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1. Consider the following liquid assets:
1. Demand deposits with the banks
2. Time deposits with the banks
3. Savings deposits with the banks
4. Currency
The correct sequence of these assets in decreasing
order of liquidity is
(a) 1-4-3-2 (b) 4-3-2-1
(c) 2-3-1-4 (d) 4-1-3-2

2. When the Reserve Bank of India announces an
increase of the Cash Reserve Rate, what does it
mean?
(a) The commercial banks will have less money to lend
(b) The Reserve Bank of India will have less money

to lend
(c) The Union Government will have less money to

lend
(d) The commercial banks will have more money to

lend
3. Which of the following is not included in the assets

of a commercial bank in India?
(a) Advances
(b) Deposits
(c) Investments
(d) Money at call and short notice

4. Which of the following measures would result in
an increase in the money supply in the economy?
1. Purchase of government securities from the public

by the Central Bank
2. Deposit of currency in commercial banks by the

public
3. Borrowing by the government from the Central

Bank
4. Sale of government securities to the public by the

Central Bank
Select the correct answer using the codes given below:
(a) 1 only (b) 2 and 4 only
(c) 1 and 3 (d) 2, 3 and 4

5. Consider the following:
1. Currency with the public
2. Demand deposits with banks
3. Other Deposits with RBI
4. Time deposits with banks
Which of these are included in Broad Money (M3)
(a) 1 and 2 (b) 1 and 4
(c) 2 and 3 (d) 1, 2,3 and 4

Type of Money By : Dr. Bharat Sir

(a) (b)

(c) (d)

(a)

(b)

(c)

(d)

(Assets)

(a)

(b)

(c)

(d)

(a) (b)

(c) (d)

(M3)

(a) (b)

(c) (d)



KGS Campus  Patna –6  Mob. : 8877918018, 8757354880 By : Dr. Bharat Sir

6. Following are some components of money supply
in India:
1. Currency with the public
2. Aggregate demand deposits with banks
3. Aggregate time deposits with banks
4. ‘Other’ deposits with the Reserve Bank of India
Which of the aforesaid items are components of narrow
money (M1) in India?
(a) 1, 2 and 3 (b) 2 and 4 only
(c) 1, 2 and 4 (d) 1and 4 only

7. The money multiplier in an economy increases with
which one of the following?
(a) Increase in the cash reserve ratio
(b) Increase in the banking habit of the population
(c) Increase in the statutory liquidity ratio
(d) Increase in the population of the country

8. An increase in the Bank Rate generally indicates
that
(a) Market rate of interest is likely to fall.
(b) Central Bank is no longer making loans to

commercial banks.
(c) Central Bank is following an easy money policy.
(d) Central Bank is following a tight money policy.

9. Consider the following:
 1. Bank rate

2. Open market operations
3. Public debt
4. Public Revenue
Which of them is/are part of Monetary Policy?
(a) 1 only (b) 2, 3 and 4
(c) 1 and 2 (d) 1, 3 and 4

10. Note issuing department of RBI should always
possess a minimum gold stock worth
(a) Rs. 85 crores (b) Rs. 115 crores
(c) Rs. 200 crores (d) None of the above
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1. Which of the following is a step that the central
bank will take to encourage greater investment in
the economy?
(a) It will look to increase the cash reserve ratio
(b) It will look to reduce the cash reserve ratio
(c) It will look to increase the bank rate
(d) It will look to sell the government securities in the

open market
2. Which of the following is a step that the central

bank will take to increase the overall Money
Supply?
(a) It will sell the government securities in the market
(b) It will buy more government securities from the

market
(c) It will raise the reverse repo rate
(d) It will raise the repo rate

3. Which of the following statements is true about
demand deposits?
(a) It includes both fixed deposits and current account

deposits
(b) It includes both savings account deposits and fixed

deposits
(c) It includes both current account deposits and

savings account deposits
(d) It includes fixed deposits, current account deposits

and savings account deposits
4. Which of the following statements about the bank

rate is true?
(a) Bank rate is different from interest rate
(b) Bank rate is the discount rate provided by the central

bank of a country
(c) Bank rate is defined as the rate at which the central

bank of a country gives credit to the commercial
banks

(d) All of the above
5. Which of the statements gives an accurate picture

of the effect of the increase in the repo rate?
(a) The money supply in the country will decrease
(b) The money supply in the country will increase
(c) The money supply in the country will increase

initially and then decrease
(d) There is no effect on the money supply in the

country
6. Which of the following statements is true about

credit creation by banks?
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(a) Banks create credit on the basis of their total assets

(b) Banks create credit on the basis of their total
deposits

(c) Banks create credit on the basis of their total
securities

(d) Banks create credit out of nothing

7. Which of the following statements is true about the
money supply?

(a) It is the total volume of money that is held by the
government of a country

(b) It is the total volume of money that is held by the
general public of a country over a time period

(c) It is the total volume of money that is held by the
general public of a country at a particular point in
time

(d) All of the above

8. Which among the following is considered to be the
most liquid asset?

(a) Gold (b) Money

(c) Land (d) Treasury bonds

9. The number of times a unit of money exchanges
hands during a unit period of time is known as:

(a) velocity of circulation of money

(b) speed of circulation of money

(c) momentum of circulation of money

(d) count of circulation of money

10. In the terminology of economics and money
demand, the terms M1 also known as :

(a) Short money (b) Long money
(c) Broad money (d) Narrow money
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1. In the terminology of economics and money
demand, the terms M3 also known as :
(a) Short money (b) Long money
(c) Broad money (d) Narrow money

2. What is the Cash Reserve Ratio (CRR)?
(a)  the fraction of the deposits that commercial banks

lend to the customers
(b) the fraction of the deposits that RBI must keep

with commercial banks
(c) the fraction of the deposits that commercial banks

must keep with RBI
(d)  none of the above

3. Foreign currency, which has a tendency of quick
migration, is called
(a) hot currency
(b) Gold currency
(c) soft currency
(d) Hard currency

4. One rupee note is signed by
(a) Secretary to the Ministry of Finance
(b) Governor, Reserve Bank of India
(c) Finance Minister
(d) none of these

5. Which of the following payment instruments
introduced by banks is known as plastic currency
(a) bearer check
(b) Credit card
(c) Demand draft
(d) Gift check

6. The control of interest rate of banks is based on the
recommendation of __________.
(a) Chelliah Committee
(b) Dantawala Committee
(c) Narasimhan Committee
(d) none of these

7. Hard money means that currency which
(a) very difficult to bear
(b) very difficult to earn
(c) belongs to developed countries
(d) of developing countries

8. Who is liable for currency notes of two rupees and
above
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(a) Government of India
(c) State Bank of India
(b) Reserve Bank of India
(d) all of the above

9. At present the regulator of insurance is
(a) Finance Secretary
(b) Governor of Reserve Bank of India
(c) President of General Insurance Company
(d) Charima of IRDA

10. Bank note press is located at
(a) Nashik (b) Dewas
(c) Salboni (d) Hoshangabad
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1. Through which of the following bonds, Indian
institutions can raise money from foreign markets in
rupees instead of foreign currency?

(a) Corporate Bond (b) Masala Bond

(c) Municipal bonds

(d) Zero-coupon bond

(e) None of the above/More than one of the above

2. Consider the following statements –

1. National Payments Corporation of India helps in
promoting financial inclusion in the country.

2. Chhattisgarh has launched a card payment
scheme.

Which one of the statements given above is/are
correct?

(a) Only 1 (b) Only 2

(c) Both 1 and 2 (d) Neither 1 nor 2

3. What is the purpose of establishing small finance
banks in India?

1.  Providing loans to small business units

2. To compensate the loans to small and marginal
farmers

3. To encourage young entrepreneurs to set up
business, especially in rural areas.

Select the correct answer using the code given
below:

(a) 1 and 2 only (b) 2 and 3 only

(c) 1 and 3 only (d) 1, 2 and 3

4. Which of the following statements is/are correct
regarding ‘Bitcoins’ which sometimes appear in the
news?

1. The information about Bitcoins is kept by the
central banks of the countries.

2. Anyone with a Bitcoin address can send or receive
Bitcoins from anyone else with a Bitcoin address.

3. Online payments can be made without the identity of
either party being known.

Select the correct answer using the code given below.

(a) 1 and 2 only (b) 2 and 3 only

(c) Only 3 (d) 1, 2 and 3
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ANSWER KEY (ECO  MCQ-1)

5. Money multiplier in an economy increases with which one
of the following?

(a) Increase in cash reserve ratio

(b) Increase in banking habits of the public

(c) Increase in statutory cash ratio

(d) Increase in the population of the country

6. Foreign currency which has a tendency of quick migration
is called-

(a) Hot currency (b)  Gold currency

(c) easy money (d)  scarce money

7. The Reserve Bank of India has the right to print ..........
currency notes.

(a) Upto Rs. 10,000 (b) Upto Rs. 5,000

(c) Up to Rs 15,000 (d) Up to Rs 1,000

8. Who is authorized to issue coins in India?

(a) Reserve Bank of India

(b) Finance Ministry

(c) State Bank of India

(d) National Stock Market

9.  Which one of the following statements correctly describes
the meaning of legal tender money?

(a) The currency given to pay fees for legal cases in the
court

(b) The currency which a creditor is bound to accept in
settlement of his claims

(c) Bank money in the form of cheques, drafts, bills of
exchange etc.

(d) Metallic money in circulation in a country.

10. What is ‘black currency’?

(a) This is illegal currency

(b) This is fake currency

(c) It is dirty/bad currency

(d) It is illegal income on which income tax has not been

paid

11. Which of the following was not the formal objective of
demonetization in India?

(a) To reduce the amount of cash in the economy.

(b) Reduction of terrorist funding transactions

(c) To boost the tax base.

(d) To increase the growth rate of G-D-P.

Answer Sheet

1. b 2. c 3. a 4. b 5. b 6. a 7. a 8. a 9. b 10. d 11.d


