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A financial system consists of

Financial institutions and financial instruments

Q ' .
ial intermediary

(i) SEBI which is a financ
ey Q] e which are components of cap;
(it) Stock exchanges which are [ capital Magky

(iv) Betoro Independence, Indian financial system Was g
) B e

regulated.
[Ans. : (iiD)]
A financial market |
(1) PFacilitates trading in securities but has no role -
mechanismm
(i) Is a place where sellers and buyers f)'f securities pet toge,
(ii1) Serves as intermediary for 1110bi1isat10n of savings,
(iv) Has nothing to do with short-term lending and b’orrowmgl
[Ans. : (iii)]
Indian financial system was liberalised in
1 1991

(i) 1951

[Ans. : ()] N
During the pre-reform™ ,
(1) Was dominated by private sector enterprises

(ii) Was dominated by government and public sector
(iii) Was dominated by foreign companies

(iv) Was working on capitalist basis

[Ans. : (ii)]

Development banks were established 1n India

idian financial system

(1) Betore Independence

(1) Between 1948 and 1991

(1) By private sector

(iv) By the Reserve Bank of India Act.
[Ans. : (ii) Between 1948 and 1991]
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7. Life Insurance Corporation was established
(i) to compete with private sector insurance companies.
(i) In 1956 by nationalising all private life insurance companies.
(i) For providing long-term finance to industries
(iv) For starting mutual funds in India
[Ans. @ (iD)]
8, During the post liberalisation period
(i) Major private banks were nationalised
(ii) SEBI was established to regulate working of stock exchanges.
(ii1) Reserve Bank of India was nationalised
(iv) Investors’ protection was ignored.
[Ans. : (iD)] %
9, Financial Intermediaries consisted of
(i) Banks, non-banking institutions, mutual funds and insura
companies
(11) Capital market and money market
(iii) Financial instruments and financial services only.
(1v) Primary and secondary markets only.
[Ans. : (i)]
10. Denvatives consist of
(1) future, forward and option trading
(i1) Equity shares and preference shares
(i) Bank drafts and commercial papers
(iv) Government bonds only
[Ans. : ()] -
[I. In functions of Financial system is included
(1) helping in selection of project excluded
(1) serving as a valuable link between savings and inve
(ii) providing information is not a part of its functions
(iv) providing long-term funds is not included.
[Ans. : (ii)]
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MCQS (MULTIPLE CHOICE QUESHONS‘T]
(A) RBI

In the following statement, more than one answers gre Bive,
Select correct answer : |

(i) Reserve Bank of India was nationalised in 1969.

(ii) Reserve Bank is like any other Commercial Bank.

(iii) Reserve Bank was established in 1934.

(iv) Reserve Bank was setup under Companies Act.

[Ans. : (iii)]

Reserve Bank has the following functions :

(i) It works as a Central Bank of India

(ii) It has no power to control co-operative banks

(iii) It is not an autonomous body, but is controlled by the centry
government :

(iv) It cannot issue currency notes as it is a function of Governmep;
of India. '

[Ans. : ()] 4

Reserve Bank of India was set to take on the functions carried on by |

(i) Imperial Bank of India |

(i1) Bank of India ‘ |

(ii1) State Bank of India

(iv) Bank of England ' |

[Ans. : (i)]

The promotional functions of RBI means

(1) Controlling banking structure in India

(ii) Helping growth of agriculture and industrial sector of India

(iii) To finance government in times of financial crisis -

(iv) To issue currency notes.
[Ans. : (ii)]
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(i) Cannot control the liquidity of banking sector

(i) Cannot control com .
me - :
deposits rcial banks to fix rates of interest on

(iii) Can decide the fisca] policy

(iv) Can issue currency note
s of any amount
[Aps. : (iiD)]

(B) SEBI

() 1949
(i) 1947
(iii) 1956 -
(iv) 1992
[Ans. : (iv)]
2. SEBI was established
(i) To control the stock exchanges in India
(ii) To buy and sell securities on behalf on government
(iii) To control only operations of mutual funds
(iv) To finance lon‘g-terrh funds to industries
[Ans. : ()] ,
3. Before the establishment of SEBI, th
managed by
(i) Government of India
(ii) Controller of Capital Issues
(iii) Reserve Bank of India
(iv) IFCI
[Ans. : (ii)]
4. The main function of SEBI is
() To register and regulate the securiti

secondary markets.

(ii) To fix prices of securities of new issue
late mutual funds.

e regulation of Stock markets was

es issues and dealings in

s by companies.

(iii) Not to control and regu
(iv) To help governments in issuing their bonds.

[Ans. : (i)]



Regulatory and Promotiong

W
SEBI

(i) Has the power to fix issue price of securities of o
(i) Has the right to register and recognise the stock ey
(iii) Is working as a depository of securities

(iv) Has nothing to do with insider trading in securities,

[Ans. : ()]

mpanies
Change

(C) IRDA

In the following statements multiple answers are given. Seleq t
correct answer in each of them.

(i) IRDA-was established in 1938

(i) IRDA was set up in 1972.

(iii) IRDA was established in 1999 by an Act of the parliamey,
(iv) IRDA regulates only general insurance.

[Ans. : (jii)] ' .

According to the constitution of IRDA

(i) It should have a chairman and not more than 9 members,
(ii) Prohibits setting up insurance companies in private sector.

(iii) Cannot control and regulate the rates and terms and condition
of insurance policies. AR '

(iv) Cannot regulate investment of funds of insurance companies
[Ans. : (i)] '

IRDA was established

(1) under the Insurance Act, 1938

(1) under the General Insurance Business Act of 1972

(iif) Life Insurance Corporation Act.,' 1956

(iv) IRDA Act of 1999

[Ans. : (iv)]

The main objective of IRDA was

(1) to take care of the policyholders' interest

(11) to nationalise life and general insurance in India
({11) to see that insurance companies make fat profits
(iv) only to advise the gove '

: mment on polj s relating
insurance sector policy matter.

[Axs. : (i) [NPSBMES)
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5. Under Sec. 14 of IRDA Act, 1999, IRDA has the power to :
() Regulate investment of funds by insurance companies
(1) Cannot specify any code of conduct for SUTVeyOrs——"""

campanies unrestricted.

(iv) Not to interfere in re-insurance business.
[Ans. : (i)]




(v) Call / Notice Money market.

MCQS MULTIPLE CHOICE QUESTIC
In the following statements more than one answer are given, S,
the correct answer. |

Money Market

(i) is a market for short term funds

(ii) is a market for long term funds.

(i11) is a market for issuing securities like shares

(iv) 1s a market in which shares are bought and sold

[Ans. : ()] ot

The following is an instrument of money market

(1) Debentures

(11) Government bonds

(111) Treasury Bills




Money Markets ‘ £

(iv) Equity Shares
[Ans. : (iii)]

3, Indigenous Bankers are a part of
(i) Organised money market
(ii) Unorganised money market
(iif) Capital market
(iv) Have nothing to do with money market
[Ans. : (ii)]

4, Treasury Bills
(1) Of 14 days duration are popular
(1) Of 182 duration have been discontinued | '
(iii) Are issued directly to buyers on contract
(iv) Is an instrument of capital market
[Ans. : (i)] |

3. To develop Bill market
(i) Industrial Development Bank was set up

(ii) SEBI was given powers
(iii) Discount and Finance House of India Ltd. was established

(iv) Rate of discount on rediscounting is strictly pegged at 12.5

per cent.
[Ans. : (iii)]




| MCQS (MULTIPLE CHOICE QUESTIONS)

[n the following statements more than one answer are given. Select
the correct answer.

Capital Market in India.
() is still undeveloped
(ii) is controlled by controller of capital issues
(iii) Is controlled by SEBI
(iv) Developed rapidly under planning after independence
[Ans. : (iii)] Rk i
Private placement of shares
(i) Can be undertaken by private limited companies =
(ii) Can be arranged by all types of companies
(iii) Can be offered to directors of the company only.
(iv) Can be undertaken by prosperous companies only,
[Ans. : ()] |

. The security prices are fixed
(i) by controller of capital issues
(ii) by SEBI
(iii) by company itself
(iv) by Government of India
[Ans. : (iii)] )

. The right shares can be offered to

(i) any investor who applies for it
(ii) Only existing shareholders /s 81 of Companies Act.

(iii) Only some preferred persons by directors
(iv) All existing shareholders who have to compulsorily subscribe to

1f. .
[Ans. : (ii)]
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S.

Capital market and money market are
(1) Complementary to each other

'(ii) Are competitors for ‘providing funds to corporates

(111) Both facilitate issues of shares by companies
(iv) Both interested in purchasing Treasury Bills of the government
[Ans. : ()]



MCQS (MULTIPLE CHOICE QUESTIONS)
In the following sub-questions more than one answer are give
Select the correct answer. give explanation wtherever necessar
Capital market |
(i) Mainly consists of stock markets.
(if) Security market consists of government agencies.
(111) Comprises share market only.

(iv) Is meant for debt securities only.
[Ans. : (i)]
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ca'Pi‘“l M
ook exchanges 124/1

i laces where
0 Are P ) people become rich over n;
Are indices of economic progress of the ¢ night.
Ollntry‘

(i)
i) Are controlled by controller of capita]
Are controlled by SEBI et

(iv)
[ﬂdlaﬂ StOCk
0 places in which trading rings are provided
(i) Corporatised and demutualised in recent years.
(111) Constitlleﬂts of SEBI s
) Are not governed by Securities Contracts i
n Regul

e - (Regulation) Act, 1956.
, Listing of securities

() means registering securities with Government of India

exchanges are

(i) Means registering the securities with SEBI.
(iil) Means registering the securities with recognised stock exchanges

() Is not compulsory for the securities to be dealt with.

[Ans. : (iii)]
5. All stock exchanges are managed by
(1) Governing body as they are association of persons.
(i) Board of Directors as they are incorporated as a joint stock

companies.
(fﬂ) SEBI to protect the interest of 1nvestors.
(iv) A committee of shareholders of stock exchanges.
[Ans. : (ii)]
?H recognised stock exchanges a
1) The Acts of parliament like Securities Contra
i Act, 1956, Companies Act only-
(11) Department of Company Affairs of the Gover
(i:') SEBI by issuing various guidelines and directives etc:
[A) Comptroller and Auditor General of India (CAG)

ns. : (iii)]

re controlled by
cts (Regulation)

nment of India.
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e In the following subquestions two or m
have to select correct answer :
1. The functions of a commercial banks are

(i) Only borrowing and lending
(ii) Besides traditional functions, some non-traditional functions also

(iii) To lend money to only joint stock companies.
(iv) Not to deal in Government securities |

[Ans. : (ii)]







