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Q1. Which of the following are the clients of RBI who borrow on Bank Rate? 
1. Scheduled Commercial Banks 
2. State Governments 
3. Cooperative Banks 
a) 1 only 
b) 1 and 3 only 
c) 1 and 2 only 
d) 1,2 and 3 

Answer- (d)  
Explanation: 
The clients who borrow from RBI at Bank Rate are- Government of India, State Governments, 
Commercial Banks, Cooperative Banks and NBFCs. 
Bank rate: It is the rate charged by the RBI from its borrowers for long term lending. This rate 
is aligned with the Marginal Standing Facility rate, it is 6.75% presently, 25 basel points more 
than repo rate.    

 
 

Q2. Which of the following statements are correct regarding Market Stabilization Scheme? 
1. It is a mechanism to absorb surplus liquidity by the RBI through sale of short dated 

Government Securities and Treasury Bills. 
2. It was introduced for the first time in 2016 to absorb access liquidity caused due to 

demonetization. 
a) 1 only 
b) 2 only 
c) Both 1 and 2 
d) None of the above 

 
Answer- (a)   
 Explanation: 
Statement 1 is true but statement 2 is false. MSS was used in the wake of demonetization.  But it 
was introduced for the first time in 2004.  
 
Q3. Which of the following are the components of the Twin Balance Sheet Syndrome? 
1. Balance Sheet of Government of India. 
2. Balance Sheet of Commercial Banks 
3. Balance Sheet of State Governments 
4. Balance Sheet of Corporates 
a) 1 and 2 only 
b) 2 and 4 only 
c)  1 and 3 only 
d) 1,2,3 and 4 only 
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Answer- (b)  
Explanation: 
Twin Balance Sheet Syndrome depicts the high Non Performing Assets of Banks and high debts 
of the corporates in the country. NPA has crossed over 11% in 2018 in India.  

 
Q4. Which of the following statements are correct regarding Non-Performing Assets?  
1. A Sub-standard asset is the loan which has not been serviced for over 90 days. 
2. A Doubtful asset is the Non-Performing Asset which has been NPA for over 18 months. 
a) 1 only 
b) 2 only 
c) Both 1 and 2 
d) None of the above 

 
Answer- (b)  
Explanation: 
Statement 1 is false. Statement 2 is true 
NPA- A loan which has not been serviced for 90 days or more 
Sub-standard Assets- NPA for less than or equal to 18 months. 
Doubtful Asset- NPA for over 18 months. 
Loss Assets- Where the loss has been identified by the bank or internal/external auditors or RBI 
inspection, but the amount has not been written off. 

 
Q5. Which of the following statements are correct regarding PARA, recently in news in the 
context of the banking sector? 
1. It is a proposed specialized agency for handling large and complex NPA cases and their 

resolution. 
2. It was recommended by the P J Nayak Committee on the banking sector. 
a) 1 only 
b) 2 only 
c)  Both 1 and 2 
d) None of the above 

  
Answer- (a)  
Explanation: 
 Statement 1 is true. Statement 2 is false. It was recommended by Economic Survey 2016-  
 17. PJ Nayak Committee didn’t recommend any such measure. It would be called Bad  
 Bank. PARA stands for Public Sector Asset Rehabilitation Agency.  

 
Q6. Which of the following statements is/are correct?  
1. A Brown Label ATM is owned by a third party (a non-banking firm), while the concerned 

bank handles operational part like cash handling. 
2. It doesn’t carry the logo of the bank, instead it carried the logo of the firm that owns it. 
Which of the following statements are correct? 
a) 1 only 
b) 2 only 
c) Both 1 and 2 
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d) None of the above 
 

Answer- (a)  
Explanation: 
Statement 1 is true but Statement 2 is false. Brown label ATMS are owned by the third party, 
while banks handle operations. However, it carries the logo of the concerned bank. Instead, it is 
the white label ATM that carries logo of the owner because it is owned as well as operated by the 
third party and they serve customers of all banks.  

 
Q7. Which of the following statements are correct regarding NIDHI in India, in context of the 
financial sector? 
1. NIDHIS are mutual benefit society that aims to cultivate the habit of saving among members 

and help members through loans.  
2. These are registered under Societies registration act, 1860 and are regulated by respective 

State Governments. 
a) 1 only 
b) 2 only 
c) Both 1 and 2 
d) None of the above 

 
Answer- (a)  
Explanation: 
Statement 1 is true but 2 is false. They are registered under Companies act, 1956 and are 
regulated by Ministry of Corporate Affairs.  
A Nidhi company, is one that belongs to the non-banking Indian finance sector and is 
recognized under section 406 of the Companies Act, 2013. Their core business is borrowing and 
lending money between their members. They are also known as Permanent Fund, Benefit Funds, 
Mutual Benefit Funds and Mutual Benefit Company. 
 

 
Q8. Which of the following statements is/are correct regarding Sovereign Gold Bond Scheme? 
1. These are issued by RBI on behalf of the Government of India in rupees and denominated in 

grams of gold. 
2. They can be bought by resident Indian entities only 
a) 1 only 
b) 2 only 
c) Both 1 and 2 
d) None of the above 

 
Answer-(c)  
Explanation: 
Both the statements are true. 
Sovereign Gold Bond Scheme was launched by Govt in November 2015, under Gold 
Monetisation Scheme. Under the scheme, the issues are made open for subscription in tranches 
by RBI in consultation with GOI. RBI Notifies the terms and conditions for the scheme from 
time to time 
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Sl. 
No. 

Item Details 

1 Product name Sovereign Gold Bond 2018-19. 

2 Issuance 
To be issued by Reserve Bank India on behalf of the Government 
of India. 

3 Eligibility 
The Bonds will be restricted for sale to resident entities including 
individuals, HUFs, Trusts, Universities and Charitable 
Institutions. 

4 Denomination 
The Bonds will be denominated in multiples of gram(s) of gold 
with a basic unit of 1 gram. 

5 Tenor 
The tenor of the Bond will be for a period of 8 years with exit 
option in 5th, 6th year and 7th year to be exercised on the interest 
payment dates. 

6 Minimum size Minimum permissible investment will be 1 gram of gold. 

7 
Maximum 
limit 

The maximum limit of subscribed shall be 4 KG for individual, 4 
Kg for HUF and 20 Kg for trusts and similar entities per fiscal 
(April-March) notified by the Government from time to time. A 
self-declaration to this effect will be obtained. The annual ceiling 
will include bondssubscribed under different tranches during 
initial issuance by Government and those purchased from the 
Secondary Market. 

8 Joint holder 
In case of joint holding, the investment limit of 4 KG will be 
applied to the first applicant only. 

 
Q9. Which of the following statements are correct regarding Pradhan Mantri Mudra Yojana? 
1. Under this, only loan up to RS 10 lakh can be availed by a micro unit.  
2. There is provision of subsidy on the interest charged by the bank. 
a) 1 only 
b)  2 only 
c) 1 and 2 only 
d) None of the above 
 
Answer- (a)  
Explanation: 
Statement 1 is true. Statement 2 is false because there is no provision of interest subsidy.  
Pradhan Mantri Mudra Yojana (PMMY) is a flagship scheme of Government of India to “fund 
the unfunded” by bringing such enterprises to the formal financial system and extending 
affordable credit to them. It enables a small borrower to borrow from all Public Sector Banks 
such as PSU Banks, Regional Rural Banks and Cooperative Banks, Private Sector Banks, 
Foreign Banks, Micro Finance Institutions (MFI) and Non Banking Finance Companies (NBFC) 
for loans upto Rs 10 lakhs for non-farm income generating activities. The scheme was launched 
on 8th April, 2015 by the Hon'ble Prime Minister. 
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Types of loans provided 
Under the aegis of Pradhan Mantri MUDRA Yojana, MUDRA has already created the following 
products / schemes. 

 Shishu : covering loans upto 50,000/-  
 Kishor : covering loans above 50,000/- and upto 5 lakh  
 Tarun : covering loans above 5 lakh and upto 10 lakh  

The interventions have been named 'Shishu', 'Kishor' and 'Tarun' to signify the stage of growth / 
development and funding needs of the beneficiary micro unit / entrepreneur and also provide a 
reference point for the next phase of graduation / growth to look forward to. It would be ensured 
that at least 60% of the credit flows to Shishu Category Units and the balance to Kishor and 
Tarun Categories.  
There is no subsidy for the loan given under PMMY. However, if the loan proposal is linked 
some Government scheme, wherein the Government is providing capital subsidy, it will be 
eligible under PMMY also. 

 
Q10. Which of the following entities is/are eligible to participate in Open Market Operations? 
1. Scheduled Commercial Banks. 
2. Non-Banking Finance Companies 
3. Primary Dealers 
4. Individuals 
a) 1 only 
b) 1 and 2 only 
c) 1,2 and  3 only 
d) 1,2,3  and 4 only 
 
Answer- (d)  
Explanation: 
Before 2016 budget, only institutions could participate in OMOs, but Union budget 2016-17 
allowed individuals too to participate in OMOs and government securities market in general.  
An open market operation (OMO) is an activity by a central bank to give (or take) liquidity in 
its currency to (or from) a bank or a group of banks. The central bank can either buy or sell 
government bonds in the open market (this is where the name was historically derived from) or, 
in what is now mostly the preferred solution, enter into a repo or secured lending transaction 
with a commercial bank: the central bank gives the money as a deposit for a defined period and 
synchronously takes an eligible asset as collateral. A central bank uses OMO as the primary 
means of implementing monetary policy. The usual aim of open market operations is—aside 
from supplying commercial banks with liquidity and sometimes taking surplus liquidity from 
commercial banks—to manipulate the short-term interest rate and the supply of base money in an 
economy, and thus indirectly control the total money supply, in effect expanding money or 
contracting the money supply. This involves meeting the demand of base money at the target 
interest rate by buying and selling government securities, or other financial instruments. 
Monetary targets, such as inflation, interest rates, or exchange rates, are used to guide this 
implementation 

 
  


