1. The Chairman of public sector banks are selected by the
(a) Banks Board Bureau
(b) Reserve Bank of India
(c) Union Ministry of Finance
(d) Management of concerned bank
Sol. 1 (a) Banks Board Bureau
Source: PrepMate Economics Book, Chapter 16, Page 247
It is to be noted that Banks Board Bureau recommends the appointment of a particular
person as Chairman of a public sector bank. Thus, Chairman of public sector banks is
selected by Banks Board Bureau. However, the final appointment is made by Union
Government.

2. The economic cost of food grains to the Food Corporation of India is Minimum Support
Price and bonus (if any) paid to the farmers plus
(a) transportation cost only
(b) interest cost only
(c) procurement incidentals and distribution cost
(d) procurement incidentals and charges for godowns
Sol. 2 (c) procurement incidentals and distribution cost
Source: PrepMate Economics, Chapter 7, Page 126

3. The Service Area Approach was implemented under the purview of
(a) Integrated Rural Programme
(b) Lead Bank Scheme
(c) Mahatma Gandhi National Rural Employment Guarantee Scheme
(d) National Skill Development Mission
Sol. 3 (b) Lead Bank Scheme
Source: Economics book, Chapter 11, Page 175

4. Consider the following statements:
1. Most of India's external debt is owed by governmental entities.
2. All of India's external debt is denominated in US dollars.
Which of the statements given above is / are correct?
(a) 1 only
(b) 2 only
(c) Both 1 and 2

(d) Neither 1 nor 2
Sol. 4 (d) Neither 1 nor 2
Source: PrepMate Economics Book, Chapter 23, Page 325
Statement 1 is incorrect: Out of India’s total external debt, nearly 20% is owed by
governmental entities.

Statement 2 is incorrect. India’s External debt is denominated in multiple currencies. As on
31st December, 2017, 48.2% of debt was denominated in US dollars. The rest of debt is
denominated in Indian Rupee (for instance- masala bonds), Special Drawing rights,
Japanese Yen, Euro and other currencies.

5. 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
Sol. 5 (b) Deposits
Source: Economics book, Chapter 3, Page 59

6. In the context of India, which of the following factors is/are contributor/ contributors to
reducing the risk of a currency crisis?
1. The foreign currency earnings of India's IT sector
2. Increasing the government expenditure
3. Remittances from Indians abroad
Select the correct answer using the code given below.
(a) 1 only
(b) 1 and 3 only
(c) 2 only
(d) 1, 2 and 3
Sol. 6 (b) 1 and 3 only
Source: PrepMate Economics book, Chapter 21, Page 306
This question is based on understanding of basic economics and knowledge of current
affairs. Currency crisis in the present context refers to depreciation of rupee. Any foreign
exchange transaction which generates demand of rupee can help in arresting the
depreciation of rupee.
Statement 1 is correct. Foreign currency earnings of India's IT sector generate supply of
dollar and demand of Indian rupee. Thus, this transaction helps in arresting the
depreciation of rupee.
Statement 2 is incorrect. Increase in government expenditure doesn’t directly affects the
demand and supply of rupee.
Statement 3 is correct. Remittances from Indians abroad generate supply of dollar and
demand of Indian rupee. Thus, this transaction helps in arresting the depreciation of rupee.
Thus, Statements 1 and 3 are correct.

7. Which of the following is issued by registered foreign portfolio investors to overseas
investors who want to be part of the Indian stock market without registering themselves
directly?
(a) Certificate of Deposit
(b) Commercial Paper
(c) Promissory Note
(d) Participatory Note
Sol. 7 (d) Participatory Note
Source: PrepMate Economics, Chapter 24, Page 343
There is a direct question in practice set given at end of chapter which is similar to this
question. A participatory note, commonly known as a P-note or PN, is a certificate issued by
a registered foreign institutional investor (FII) to an overseas investor who invests in
Indian stock markets. FII is registered with SEBI directly, but overseas investor is not
required to register themselves with SEBI. Thus, overseas investor invests in Indian stock
market through a registered foreign institutional investor. As proof of investment, a
certificate is issued by FII to the overseas investor.

8. With reference to India's Five-Year Plans, which of the following statements is/are
correct?
1. From the Second Five-Year Plan, there was a determined thrust towards substitution of
basic and capital good industries.
2. The Fourth Five-Year Plan adopted the objective of correcting the earlier trend of
increased concentration of wealth and economic power.
3. In the Fifth Five-Year Plan, for the first time, the financial sector was included as an
integral part of the Plan.
Select the correct answer using the code given below.
(a) 1 and 2 only
(b) 2 only
(c) 3 only
(d) 1, 2 and 3
Sol. 8 (a) 1 and 2 only
Source: PrepMate Economics, Chapter 13, Page 192
This question requires not just understanding of Planning and but also keen analysis.
Statement 1 is correct: The thrust towards substitution of basic and capital good industries
is from second five year plan after adoption of Mahalanobis model.

Statement 2 is correct: In order to correct the trend of increased concentration of wealth
and economic power, government carried out nationalization of important industries such
as banking, insurance, etc.

Statement 3 is incorrect: Financial sector includes industries such as banking, insurance
which were included from the first plan itself.
9. Consider the following statements:
1. Purchasing Power Parity (PPP) exchange rates are calculated by comparing the prices of
the same basket of goods and services in different countries.
2. In terms of PPP dollars, India is the sixth largest economy in the world.
Which of the statements given above is / are correct?
(a) 1 only
(b) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2
Sol. 9 (a) 1 only
Source: PrepMate Economics, Chapter 1, Page 2

10. Among the agricultural commodities imported by India, which one of the following
accounts for the highest imports in terms of value in the last five years?
(a) Spices
(b) Fresh fruits
(c) Pulses
(d) Vegetable oils
Sol. 10 (d) Vegetable oils
Source: PrepMate Economics, Chapter 27, Page 382

Among the agricultural commodities imported by India, Vegetable oils constitute
significant chunk of imports.
11. Which one of the following is not the most likely measure the Government/RBI takes to
stop the slide of Indian rupee?
(a) Curbing imports of non-essential goods and promoting exports
(b) Encouraging Indian borrowers to issue rupee denominated Masala Bonds
(c) Easing conditions relating to external commercial borrowing
(d) Following an expansionary monetary policy
Sol. 11 (d) Following an expansionary monetary policy
Source: PrepMate Economics book, Chapter 21, Page 306 and Chapter 24, Page 345
Options (a), (b) and (c) are adopted to curb the slide of Indian rupee.
Chapter 21, Page 306

Option (c) is not the answer. Easing conditions relating to external commercial borrowing
will encourage fresh loans from external sources.
Option (b) is not the answer.
Source PrepMate Economics book, Chapter 24, Page 345

Option (d) is the answer. Option (d) will not help in curbing the slide of Indian rupee.
Rather, it may even further reduce the value of Indian rupee. If expansionary monetary
policy is followed, it leads to increase in money supply. Increase in money supply may lead
to inflation, which may further lead to fall in value of rupee.
12. 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
Sol. 12 (b) Increase in the banking habit of the population
Source: PrepMate Economics, Chapter 3, Page 61
Options (a) and (c) are incorrect. If cash reserve ratio and statutory liquidity ratio reduce
(and not increase), then money multiplier increases. Reserve money, which is denominator
for calculating money multiplier, includes statutory reserves of banks held with themselves
and cash reserves of banks held with the RBI. The lower the value of denominator in a
fraction, the higher the value of overall fraction.

Option (d) is not directly related to the question.
Option (c) is the correct answer. M1 and M3, which are numerator for calculating money
multiplier, include demand deposits and total deposits by public. The amount of deposits
made by people in banks also depends upon the banking habit of the population. Moreover,
greater the value of numerator, greater is the value of overall fraction. Thus, increase in the
banking habit of the population, increases the money multiplier in the economy.

13. Consider the following statements:
1. According to the Indian Patents Act, a biological process to create a seed can be patented
in India.

2. In India, there is no Intellectual Property Appellate Board.
3. Plant varieties are not eligible to be patented in India.
Which of the statements given above is/are correct?
(a) 1 and 3 only
(b) 2 and 3 only
(c) 3 only
(d) 1, 2 and 3
Sol. 13 (c) 3 only
Topic: Economics
All the answer options have Statement 3. Thus, there is no need to evaluate Statement 3.
Statement 2 is incorrect: The Intellectual Property Appellate Board (IPAB) was constituted
in 2003 to hear appeals against the decisions of the registrar under the Indian Trademarks
Act, 1999 and the Geographical Indications of Goods (Registration and Protection) Act,
1999. IPAB is time and again mentioned in current affairs.
Statement 1 is incorrect: Plants and animals in whole or any part thereof including seeds,
varieties and species and biological processes for production or propagation of plants and
animals are not patentable in India.
14. In a given year in India, official poverty lines are higher in some States than in others
because
(a) poverty rates vary from State to State
(b) price levels vary from State to State
(c) Gross State Product varies from State to State
(d) quality of public distribution varies from State to State
Sol. 14 (b) price levels vary from State to State
Source: PrepMate Economics Book, Chapter 1, Page 13
This question requires understanding of concept of poverty line. Poverty line is based on
the ability to meet expenditure to fulfill bare minimum needs. This expenditure varies from
state to state because price levels vary from state to state. Price levels are taken into
consider through Consumer Price Index.

