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Multiple Choice Questions 

 

1) Chairman of the first Finance Commission:  

a) Chadha  b) K.C. Neogi           c) Santhanam             d) Y.V. Chavan 

2) The FRBM Act was passed in:  

a) 1991   b) 2001           c) 2003            d) 2011  

3) Scheduled banks are those banks which are included in the -------------  

a) Second schedule of Reserve Bank of India Act 1934     

b) Third schedule of the Reserve Bank of india Act 1934             

c) Fifth schedule of the Reserve Bank of India Act 1934  

d) None of the above   

4) KYC stands for  

a) Know your credit   b) Know your customer              

c) Know your cash                d) All of these  

5) Which of the following are not methods of credit control 

a) Bank rate  b) Rationing credit           c) Issue of notes           d) Direct action  

6) Debit card means  

a) Pay later  b) Pay now            c)  Both of these            d) None of these 

7) NABARD is ------------  

a) Department of RBI     b) Wholly owned subsidiary of RBI              

c) Subsidiary of RBI                d) None of the above 
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8) The first bank established in india was -----------  

a) Bank of Bengal  b) Bank of Hindustan              

c) Alahabad bank              d) Punjab National bank 

9) An increase in investment is caused by  

a) Lower interest rates     

b) Expectations of lower national income              

c) A decrease in the marginal propensity to consume              

d) An increase in withdrawals  

10) Which type of bank deals with short term credit?  

a) Agricultural bank b) Industrial bank          c) Commercial bank     d) None of 

these  

11) Personal Income includes: 

a) Dividend distributed     

b) Social insurance contributions              

c) Corporate profit              

d) None of the above 

12) The book “General Theory of Employment, Interest and Money” was published in----------  

a) 1836   b) 1936             c) 1963             d) None 

of these  

13) Demand pull inflation may be caused by  

a) An increase in cost     

b) A decrease in interest rate              

c) A reduction in government spending              

d) An outward shift of aggregate supply  

14) The Cambridge version of the quantity theory of money was developed by: 

a) Fisher  b) Alfred Marshall           c) Pigou             d) Keynes  

15) Which is/are the determinant/s of private investment 

a) Prospective income from the capital asset;     

b) Supply price of the capital asset;              

c) The rate of interest;               

d) All of the above  

16) The concepts of inside money and outside money is given by  

a) Milton Friedman  b) J M Keynes  c) Gurley and Shaw     d) None of these  

17) The equation of exchange is  

a) M*P=V*Y   b) M+V=P+Y             c) M+Y=V+P            d) M*V=P*T  



School of Distance Education 

Introductory Economics - II 3 

 

 

18) What is the effect of monetary policy in a situation of “Liquidity trap”?  

a) Expansionary monetary policy     

b) Contractionary monetary policy              

c) Both expansionary and contractionary monetary policy effective             

d) Monetary policy ineffective  

 

19) The quantity theory of money first propounded in 1588 by an Italian Economist  

a) David Hume  b) Davanzatti     c) J S Mill             d) Ricardo  

20) Equation of exchange is associated with 

a) Pigou  b) J.B. Say            c) Marshall            d) Irving Fisher  

21) Fisher equation of exchange states that  

a) P varies directly with income     

b) P varies directly with M              

c) P and M are constants              

d) None of the above  

22) The number of times a unit of money exchanges hands during a unit period of time is known as 

a) Velocity of the circulation of money     

b) Speed of circulation of money              

c) Momentum of circulation of money             

d) Count of circulation of money  

23) Which of the following is not a function of commercial bank? 

a) Accepting deposits   b) Creating credits              

c) Printing bank notes                d) None of the above  

24) Which of the following is not a function of Central Bank?  

a) Enjoys monopoly of note issue     

b) Acts as the banker’s bank              

c) Creation of credit              

d) Lender of the last resort  

25) If the central bank wants to control credit, it should  

a) Lower the rediscount rate     b) Raise the bank rate              

c) Buy securities in the open market               d) Raise cash reserve ratio 

26) Inflation is a situation when 

a) Prices of some goods rise    b) General price level rises continuously            

c) Prices double every year               d) Prices rise and fall  
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27) According to Keynes, inflationary gap is caused by 

a) Excess supply    b) Excess demand            

c) Deficiency of demand             d) Deficiency of supply 

28) When both prices and money income fall, the situation is called  

a) Disinflation  b) Recession            c) Deflation              d) Anti-inflation  

29) During inflation, who suffers the most? 

a) Wage and salary earners    b) Creditors              

c) Debtors                 d) Businessman  

30) In short-run, unemployment may fall below the natural rate of unemployment if: 

a) Nominal wages have risen less than inflation     

b) Nominal wages have risen at the same rate as inflation              

c) Nominal wages have risen more than inflation              

d) Nominal wages have risen less than unemployment 

31) Which economist proposed that “ Inflation is always and everywhere a monetary phenomenon” 

a) JM Keynes   b) J.R. Hicks            c) Milton Friedman        d) Franco 

Modigliani 

32) According to the monetarists, inflation is caused by  

a) Supply shocks     b) Expansionary fiscal policies              

c) Expansionary monetary policies               d) Government regulations 

33) Which is the largest private sector bank in India? 

a) ICICI  b) Axis Bank  c) HDFC             d) South Indian Bank 

34) What is the Reserve Deposit Ratio ? 

a) The proportion of money RBI lends to commercial banks     

b) The proportion of total deposits commercial banks keep as reserves              

c) The total proportion of money that commercial banks lend to the customers              

d) None of the above 

35) The fundamental function of a commercial bank is 

a) Acceptance of deposits   b) Advancing loans              

c) Issuing bank draft                 d) Creating credit 

36) What is known as the most profitable asset of a commercial bank?  

a) Investment at call and short-notice     

b) Loans and advances to its customers               

c) Accepting deposits              

d) None of the above 
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37) Non-exclusion principle is related to: 

  a) Private goods b) Public goods c) Merit goods     d) Mixed goods  

38) Education is an example of: 

a) Public goods  b) Merit goods  c) Social goods     d) Club goods 

39) Public Goods are: 

a) Excludable b) Non – excludable c) Marketable  d) All of these 

 

40) Who is the father of Public Finance: 

 a) Musgrave    b) Pigou  c) Smith d) Dalton 

41) Incidence of tax means: 

  a) Direct money burden b) Indirect money burden 

    c) Actual tax burden d) All of the above 

42) Which is the tax shifting 

 a) To bear the tax burden himself   

 b) To shift the tax burden on others   

 c) To bear some part of the tax himself and shift the rest on others             

 d) B and C 

43) The equity principle of taxation was propounded by: 

  a) Adam Smith b) Dalton c) J.B. Say d) Marshall 

44) BOP includes 

 a) Current account b) Capital Account 

    c) Official Reserve account d) All the above 

45) International trade refers to trade between 

a) two regions of a country 

b) two countries 

c) two commodities produced in different countries 

d) non of the above 

46) Under a fixed exchange rate system, are official changes in the value 

of a country's currency relative to other currencies. 

a) Devaluation    b) Depreciation and appreciation 

c) Revaluation               d) Both A and C 

47)   is the deliberate downward adjustment in the official exchange rate, reduces the 

currency's value. 

a) devaluation b) Depreciation c) revaluation d) appreciation. 

48) A is an upward adjustment in the official exchange rate, which increases the 

value of the currency. 

a) devaluation b) Depreciation c) revaluation d) appreciation 
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49) A key effect of devaluation is that it 

a) Makes the domestic currency cheaper relative to other currencies. 

b) Makes the domestic currency dearer relative to other currencies. 

c) Makes the foreign currency cheaper relative to other currencies. 

d) leaves the relative value unchanged. 

50) Which among following is an implication of revaluation? 

a) Revaluation makes the country's exports relatively more expensive  

b) Revaluation makes foreign products relatively more expensive for domestic 

consumers, thus encouraging imports. 

c) Revaluation helps to reduce the country's exports to reduce the current account surplus. 

d) All the above 

51) Devaluation leads to 

a)Increasing the price of imports and stimulating greater demand for domestic products. 

b) Domestic inflation. 

c) Rise in domestic interest rates. 

d) All the above 

52) PDS Stands for: 

a) Public Distribution System b) Public Division System 

 c) Price Distribution System d) All of these 

53) Agricultural Credit is given by. 

a) Co-operatives b) RRBs c) NABARD d) All of the above 

54) India’s Green revolution was most successful in ................... Production: 

a) Wheat b) Rice c) Maize d) Cotton 

55) Regional Rural Bank were started in ……………….. 

a) 1969 b) 1972 c) 1975 d) 1991 

56) The worst form of land tenurs system was……………………. 

a)Zamindary b) Riotwary c) Mahalwari d) All of the above 

57) When the first industrial policy was introduced ? 

a) 1951 b) 1991 c) 1948 d) 1956 

58) Import quota is : 

a) Tariff b) Non-tariff trade barrier 

 c) Concession d) International obligation 

59) Balance of payments uses the …….system of accounting 

a) Single entry 

b) Cash basis 

c) Double Entry  

d) Accrual basis 
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60) Trade Policy measures for correction of balance of payments disequilibrium include  

a) Export promotion b) Import control 

 c) Import substitution d) All of the above 

61) Import and Export of services are known as……. 

a) Nominal trade b) Invisible trade c) Visible trade  d) None 
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ANSWER KEY 

 

1 B 11 A 21 B 31 C 41 D 51 D 

2 C 12 B 22 A 32 C 42 D 52 A 

3 A 13 B 23 C 33 C 43 A 53 D 

4 B 14 C 24 C 34 B 44 D 54 A 

5 C 15 D 25 B 35 B 45 B 55 C 

6 B 16 C 26 B 36 B 46 D 56 D 

7 D 17 D 27 B 37 B 47 A 57 C 

8 B 18 D 28 C 38 B 48 C 58 B 

9 A 19 B 29 A 39 B 49 A 59 C 

10 C 20 D 30 A 40 A 50 A 60 D 

 61 B 
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