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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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