survey 2016-17 Vol I Pge 33] 
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205. (c) 

Real GDP (i.e. GDP at constant market prices) and Nominal GDP (i.e. GDP at current market 

prices) both have steadily increased in the last decade but the growth rate of Real GDP and 

Nominal GDP has fluctuated and has not increased steadily in the last decade. 

 

206. (c) 

India's population growth is around 1 percent annually.  

Real GDP and Real GNP growth has always been more than 5 percent (it is between 6 to 8 

percent) in the last five years. 

 

Suppose the growth in GDP is 5% i.e. Y to   1.05Y 

And the growth in  population is 1%     P to   1.01P 

 

So the growth in Y/P will be 1.05Y/1.01P = 1.0396Y/P 

So the growth in per capita GDP (Y/P) will be 3.96% 

 

So, if the growth in GDP (Y) is more than the growth in population (P), then per capita GDP will 

always increase. If the growth of population and growth of GDP is same then per capita GDP 

growth will be zero. 

 

Hence, Real per capita GDP and Real per capita GNP has always increased in the last five years. 

 

 

207. (d) 

 

208. (c) 

A line of credit is a preset amount of money that a bank has agreed to lend to a 

company/individual. The company can draw from the line of credit when it needs up to the 

maximum amount. The company will pay interest only on the amount used. 

 

209. (c) The total GST collection in the last financial year was 11,77,369 crore i.e. average 

was 98,114 crore. 

 

210. (a) Open access is the non-discriminatory use of transmission and distribution 

infrastructure of the licensees by consumers with demand greater than or equal to 1MW for 

procuring electricity from the source of their choice. 

 

211. (b) It is a method of awarding projects by the government. Under this method, the 

bidders for a project have the freedom to design and develop a project on their own. Under 

this method, the company (bidder) whose project plan is accepted is given the opportunity 

to work on the project at the price quoted by the lowest bidder. If it does not accept this, 

then the project is given to the lowest bidder. 

 

212. (C ) Marginal farmers are those which have less than 1 ha of land which constitute 

67.6%.  And small farmers are those which have less than 2 hectare and greater than 1 

hectare of land which are 18.8%. 
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213. (C ) Airport Authority of India (AAI) awarded bids for Ahmedabad, Jaipur, Lucknow, 

Thiruvananthpuram, Mangaluru and Guwahati in Feb 2019 on per passenger fee basis. It 

selected Adani Enterprises for all the six airports as Adani quoted the highest bid (per 

passenger fee) which they will give to AAI on per passenger basis. 

 

214. (b) A letter of credit is a letter from a bank guaranteeing that a buyer's payment to a 

seller will be received on time and for the correct amount. In the event that the buyer is 

unable to make payment on the purchase, the bank will be required to cover the full or 

remaining amount of the purchase. 

 

215. (C) The Financial Action Task Force (FATF) is an inter-governmental body established 

in 1989 by the Ministers of its Member jurisdictions.  The objectives of the FATF are to set 

standards and promote effective implementation of legal, regulatory and operational 

measures for combating money laundering, terrorist financing and other related threats to 

the integrity of the international financial system.  The FATF is therefore a “policy-making 

body” which works to generate the necessary political will to bring about national legislative 

and regulatory reforms in these areas.  

 

The FATF monitors the progress of its members in implementing necessary measures, 

reviews money laundering and terrorist financing techniques and counter-measures, and 

promotes the adoption and implementation of appropriate measures globally.  In collaboration 

with other international stakeholders, the FATF works to identify national-level vulnerabilities 

with the aim of protecting the international financial system from misuse. 

 

FATF put Pakistan on its 'watch list' or 'grey-list' from June 2018. Pakistan has been given the 

deadline till October 2019 to meet 27 conditions laid down by FATF failing which it would be 

put in the ‘Blacklist category’.  Grey-listing Pakistan may result in a downgrade of its debt 

ratings, making it more difficult for it to tap into international bond markets. 

 

216. (b) when a government gives export subsidy then such subsidies are actionable  by 

way of levying counter vailing duty.  

Safeguard duty are applied when there is a surge in imports of a particular product irrespective 

of a particular country/ies. 

Dumping is said to occur when the goods are exported by a country to another country at a 

price lower than its normal value.  This is an unfair trade practice which can have a distortive 

effect on international trade. Anti-dumping is a measure to rectify the situation arising out of 

the dumping of goods and its trade distortive effect. 

 

217. (C ) The investment by Central Public Sector Undertakings (CPSUs) is financed 

through the following two modes:  

 Budgetary support provided by the Central Government 

 IEBR raised by CPSUs on their own.  

 

 

https://upscpdf.comhttps://t.me/upsc_pdf https://t.me/upsc_pdf

Download from:- https://upscpdf.com



 

105 | P a g e  
  

Internal and Extra Budgetary Resources (IEBR) comprises of internal resources, and extra-

budgetary resources. Broadly, the internal resources comprise of retained profits – net of 

dividend to Government and carry forward of reserves and surpluses. And extra-budgetary 

resources are the sum of domestic and foreign loans raised directly by the CPSUs. 

 

218. (d) The objective of SAMPADA scheme is to supplement agriculture, modernize 

processing (of marine and agri-produce) and decrease agri-waste. It is implemented by 

ministry of Food Processing Industries. 

 

219. (d) 

 

220. (C ) Securitisation and Reconstruction of Financial Assets and Enforcement of Security 

Interest Act, 2002 was enacted to regulate securitisation and reconstruction of financial 

assets and enforcement of security interest.  The act allows banks and financial institutions 

to sell the security (debt paper) in case the debt/ loan is secured and it has become non 

performing. The provisions has enabled banks and financial institutions to improve 

recovery by exercising powers to take possession of securities, sell them and reduce 

nonperforming assets by adopting measures for recovery or reconstruction. 

 

221. (a ) Under Prompt Correction Action (PCA) framework, RBI has specified certain 

regulatory trigger points in terms of three parameters, i.e. capital to risk weighted assets 

ratio (CRAR), net non-performing assets (NPA) and Return on Assets (RoA). Once banks 

hit certain level of threshold in terms of these three parameters, RBI initiates certain 

structured and discretionary actions (in extreme cases, RBI may stop lending by a 

particular bank). It is applicable to commercial banks only and not to cooperative banks 

and NBFCs. 

 

222. (C) GST has led to reduction in number of taxes and now the same tax rate is across 

all the country on all goods and services. This is called harmonization of taxes. On exports, 

Govt credits back the GST paid to suppliers and hence effectively there is no GST on 

exports which is also called zero rated. 

 

223. (c) If there is inflation in the economy it leads to loss in the value of currency i.e. 

currency depreciates.  

 

Nominal interest rate (deposit rate) = Inflation + real interest rate 

 

When inflation increases banks increase the nominal interest rate and generally real interest 

rate remains same. 

 

224. (C ) Through Masala bonds money is raised from abroad in foreign currency but the 

bonds are denominated in Rupee. When the Indian company will be repaying the money, 

the exchange risk is at the investor side. 

 

225. (b) 
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226. (b) Inflation will necessarily occur in case there is effective demand in the economy. If 

there is increase in aggregate demand, there may not be inflation if the supply also 

increases. Govt borrowing increases aggregate demand rather than effective demand 

 

227. (c ) Through ECB and Masala Bonds, the money is raised in foreign currency which 

is then sold in the forex market to purchase rupees which leads to rupee appreciation. 

Restricting FPI investments will reduce the supply of dollar and will have an opposite 

impact. 

When we reduce imports by restricting non-essential items, it leads to reduction in demand 

of dollars and appreciation  of rupee 

 

228. (a) Outcome budget is prepared for Centrally Sponsored Schemes and  Central Sector 

Schemes to measure the specified targets. It is prepared by Public Finance Division under 

Dept. of Expenditure under Ministry of Finance. 

 

229. (d) RBI earns income from all of the sources.  RBI invests Forex to purchase US govt. 

bonds and lend to other Central Banks. It also earns interest on Indian Govt securities 

(OMO) and it earns interest by lending to banks (Repo Operations) 

 

 

230. (C ) Till the time, reserves are with RBI, it is not part of money supply. But if RBI gives 

its surplus reserves to government which will ultimately spend this amount will result in this 

extra money reaching to public resulting in higher inflation. RBI paying dividend to 

government is a part of budgetary resources of govt. of India and it helps in reducing fiscal 

deficit. 

 

 

231.  (d) Composition levy is an alternative method of levy of tax designed for small 

businesses whose turnover is up to Rs. 1.5 crore. The objective of composition scheme is 

to bring simplicity and to reduce the compliance cost for the small businesses. Moreover, it 

is optional and the eligible person opting to pay tax under this scheme can pay tax at 1% 

flat rate, of his turnover, instead of paying tax at normal GST rate. Similarly small service 

providers with turnover of Rs. 50 lakhs can opt for  composition scheme and pay GST at 

6%. In case of composition scheme, the businesses can’t claim input tax credit. 

232. (a) 

 

% growth in GDP =                     Investment %  

                                Incremental Capital Output Ratio (ICOR) 

 

So for higher growth rate, we require more investment and less ICOR 

 

233. (a) Higher economic growth comes from additional investment or increase in capacity 

utilization of the capital stock (factory). When economic growth comes from new 

investment then generally more jobs are created but when economic growth comes from 

better utilization of the existing capacity then jobs may not get created in the economy. 

234. (d) 
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235. (c) 

MSME sector contributes approximately 30% to the GDP of the country and 40% to the 

exports. The MSME sector comprises of over 6 crore enterprises and employs 11 crore people 

(approx.. 26% of the workforce). 

 

236. (a) 

After demonetization, the banking system was flush with money because of the deposits it got 

from the public. So money/liquidity increased with the banking system, which led to reduction 

in interest rates. 

 

237. (C) 

Employee Provident Fund (EPF) consist of 12% employee salary and 12% is contributed by 

employer. Out of the 12% employer contribution, 8.33% goes to Employee Pension Scheme 

(EPS). Under Pradhan Mantri Rojgar Protsahan Yojana, the 8.33% employer contribution will 

be reimbursed by the government to the employer which will motivate the employer to higher 

more worker. This scheme is applicable for any sector worker, whose wage is up to Rs. 

15000. 

 

238. (a) 

 

239. (c) 

India Post Payment Bank is a public sector enterprise and comes under the Department of 

Posts, Ministry of Communications.  It is a payment bank and accepts only demand deposits 

(current and savings account). 

 

240. (b) 

Section 7, RBI Act 1934 says “The Central Government may from time to time give such 

directions to RBI as it may, after consultation with the governor of the RBI, consider necessary 

in the public interest”. 

Section 30, RBI Act 1934 says that, “If RBI fails to carry out any of the obligations imposed on 

it under the RBI Act, then Central government can supersede the Central Board” 

 

241. (d) 

Management of Private sector banks is regulated by RBI and management of public sector 

banks is under the dual regulation of RBI and Government. 

As per the amendment done in 2017 in the Banking Regulation Act 1949, “RBI may from 

time to time issue directions to any banking company for resolution of stressed assets” 

 

242. (b) 

 

243. (a) 

In all RBI related documents, it is written that, RBI acts as lender of last resort for banks. 

But in case of IL & FS default of loan papers, Mr. Viraj Acharya, the Deputy Governor of 

RBI clarified that RBI can act as lender of last resort for NBFCs also. 
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All NBFCs are not registered or regulated by RBI. Some NBFCs are regulated by SEBI, 

IRDAI etc. also 

 

244. (d) 

When there is a default in the debt market, every one wants to sell the debt paper and hold 

cash which results in shortage of liquidity and increase/hardening of interest rates. 

Liquidity crisis may also be caused if foreign portfolio investors are running out.  

To resolve the liquidity crisis, RBI may buy government bonds i.e. open market operations. 

 

245. (b) 

Government is merging public sector banks to make them more efficient and achieve 

economies of scale and consolidation. Just merging of banks will not reduce the NPAs. 

 

246. (b) 

GDP has steadily increased in the last 10 years but agriculture growth has turned negative 

once in 2014-15. Refer the trends. 

 

247. (d) 

Refer the trends. 

 

248. (c) 

249. (a) 

India’s labour force is 50 crore which includes people who are employed or not employed 

but actively searching for job. Working age population is more than the labour force 

because a lot of persons are may not be part of labour force but are in working age 

population for example house wives or a person taking a break from his job. 

 

Employment rate is defined as the number of people employed as a percentage of labour 

force. 

Labour force participation rate is the number of persons in the labour force as a percentage 

of working age population. 

 

250. (c) 

When importers buy dollars in the foreign exchange market, rupee depreciates. But if they 

directly deal with RBI and don’t go in the forex market then it may not impact the rupee and 

dollar rate. 

When RBI increases the repo rate, the interest rate in the market increases which may attract 

foreign investors in debt instruments. 

 

251. (b) 
As per the department of investment and public asset management, Ministry of Finance, "Strategic 

disinvestment would imply the sale of substantial portion of the Government shareholding of a 

central public sector enterprise (CPSE) of up to 50%, or such higher percentage as the competent 

authority may determine, along with transfer of management control." 

In the strategic disinvestment of a PSU, the transaction has two elements:  

 Transfer of a block of shares to a Strategic Partner, and  
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 Transfer of management control to the Strategic Partner 

Thus, strategic disinvestment of a PSU is different from the ordinary disinvestment in which 

management of PSU is retained with Government. 

 

252. (d) 

RBI did forex swap to increase liquidity/money supply in the economy because RBI had 

already exhausted much of the open market operation limit. And RBI was not willing to further 

buy the government securities to inject money in the economy. This swap deal will lead to 

better transmission into the lending rate. 

 

Under forex swap, RBI will buy dollars from Bank and give them Indian rupees at the present 

rate (for ex. $1 = Rs. 70). After the swap period is over, RBI will give back the same amount of 

dollars and will ask rupees from banks. The bank which will promise to pay maximum premium 

above Rs. 70 will be selected by RBI for the swap deal. 

 

253. (C ) 

Currency swaps are used to obtain foreign currency loans at a better interest rate than a 

company could obtain by borrowing directly in a foreign market OR as a method of hedging 

exposure to exchange rate risk. 

Currency swap agreements can be at the government and the company level both. 

 

For better understanding follow the link on YouTube: “currency swap and forex swap by Vivek 

Singh” 

 

254. (d) 

When the interest rate decreases, bond prices moves up. When banks are flush with money, 

interest rates in the economy decreases. So (iv) option is true. 

In all other cases interest rates goes up. 

 

 

255. (a) 

GDP/Output is the final value of goods and services. But  the transactions are also for 

intermediate goods, so value of transactions is always higher than the value of output. 

The same money can be used for transacting again and again (also referred as velocity of 

circulation), so the money required for doing transactions will be less than the value of 

transactions.  
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