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CA Foundation 
New Syllabus MCQ Cotrtpi ler 

UNIT l 

) It is materially worthless, a . 
intrinsic value . 

b) It is similar to commocftty money 
liRe gold, silver . 

c) It has value because a n~t1on 
collectively agrees to ascribe a 
value to it, as govt macle them 
legal tender 

d) Both a & c 

a) certain liquid liabi !ities of a 
particular set of financial 
intermediaries or other issuers 

b) set of liquid financial assets, the 
variation in the stock of which 
could impact on aggregate 
economic activity 

c) A medium of ex.change 
d) Both a & b 

3 Which of the followi.~9 i,; :;~$'t a 
general characteri~,,~ . : of money? 

a) It should be generally accepted 
b) It should be effortlessly 

recognizable 
c) It should be abundant in supply 
d) It should be portable 

a) Money Which is deposited in bank account 

b) how much of one's given stock of 
Wealth should be held in form of 
h'loney rather than as other 

) assets such as bonds 
c An,?Unt of money a person 
d)s de

st
res to holcl With himself Oth b & C 

Ehro(I . 

a) Directly 
b) Inversely 
c) Negatively 
cl) Both b & c . 

a) Increase 
b) Reduce 
c) Does not affect 
cl) None of the above 

8 
The Quantity theory of money 
was propounded by . of 
Yale University : ir1 · .. hjs · ·f ~oott 
, ___ , published in ':i.911 •. ' 

a) Adam Smith, Wealth of Nations 
b) Lionel Robbins, N~ture & 

Significance of Economics . 
c) Irving Fisher, The Purchasing 

Power of Money 
cl) Baumol & Tobin, Inventory 

Approach 

a) 17.18 
b) 685.26 
c) 21.01 
d) Any of the above 

in /v\Vs1R·s c 
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a) 2750 
b) 4.40 
c) 2.75 
d) 9.09 

a) MV 
b) M 
c) PT 

/-. ·;-_'::,-: •. ::-· '~/ ;·(:•. 
. . _ transaction = 200 ' 

·as ~er:' 
·,:._' -,: 

d)T. ________ __. 

12 
As per q·uan~ity theory of money 

'. ~ ' ''- ~- . 

- '>,';' 

a) Money demand is inversely 
proportional to interest rates 

b) Money demand is directly 
proportional to income 

c) Money demand is directly 
proportional to number of 
transactions 

d) All of the above 

13 

,. • "- ,-1; r 

The e.>Gpanded form of ~~f ntity 
Theory of Money is _;__, · 

a) MV = PT 
b) M'V' = PT 
c) MV + M'V' = PT 
d) MV= P'T' 

14 
is ··a(so' known as neo-

classical theory 
a) Keynesian Theory of Demand of 

Money 
b) Quantity Theory of Money 
c) Cash Balance Approach 
d) Both a & b 

Ma Ring pdfs, photocopy, xerox, s haring or se ll ing 

MVSIR's bOORS IS ~ It wil l lead to strict 
legal action with monetary penalties 

· mbridse version 
·oney ·:,·_ i~creases 

, ___ :~~ys . 

a) enabling the possibility of spt· 
up of sale a_nd purchase to t: .. 
different points of time rath 0 

than being simultaneous er 

b) being . a hedge against 
uncertainty 

c) to ta~e advantage of the futur 
changes in the rate of interest e 

d) Both a & b 

a) Marginal propensity to consume 
b) proportion of nominal income 

that people want to hold as cash 

c) Investment multiplier 
d) Money multiplier 

l "'°':q;, Keynesian Theory of Demand for 
i 7 Money is also known as_ 

· a) Equation of ex.change 

b) Liqu idity Preference Theory 
c) Transaction approach 

d) Classical Approach 

M oru::iy is demanded to bridge 
the tit1-1.e 9ap between receipt of /' 

18 income and planned 
e,c:pertditures. This shows - / 

a) Transaction demand for money / 

b) Precautiona ry demand for money , 

c) Speculative demand for money 

d) All of the above 

19 

A portion of income to fina~c~ 
unanticipated expenses whee 

foreseen 
may occur due to un 
contin9encies. This shows-

a) Tra nsaction demand fo r moneYeY 

b) Preca ut ionary de m and for mon 

c) Speculati ve de mand for moneY 

d) All of the above 

. t ca.corn 
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a) Transaction demand for money 
b) Precautionary demand for money 
c) speculative demand for money 
d) All of the above 

a) Directly related 
b) inversely related 
c) Positively related 
d) Both a & C 

·rA_s,;', per\'.;~p~ciil~~i~e "'; 1t1otive ; 'of · 
· ho(din9 · m~-.ri~y; ''. if the wealth

holt.lers CC>nsi~er current interest 
rat~ -~ Jbw/ C<>mpared to the ' 
'critical rate of interest', then-

a) they expect the rate of interest 
to rise in future 

b) they expect fall in bond prices 
c) they would have an incentive to 

hold their wealth in the form of 
liCJuid cash rather than bonds · 

d) All of the above 

As per speculative motive of 
holding money, as long as-
• current rate of interest is 

higher than the critical rate 
of interest, a typical wealth-

23 holder would hold in his asset 
portfolio -' ·. · , & 

• if the current rate of interest 
is lower/ than the critical rate 
of inte~~st; his asset portfolio 
woutl:C·onsist ___ _ 

'ii,;.~ 

a) only government bonds, wholly 
of cash 

b) wholly of cash, only government 
bonds 

c) Both a & b 
d) None of the above 

a re . drs · all 
b) Milton Friedman 
c) Irving Fisher 
d) Baumol & Tobin 

Baumol, pe~ple ·t hold 
i.e., an amount -~ that · 
opportunity cost. · · 

a) Only cash balance, minimises 
b) Only bonds, minimises 
c) optimum combination of bonds 

and cash balance, minimises 
d) Only cash balance, increases 

27 • As per Milton Friedman, total 
wealth is_ 

a) average income on five asset 
classes - money, bonds, eejuity, 
physical capital & human capital 

b) Permanent Income 
c) Permanent Income I discount 

rate 
d) Money demand 

28 

Tobin's theory of 'Demand for 
Money as Behaviour toward 
Risk' implies that demand for 
money dep~nds __ . __ _ 

a) Directly on number of 
transactions 

b) negatively on the interest rate 
c) Directly on income 
d) Directly on price level 

Enroll in MVSIR's CA Foundation & CA Inter classes from- www.ultimateca.com 

j I CA Mohnish Vora (MVSIR 
www.mvsir.in 8.3 : 
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IIIIIJFiHPllJI, 

a) Flow, stock 
b) Stock, flo_yv 
c) · Flow, flow _ . · 
'a) ,stock, stock , 

·~ . . ·~ ½~i~ / 
:& 2 ,,. ;roO 
~ :. .... ~ -~,:, ;;v~<,\ '\.-: 

a) stock of money available to the 
'public' as a means of payments 
and store of value 

b) always smaller than the total 
stock of money that really ex..ists 
in an economy 

c) Money held by producers of 
money 

d) Both a & b 

a) interbank deposits 
b) money held by government 
c) money held by banking system 
d) All of the above 

of monetary 
provide an 
causes of 

a) Facilitates analysis 
developments to 
understanding· - of 
money groi..y;th./1 

b) Provides:t:, .a .,_,_ framework to 
evaluate';~hether stock of money 
in economy is consistent with
stand_er_ds for price stability & 
help~ : ce·ntral banks in making 
mone~ary policy 

c) Helps 'in making _fiscal policy 
d) ·soth a & b 

. a) High -Powered M:oney . 
b) Credit Money . -
c) Both a & b .- . .. . . 
d) Amount of money': p _ 

to hold with themselvf 
. t".·~, 

Price Level in th~?~ctfnomy.: - · · : 
b) Level of Li'fyFBlty~~ price, _level in 

the economy;1tr , 
c) Level of ~~Jf~:t· 
d) Both b _ & C-" -: 

Deposit with 3,546.92 

Deposits with 4,596.18 

Other Deposits with RBI 183.30 

a) 20,207.88 
b) 23,754.80 
c) 19,158.62 
d) 20,024.58 

B Calculate currency ._ wi~h ,Jub,lic 
& Reserve Money respectively- · 

Notes in Circulation 

Circulation of Rupee Coins 

Circulation of Small Coins 
95,000 

Cash on hand w ith BanRS 
4,500 

BanRers' Deposits with RBI 
1-=-==--=-::.:.=~=----t----180 

Other Deposits with RBI 

a) 25,26,850 and 25,31,530 
b) 24,31,850 and 25,31,530 
c) 25,00,000 and 25,04,680 
d) 25,26,000 and 25,03,830 

co11 · ateca. 
Enroll in MVSIR's CA Foundation & CA Inter classes from - www.ult1m 
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Poncnts co,,, (Billions; R~.) 

'/ with the public 
curre"~':!.-~---:-:--:----r------f 

d deposits of btm"s 6,9-43.1 
pctTIOn'..'.:,.:,:.::-----:-:----:-i"'------f 

. deposits with post 978.1 
savin9 " office saving ban 

deposits of RBI Other 

a) 23,895.60 
t,) 22,917.50 
c) 23,394-.40 
d) 16,952.50 

Time deposits with ban~ 

Demand deposits with ban~ 

Post office savings deposit 

Other deposits of RBI 

a) 3,76,419.40 
b) 7,21,803.00 
c) 7,21,420.10 
d) 5,59,045.60 

11 Calculate Ml 

Cash in hands of public 

Demand Deposits 

Money Ma r ~et Mutual Funds 

Traveller's chec~s 

Small Time Deposits 

Large Time Deposits 

Other Chec~able Deposits 

a) 2,850 
b) 700 
c) 900 
d) 750 

501.2 

2,13,279.8 

3,45,000.7 

1,62,374.5 

382.9 

765 .1 

300 

400 

1000 

50 

500 

450 

150 

Currency with Pt.1blic 

Other• deposits With Rlr 

Saving deposits With 
office saving ban"s 

Net ~ime deposits With 
ban"ing system "t 

Demand deposits With b -. a,ms. 

a) 7,11,145.70 
b) 7,11,793.40 
c) 12,26,627.70 
d) 12,25,980.00 

Notes in Circulation 
Ru ee Coin in Circulation 

Small Coins in Circulation 

Post Office Saving BanR 
De os its 

Cash in Hand with banRs 

De os it Mone of the Public 

Demand De osited with banRs 

Other Deposits w ith Reserve 
Ban~ 

Total Post Office De osits 

Time De os its w ith Ban~s 

7,4 

14,17,868 

9,75,635 

1,77,61,992 

1,73,76,925 

3,85,074 

15,48,966 

17,86,969 

a) Ml= 4 ,13,29,015 & M2= 4,27,46,883 
b) Ml= 4 ,27,46,883 & M2= 4,13,29,015 
c) Ml= 4,23,04,650 & M2= 4,37,22,518 
d) Ml= 4,23,04,650 & M2= 4,52,71,484 

14 
Which of the following is most 
liquid? 

a) Ml 

b) M2 

c) M3 

d) M4 

Enro(I in MVSIR' s CA Foundation & CA Inter classes from- www.ultimateca.co111 
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currency with the public 

Dernand Deposits with Banlis 

Time Deposits with Ban~s 

Post office savings Deposits 
(Ex.eluding National Saving 
Certificates) 

Other Deposits with RBI 
(Including Ciovernment 
Deposits) 

Post Office National Saving 
Certificates 

Ciovernment Deposits with RBI · 

a) 8,46,804.50 
b) 8,46,618.30 
c) 8.46,702.00 
d) 8,46,785.70 

<::urrency with the public 

Demand Deposits with BanRs 

Net Time Deposits with BanRs 

Other Deposits of RBI 

Post Office Savings Deposits 

Post Office National Savings 
Certificates (NSCs) 

a) 5,73,709.50 
b) 5, 73,432.00 
c) 5,73,820.00 
d) 3,06,509.80 

2,25,432.6 

3,40,242.4 

2,80,736.8 

446.7 

392.7 

83.7 

102.5 

1,12,206.6 

1,93,300.4 

2,67,310.2 

614.8 

277.5 

110.5 

' ,~ If require&~t-@serve ratio is 25%, 
' 17,, t~en·.· "i,., · -~ multiplier.will be? 

-✓~· .' ,-;, . :, 

a) 0.75 

b) 0.25 

c) 5 

d) 4 

a) c , 1/c ;,·}';\:.~ 

c/(1_ {c?2f\ 
1/(1~+. c);,t"' 

b) 1/(1 + c) , 
c) c/(1 + c) , 
d) 1/c , c 

19 

_If .. ::\):-. _:,;~~:;;- . 
Requir~ ~erve ,= ~ - .~:~~t\0(_· 

Total Reserve of Bank = Rs 75 er 
Total , Deposits with banlt~ 'Rs ' '\<' ,,, )':',,· ' \, 
300 cr Jt:---:-,,,,"Ji - ·,,;\:• '> 
Curren~y held by public= ti _ 100 

) • ' ' ' ,' er -, ,. 
. Cctlcuiate Money multiplier ' 

a) 2.75 
b) 3 .74 
c) 2 .29 
d) 3 .59 

If 
Required Reserve Ratio= 0.25 

20 Excess Reserve Ratio= 0.10 
Currency Deposit Ratio= 0.40 
Calculate Money multiplier 

a) 1.87 
b) 1.33 
c) 0.75 
d) 0.25 

Whether money multiplier · and 
21 credit multiplier are always 

e'lual? 

a) Yes, always equal we 
b) No, they are equal only when s 

assume ban lis do not hold e.x.ce~d 
reserves & public does_ not ~~le 
currency and deposit W 
money in banli 

c) No, they are never equal 
d) None of the above 

- , . . con1 En rol! in MVSIR s CA Foundation & CA Inter classes from- www.ult1mateca. 
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. . . , . :-, 

a) 1 + e + c) 
t,) 1 / r 
c) (r + e + c) I (1 + c) 

I (r + e + c) 

~€f f½~_n_·· & Atma 
e, i;liare ;?~,- three 

, d_, as immediate : 
'"'· :,m~r-ey_supply,.,. 

a) stoc~ of hig_h-powerec.l money 
b) Reserve-ratw 
c) currency Deposit Ratio 
cf) All of the above 

24 The valu.e ·of reserve ratio ...... •.'. -
a) Depends upon Behaviour of 

Central Ban lz 
b) Depends upon Behaviour of 

Commercial Banlzs 
c) Depends upon Behaviour of Public 
d) None of the above 

25 
Total supply of money w,,,,, 
economy ____ with tli~~ 
supply of hi~h-powered money. 

a) Vary inversely 
b) Vary directly 
c) Does not relate 
d) None of the above 

If required reserve ratio 
decreases -

26 • banks will I ..,. ,1 ____ . e n(.41 n:,, 

· causing a ··\'·/ in deposits 
• & hence '11~-~ey supply will 

a) decreas • , .· .• 
b) 1 e, rise, increase 
c) lnncrease, fall, decrease 

creas · d) d e, rise, increase 
ecrease, fall, decrease 

· 21 - sit-i"~f •· 
'-- ,,., ler the excess reserve ratio 

a) smatter h 
b) larger t: e money multiplier 
c) No ch e ":1oney multiplier 
cl) None afnge in money multiplier 

0 the above 

a) falls , larger 
b) Rises , smaller 
c) falls , smaller 
c.1) Rises , larger 

During ·1 fe • ·_._ , . .: " eason, :_ people 
de~•~~--!0 1M58· > :'r~ . v~ry often. 
Thi~ wdl ~ •· ·_e,cce_ss ·: reserve 29 

ra_tio · . - ~9~~ . multiplier 
WI u I ' , , ' ,, .. , , , , . 

a) increase , fall 
b) decrease , rise 
c) increase , rise 
c.1) decrease , fall 

4\{· '>, 

3,,[t ~i~xcess Reserves of banks __ 

a) do not lead to additional loans 
b) do not lead to creation of money 
c) Lead to increase in money 

multiplier 
d) Both a & b 

If public decides to keep more 
money in their pocket and less 

31 money in bank. It leads to ctn 
__ in currency ratio & __ 
in money multiplier 

a) Increase , rise 
b) Increase , fall 
c) decrease , rise 
d) decrease , fall 

Fearin9 shorta9e of money in 
32 ATMs, people decide to hoard 

money. This will lead to_ 

a) Decrease in currency ratio & 
decrease i n money multiplier 

b) decrease in currency ratio & 
increase in money multiplier 

c) Increase in currency ratio & 
decrease in money multiplier 

d) Increase in currency ratio & 
increase in money multiplier 

Ehro11 . 
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ratio 
sit ratio 
t-demand deposit 

a) Required reserve r~tio 
b) E,ccess reserve ratio 
c) currency deposit ratio 
d) Time deposit-demand deposit 

ratio 

B 
34 II .-o ,, 

eac1·.. ;:f 
r:/i ::~ :::. .r.1_ 

1

:t· 

a) Decrease · in currency ratio 

decrease in money multiplier 

b) decrease in currency ratio 

increase in money multiplier 

c) Increase in currency ratio 
decrease in money multiplier 

d) Increase in currency ratio 

increase in money multiplier 

a) f?E:Crease"~:;in , currency ratio 
decrease ln,.,rnoney multiplier 

b) Increase in c . 
1
.,,,,,. • urrency ratio 

c deq~f~~e,:in money multiplier 
) _9ecrease. in currency ratio 

increase in_ money multiplier 
d) ::nq;ease . in currency ratio 

ncrease in money multiplier 

& 

'& 

& 

& 

& 

& 

& 

& 

Very high 
Infinite 
Zero 
More than 1 

If Commercial Banks ·do 
keep reserves1 then what 
happen? · 

a) Money multiplier will be zero & 

money supply will be infinite 
b) Money multiplier will be zero & 

money supply will not change 
c) Money multiplier will be infinite 

& money supply will be infinite 
d) Money multiplier will be infinite 

& money supply will not change 

If Commercial Banks keep 10096 
39 reserves, then what will haPP8

" 

? 

a) Money multiplier will be 1 & no 
new money will be created 8t 

b) Money multiplier will be ze;o 
no new money will be cre~te. ite 

c) Money multiplier will be inftnd 
·11 b create 

& no new money w1 e . fnite 
d) Money multiplier will ~e f:~i~e 

& money supply will be in 

I' co. co 
(ti mote 

Enroll in MVS IR's CA Foundation & CA Inter classes from- www.u __ ., SJ 
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s Uab1.1s 

a) 2.765 
1:1) 3.492 
c) 2.492 
a) 3.765 

. d.it~ 
mfircia1~ 

n' 'initial -

:1r~tt,t i~~! 1:~e 
a) credit Creation= Rs 4,000 
t,) Credit Creation= Rs 5,000 
c) credit Creation= Rs 10,000 
d) Credit Creation= Rs 2,000 

Ma I< i ng pdfs, photo~'iittzJ~tox., 
shai-ing or selling 0Y.i~-{f:·::~:9ol<S 

is not allowed. ltqi~hffl(_''.: tt:o 
strict legal action ~!{ -~~:(:ary 
penal~ies. Anyan~-e;~t ,AC~~lf_-r,id 

with such thingQ;,_i0i .h-?:,-~;_- . 
immediately penali'z~~;1';;o/I~{out 

• .', -,,. .. ~,--r;;,-.. ~.1':l.'S'-::· :~'-_.-,_.---•. 
any prior notr~-~;~1tJ•t'.-. -~- •,,_,, _. .• ' 

, ." .;.--~·t4 ~ ·t .-~ _ -

·' ,, ~• ,w Telegram Chann-~1;~:f.-?v.\VSIR 
fo I 1·egular updates- @camvsir 

Enro11 . 
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UNIT 3 

a) tightening 
b) Easing 
c) Both a & b 
d) None of the above 

a) objectives of monetary policy, 
b) analytics of monetary policy 

which focus on transmission 
mechanisms, 

c) operating procedure which 
focuses on operating targets & 

instruments 
d) All of the above 

-
3 

a) 
b) 
c) 
d) 

4 

'The t>rimary objective ·· ~}tt 0 ', 

monetary policy is_ 
,$.\% 

price stability 
economic growth 
Both a & b 
None of the above 

'· . 

Objectives of ~~¼:fary Policy in 
case of devel~p,~g~countries are 

i:).C,., '-:'<; 

a) maintenance of economic growth 
and ensuring an adequate flow of 
credit to productive sectors 

b) sustaining a moderate structure 
?f in-f::erest rates to encourage 
investments, 

c) creation of an efficient mar~et 

for government securities. 
d) All of the above 

how an increase in the 

base causes the mone~~p 
increase by a multiplie 

b) how changes ,:nade ,.by R to ft! 
monetary poltcy ,,s,e~ir,gs flo 

~hrou~h to econol'.!1~': -~~tivity and 
tnflatt0n ·, :,'£>'_,, /.1 

c) Both a & b -.;z,. ef:J;? 
d) None of the above!f 

;, ·, . - . 

. .. -~ 

id ' 
'·, ·~, 

e 
6 :av 

b·u ;:~r,~ij'd' ti;ifiJs . 
es. is 'is t:tri 'example of 

a) Saving and Investment Channel 
b) cash-flow Channel 
c) Asset Prices and Wealth Channel 
d) Ex.change Rate Channel 

As j>er Saving and Investment 
Channel, lower interest rates for 

7 loans can ___ households to 

borrow __ as they face 
___ repayments. 

a) discourage, more, lower 
b) Encourage, less, more 
c) Encourage, less, lower 
d) Encourage, more, lower 

Reduction in interest rates -
the amount of income ·· t~-~ 

B households and business~ , ~~ -
from deposits, and , ;:: t~us 

their spending . · · · :< ('::,J~" · -- ~ 
:.' ~ 

a) Reduces, increase 
b) Reduces, restrict 
c) Increases, restrict 
d) Increases, increase 

Enroll in MVSIR's CA Foundation & CA Inter classes from- www.ultin1e1tcc<1.t'L 11
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Ch apter 8 e ·, . . ' m.JIS .. ~ Price & lllfealth Banks care r:eiaulrfi4 if»-ctactnn.el, ·· -h•st;aer.: .: .. ct~set: prices 13 

~ ,,.; : ... the: ~uit)(: (collctteral) portion of Its Mt -
t of. ctn as~~:t .. ~h~i:.::~s. _,a'!ailable for ' tl~e HctblHtfes 1n CtASW 

a) 1,an1ts ,t0Jend .aga1nst. This can Marginal Standing Facility 
. maate _'.:· it~Jr,::;;,~~ ":-;__ for:.: household b) Excess Reserve Ratio ' '.·· . ... ,, s 

.. an, businesses .to' borrow · · c) Cash Reserve Ratio 

~) increase, easi~r 
d) Statutory Li'1uid Ratio 

t,) vecrease, easier 14 Does RBI need · • , nterest 
c) increase, difficult CRR amount ?"--- on 
d) None of the above 

a) Yes 
.. 

- ,. ' . 
Asset Price & · Wealth b) No As : per 

Channel, an increase in asset c) Sometimes 

prices . , ·people's wealth . d) More than repo rate 

This can lead to 
10 - \'.~'J, "'~ 

consumption and housing Bt.tnlts'.;.f~; re4uired to set aside 
investment as households a port,on"'of its net demand & 

generally spend some share of 15 tff!l,t;_!iabiCities, in form of li4uid 
any increase in their wealth __ ~~!ts such as cash, gold or RBI 

. -i r approved securities . 
a) Decrease, lower 
b) Increase, higher a) Marginal Standing Facility 

c) Decrease, higher b) Excess Reserve Ratio 

d) Increase, lower 
c) Cash Reserve Ratio 
d) Statutory Liquid Ratio 

As per Exchange Rate Channel, When the RBI sells government a reduction in interest rates,.in 
India (compared with ~estt"~ 16 

securities, the liquidity is 

11 world) results in a "•: ,-., from the mar9'et 

e,cchange rate, ma.king .,f<?,'-'.!i9n 
leading to_ in money supply 

g~ods more ~onipared a) Injected, increase 
L 

with those produced in India b) Injected, decrease 
a) Lower, ex.pensive 

c) sucRed, increase 
b) h~gher, cheaper 

d) sucRed, decrease 
c) higher, ex.pensive 
d) Lower, cheaper 

When there is high inflation in 
17 the country, then RBI would _ 

As per Ex.change Rate Channel 
to achieve price stabilize 

Lo · · ' . wer interest rates returns a) Buy government securities 
rnv t · --
1 

!s ?rs -:earn from assets in b) Sell government securities 

12 ncha, ·tf:!,us leading to c) Both a orb 
:,emand for assets in India (also d) None of the above 
• or:.. 1.~dian rupees) with 
rn"estors h·tt· The monetary policy tools that , fo' > . s I rng their funds to 
h,re,gn assets (and currencies) 18 impact money supply in the 

t---- __ steCld. entire economy are called_ 
a) iricr 
b) req ease, reduced a) Qualitative tools 
c) ir, uce, reduced b) selective Credit control tools 

crease . 
cl) rectuc .' increased c) Quantitative tools 

e, increased d) Both a & b 
j 

8.11 ¥tcAM h . o nlsh Vora (MVSIR) www.mvsir.in 
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a) Cash Reserve Ratio 
b) Statutory Liquidity Ratio 
c) Repo Rate 
d) Moral suasion 

, ,;, ,v"':-, ·:li~:f)~'1~J.?)~~; .. ~- ~"~· '*~f~.i.-..~>f-t',. ''*'"s.,;:-&.' f.~i,d.4.-,, .. ::;<·~- . "';'.»_ t ,{'" f' ,}; i 

.· :J~,!J";;:,.~e~Y~t!~!f,:tt,~,~-~t- :~~ 1 ke~p 
-
21 

, rponey 1ra government securities, 
. /r~ther, :than :certain sectors. This 

-· , . . ii"an e.iatriple_'of'C0
, __ -

a) Cash Reserve Ratio 
b) Statutory Liquidity Ratio 
c) Margin Requirement 
d) Moral Suasion 

Under _ the Ciovernment of 
·1ndia borrows from the ,·RBI 
(such borrowing '1~!1~i~ -

22 _ additional to its normal 
borrowing requirement~) ·:'.\"'and 
issues treasury:'bUls/dated 
securities. 

a) Cash Reserve Ratio 
b) Statutory Liquidity Ratio 
c) Marliet Stabilisation Scheme 
d) Marginal Standing Facility 

.. _ ,:~e :h, 
t 23 ': · lends 
: -· ;, ,_~ is, rei1 . }- ... ... _ }(,. 

a) Repo Rate 

"-at~ at which RBI 
funds · to banks 

o as the bank rate 

b) Reverse-Repo Rate 

c) MSF Rate 

d) Ban~ Rate 

.v .. CA Mohnish Vora (MVSIR) 

a) Reverse Repo Rate --~ Repo Rate - 1 
b) Reverse Repo Rate= Repo Rate+ 1 
c) Repo Rate = Reverse Repo Rate - 1 
d) Repo Rate = Reverse Repo Rate + 1 

The plncif rate ?'at"<which' 
~!',tral Bank fends money to 

26 
~~n!t5, over and abo~e what is 

!, - a'{~trlable to them through LAF 
· · window, by dipping into their 

SLR portfolio upto a Umit _ 

a) Reoo Rate 
b) Re~erse-Repo Rate 
c) MSF Rate 
d) Ban~ Rate 

Banks availing MSF Rate can 
27 use a maJC.imum of _ of SLR 

securities 

a) 1% 
b) 5% 
c) 10% 
d) 50% 

28 Which of followin9 is correct 

a) MSF Rate = Repo Rate - 1 
b) MSF Rate= Repo Rate+ 1 
c) MSF Rate = Repo Rate - 1 
d) Repo Rate = MSF Rate + 1 

29 

Inflation tar9et is set _t,'y' 'ao: 
of India, in _ con~a.dt~t•.011

< w 
RBI, once · in every __:!years 

www.mvsir.in · 



foundation 
cA Uabus MCQ Cotnpiler 

Chapter 8 :::..~-:-:-:---~--::--:---~~~ 

tie>J1 ~r9e . 
rafle inflation is more than 

a) Av:er tolerance level of inflation 
~!rf!et for any 3 consecutive 
quarters 

b) Averafje inflation is less than 
lower tolerance level for any 
three consecutive ciuarters 

c) Both a orb 
d) Averaf!e inflation is more/less 

than lower tolerance level for 
any five consecutive ciuarters 

31 

RBI increases repo rate by 50 
basis points. 
What is the nature of policy 
undertaken by RBI? 

a) Contractionary mon etary policy 
b) Contractionary fiscal policy 
c) Expansionary fiscal policy 
d) Expansionary moneta ry policy 

, ·•·(;;,:, 
' ~:\ RBI reduces cash reserve ratio 

32 What is the nature of _policy 
underta~en by RBI'! · · 

a) Contractionary monetary policy 
b) Contractionary fiscal policy 
c) Expansionary fiscal policy 
d) Expansionary monetary policy 

a) Contr · 
b) Con act~onary monetary policy 
c) Ex.p tra~t1onary fiscal policy 
d) Ex.p~~s~onary fiscal policy 

sionary monetary policy 

Contra~tionary fiscal po icy 
Expans~onary fiscal.. policy·"' 
Expansionary rnonetar.' 

0 · 

1"'(~:;, 'RBI inc . ' 
"·-~• Sc, ct;iari . • 
• 3s ,; . bantts 

·wha 
unde ? • · : ·. r--____ ... _ ·.,~ ... . . . ., 

a) Contractionary monetary policy 
b) Contractionary fiscal policy 
c) Expansionary fiscal policy 
cf) Expansionary monetary policy 

,;, · RBf sells securities in the open· 
3~ .. : ;_tnarke~ . · · · . .. ·. 
~ t What . 1s the nature of pohcy :;;r,~ ,;,. undertalten by RBI? · · · · ·· 

a) Contractionary monetary policy 
b) Contractionary fiscal policy 
c) Expansionary fiscal policy 
d) Expansionary monetary policy 

37 
-- are conducted by the RBI 
by way of sale or purchase of 
government securities to adjust 
money supply conditions 

a) Re-discounting of bills 
b) Liquidity Acfjustmen~ Facility 
c) Open Mar~et O~erat10~~ 
cf) Marginal Standing Facility 

38 

The current Repo Rate is 6%. 
The differen~e between repo a.n_d 
reverse repo shall be 180 basis 
points~ RBI . d~crea.ses_ repo by, 50 · 
basis points·. , What ,s ·, the -ne~ 
Reverse Repo Rate? . 

N\VSJR' s CA Foundation & CA Inter classes from- www .ultimateca .com 

Mohhish Vora (MVSIR) www.mvsir.in 8.13 
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B 11 

A 12 

B 13 

B 14 

A 15 

B 1ti1 

0 12 

B 13 

A 14 
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D 20 

Unit2 

C 16 A 21,} 
fi,,,- ~ 

t, 
~~ . 

B 17 1) 22 

A 18 B 23 

A 19 C 24 

C 20 A 25 

Unit 3 

A 16 0 21 

B 17 B 22 

C 18 C 23 

B 19 0 24 

,,,, .. CA Moh n ish V ora (MVSIR) 

C 

B 26 C 31 B 36 A 

B 27 B 32 C 37 C 

D 28 B 33 C 31 C 

B 29 A 34 B 39 A 

B 30 1) 35 C 40 C 

41 B 

1) 26 C 31 A 36 A 

C 27 A 32 1) ,37 

0 28 B 33 1) 

A 29 B 34 A 
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MCQ Compiler 

ICAI Ex.tra MCQs 

a) Interest charged to depositors 
and interest offered to borrowers 

b) · interest · charged on loans and 
· interest paid on deposits 

c) Deposit and loan balances 
d) Liabilities and deposits 

a) Ml 
b) M2 
c) M3 
d) M4 

'"it tl~ Jit~«~tr:~t~iu. 
a) BanR rate is reduced . 
b) Securities are sold in the open 

marRet. 
c) SLR is increased. 
d) People do not borrow from non

ban Ring institutions. 

4 Open Mar~etoperation imtifJ:;, '¾,:' 
"'" ' ,' 

a) Buying and selling securities by 
RBI 

b) Buying and selling securities by 
commercial banRs 

c) ~uying and selling securities by 
investors 

d) Buying and selling securities by 
government 

a) Bonds 
b) · Equity 
c) Ciold 
d) Cash . 

Malzing pdfs, photocopy, xerox,, sharing or 
selling MVSIR's boolzs is ot Io e . it will 
lead to strict legal action with monetary 
penalties. Anyone even if found with such 

things will be immediate ly penalized 
without any prior notice. 

Lower Ban R Rate and ~ r4 h 
securities in the marRe't,r- .. i se 

b) lncre£:lS~ B~nR Rate a9f<tl ureht 
securities ,n the open 1fficir*'fr'' , se 

) 
v, '4 - et. 

c Decrease Ban R ~,ate~ a'A'd · 
securities in the 9$ en,:~:ar~et.~~ll 

d) lncre£:ls~ ~anR it-·_·'Ra~!J and ~ell' 
secunt,es m the:,;:9pen·1 marRet. 

a) RBI 
b) Ciovernment . 
c) Commercial banRs 
d) World ban R 

. I "flt, Repo rate is: 
a) An emergency window for a 

banlis 
b) Commercial ban Rs lend money to 

RB I 
c) Commercial ban Rs rediscount the 

bilis of exchange with RBI 
d) RBI lends money to commercial 

ban~s 

9 Reverse repo rate is: 

a) Equal to CRR 
b) Equal to Ban Ii rate 
c) Equal to MSF 
d) Lower a than Repo rate 

10 

To influence spendin9 · ·. t~~ 
monetary policy is dire~~d _: a~ 
directly inftuenciri9 in the:sh"_r.t· 
run: ·' 

a) Interest Rate 
b) Unemployment 
c) Inflation Rate 
d) Cirowth Rate 

Enroll in MVSIR's CA Foundation & CA Inter classes from- www.u t1m I · at C · 
con1 

J,/4. CA Mohnish Vora (MVSIR) www.mvsir.in · 
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Chapter g 

II ... ,_. Is tM r.rta at wMch: 
, a) co,,.,,-,,c,cic::1 t>a,,1r,~ fc,,d to ~Br 
· t,) R&I lcna s to ,o,,,,..,,,:,.c,al ban~s 

c) R&l lr,, di to qovcrn~<('.,,t 
d) R'I lrn j~ to forc r'j,., :; ~r,~s 

Whkh of the foClowint 
ffl0Mt41,Y fnsuuments .,. 
IMlrea lnUY-um•nt.s of MOMt,Ory Policy ? 

a. ) C.a ~ h P r ', r ~ • r . . . - . 
ti , r.;;.rr 1.• r,• t:r • ; r • 
C} '1 r ; ;,(.i ;; .; • r 
d ; ftJ, t h t\ I. r" 

Mr. A, who ,, u If ~«", p loyed 
~•cl4•4 to lllcc p ,.,,o,,~ rnonc y in 11 hit Wt~ftfl O.C<O'-'"' • cv n~1 cf,- ,.,,g t"- ,,.wo,t.ng C C(J ,, Q M'IIC .. 
,Olitlc4f co"4, , ,on~ ;.,✓ h~t 11 ,he I ffloth,. fo , luC h 1.1 ,..,,j..,C by A, 

\ 

~1 'I , \ 1• •, ,: ~ • , , • -----
t ·. ;c ..... .,! .r !ft., . c 
t ;, • C c. ••' ,, • f •• , t' , • 
: r • • .. r. . . 

. :;- , 

U Moth,et tor hold ing rn o ncy t,y "9ople 41 pe r K.cync, · 

u 

a) Ml 
b) MJ 
C) Ml 
d ) M4 

19 
.... .... ........ ., 

.. 1) .lw,:-r,]tJ € r c: t~,r·" 
c l.1,:.-;!'.; 

on fiv~ CISHt 

t •) r,-, c£ 1£vcl in t h ,r t:conomy 
c) fnf'l..:1t.1on Ra!!.€ 
d ) ~ o re._ Trad @: 

lO Ndn'OW fflOM)' refers to: 

Wh4t will be the vcal...e of crMit Jl multiplier when the -..,,,.... 

.s 

ll 

Reserve rca-cio is SO%l 

aide cavcr1lon theory it baU 
o": 

• 1 ~ < r < ~ t r d t.: tr, ,,: u r 'I 
!.· 1 t·, c: ~1.l./ 1J.l' .l r tr1c •JfY 

p Oftfol10 ., f• .• ~· ·~~ vr 
,r· .!fl .I J<' f, Hc r, t 

.I ) • , J ' ' t: v ~ 01< u uuv~ 

2J 

If .a be1nll h4I dcpotits of Rs 
so,00,000 • reserve re41Ylremcnt 
of 1046. Swt the b4nll h4s toUI reserves of Rs ll.00,000 wtwlt Is 
its c"css reserves 1 

'<i ~: .c,.o~>J 
~· ~ i7 ,00000 
~,. 7.0 J .COO 
~~ ~i .00 .000 

1,v;..v"'-' . mvsi r. in S.16 
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.a) Mone~ary base . increases, 
. supply Jncreases. 
b) Monetary base increases, money 

supply decreases 
c) Monetary base decreases, money 

. supply increases 
d) Monetary base decreases, money 

· supply decreases 

• «(· : ,~,,--: 

a) Repo Rate 

ult ' . ,·in · the 
,cRrl& s'LR . 

b) Reverse-Repo Rate 
c) MSF Rate 
d) Ban~ Rate 

.. 26 , .~,mpir~~~l , ev.idenc~ . of liquidity 
· trap is found during : · 

a) COV/D-19 
b) Cireat recession 
c) Cilobal Financial crisis 
d) None of the above 

ecu a tv e 
X-Ax:is . 

b) Desire to hold bond 
c) Ineffective Moneta 

a o in 

b) Baumol 
c) Keynes 
d) Alfred marshall 

Mal~ing pdfs, photocopy, xerox, 
sharing or selling MVSIR's bool<s 

is . ot allowed. It will lead to 
s·tr(¢t_'f~~al action with monetary 

·,-,-13:e;q.~ttres: Anyone even if found 

·<';f_:;;:;f;.:.~tb/~uch things will be 
<.J_rY,Jfri~"aJ~tely penalized without 
<,.·:.-::.:::\I1~~.•tr6:tiy prior notice . 

·_:::t~:./:3:ii~;\~\. 
ANSWER KEY - Chapter 8 .:..: icAte~tra MCQs 

'-:·~r;;: ·, ... \•. 

1 B 6 A 11 A 16 D 21 B 26 C 

{'>,1· 
; 

2 C A 12 C 17 D 22 C 27 

_;{ 3 A D .13 .. B 18 C 23 C 28 A 

A 9 D 14 D 19 D 24 A 

A 10 A 15 C 20 A 25 D 

.v, CA Mohnish Vora (MVSfR) 

Enroll in MVSIR's CA Foundation & CA Inter classes from- www.ultimateca ,co~ 
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UNIT 1 

a) Anything -that· -w.~ul~ • 1ct' .. a.~ a 
·medium of ~x.change ts: mone~ . 

b) Mo_ney -: · ;-·<<, .~a,s, _ ,.--·'.' __ ~. ~~ne_rda,~•~e.d · 
·p~_~chasi_r,g·., \·· f?O~er_; ·'·,._ an ___ __ -_is -· 

-, · gen·erally ·:· .. :: <~:-acc:ept0:bte,:, --,_, . 1n 
· .. _ settlement ·of all trtlnsactions 
c) Money is a ·_ ~otally liq~icl asset 
·'· and ·provides . us · with · means to 

access goods and services 
d) currency which represents 

money does not necessarily have 

intrinsic value. 

a) medium of ex.change, price 
control, store of value 

b) unit of account, store of value 
provide yields ' 

c) medium of ex.change, unit of 
account, store of value 

d) medium _of ex.change, unit of 
account, income cl ~stribution 

a) Den,yed!'l;lemancl 
b) Direc:c tde'mand 
c) Real .,income demand 
d) (n~~r;se demand 

a) demand for mon 
cost: interest rat 

'b) price level · , · o · 

c. 

, ' · interest rate · 
c) real income .,JI,,,.,., ,J~ortunity 

demand forf"i!ibri~i)· · . ,. '_, 
interest ra~~~-ttg~pportunity cost, 
demand ,fpr_ r-r.:ipn·ey 

~; ~ . .,,~,~:,·~;;:s.:;'•':<,- S;. ··?. 

a) Qh 21JQ ges in the general level of 
. ~ommodity prices are caused by 

,,·, ,changes in the quantity of 
-money 

b) there is strong relationship 
between money and price level 
and the quantity of money is 
the main determinant of the 
price 

c) changes 1 n the value of money or 
purchas ing power of money are 
determ ined first and foremost 
by cha nges in the quantity of 
money in circulation 

d) All the above 

The Ccttnbr· . 
,,gl.(anti , · 
; ~-~ ;}'<;: :s;;t 

·'···Yt-. 

a) c_ash balance approach 
b) Fisher's theory of money 
c) Classical approach 
cl) Keynesian Approach 

0101 · teca c · Enroll in MVSIR's CA Foundation & CA Inter classes from- www.u(t1ma 

l CA Mohnish Vora (MVSIR) 
www.mvsir.in = · 



MCQ Compiler 
Chapter 8 

money's role in acting as a store 
a) f value and therefore, demand 

~or money is for storing value 
temporarily. 

b) money as a means of ex.change 
and therefore demand for money 
is termed as for liquidity 
preference 

c) money as a means of 
transactions and therefore, 
demand for money is only 
transaction demand for money. 

cl) None of the above 

ICAI SM 

S Real money is 

a) nominal money adjuste.d to the 
price level 

b) real national income 
c) money demanded at given rate of 

interest 
d) nominal CiNP divided by price 

level 

9 The precaution~ry · .·· money 
balances people w~nt"to hold 

,,~, t;:,f/1;4\~,- --

a) as income elastic and not very 
sensitive to rate of interest 

b) as income inelastic and very 
sensitive to rate of interest 

c) are determined primarily by the 
level of transactions they ex.pect 
to maize in the future. 

d) are determined primarily by the 
current level of transactions 

j 'CA Mohnish Vora (MVSIR) 

is not determined by .. inte'rest 
rates .·.: 

b) is positively related io f rnte~est 
rates . . : ,, ·. ·;> 

c) is negatively related ·to- interest 
rates ~ :_ ,... ,_.-~~ ··. ·· 

cf) is determined · bi'~ ge~eral price 
level .. \-. 

.11 

a) people will . demand more money 
because the capital gain on 
bonds would be less than return 
on money 

b) people wilt ex.pect the interest 
rate to rise and bond price to fall 
in the future. 

c) people will expect th~ inten~st 
rate to fall and bond price to nse 
in the future. 

d) Either a) or b) will happen 

ICAI SM 

The inventory-theoretic 
12 approach to the transactions 

demand for money 

a) explains the negative 
relationship between money 
demand and the interest rate. 

b) explains the positive relationship 
between money demand and the 
interest rate. . 

c) ex.plains the positive relationship 
between money demand and 
general price level 

cl) ex.plains the nature of 
expectations of people with 
respect to interest rates and 
bond prices 

www.mvsir.in 8.19 



a) a ·positive · fUnction of income Y 
. and the price level P 
b) a ·positive · · function of 

transactions costs c, . 
. c) a . negative function of the 

nominal interest rate i 
d) All the above 

a) Baumol 
b) James Tobin 
c) J M Keynes 
d) Milton -Friedman 

a) the opportunity, :costs of money 
holdings - i.e. · b~nds and stocit 
returns, rB a!'ld ~~., respectively
decline and vice versa 

b) the opportu,nity costs of money 
holdings . - i.e. bonds and stock 
returns, rB and rE , respectively
rises and vice versa 

c) the opportunity costs of money 
holdings - i.e. bonds and stocR 
returns, rB and rE , respectively 
remain constant 

d) b) and c) above 

Answer Key -Chapter 8 ICAI SM MCQs (Unit - 1) 

1 7 C 13 10 c ", 
. "~ 

2 
8 A 11 C 14 

3 

A Mohnish Vora (MVSIR) . ' 
www.mvsir.in · 



UNIT 

Basic 

a) central ban~ money 
t,) t,ase money . 
c) high powered money 
a) . all the above 

a) Money is deemed as something 
held by the public and therefore 
only currency held by the public 
is included in money supply. 

b) Money is deemed as something 
held by the public and therefore 
inter-bank deposits are included 
in money supply. 

c) Since inter-bank deposi t s are not 
held by the public, therefore 
inter-bank deposits are ex.eluded 
from the measure of money 
supply. 

d) Both (a) and (c) above. 

a) currency in circulation + demand 
deposits of ban ks (Current and s . 
aving accounts) + Other 

b) ~eposits ":'ith the RBI. 
1 /rre~cy tn ,}:irculation + Bankers 

epos1ts \ \A/1th the RBI + Other 
C) deposits'\ ,:,. (th the RBI. 

cur .,· . 
,1 rency tn ,circulation + demand 1..1ep . 
cl B.:~~ts of ban ~s + Other 

cf) c~~if !}S 'VI: i th. the RB I. 
·ahcf e,r,_cy in circulation + demand 
0th , ttl'Yle deposits of ban~s + 

' :. er deposits with the RBI. 

Chapter 8 

, a) . currency anct . . 
People • . ·· · coms With he 

. ban~s · .. ~Ll~~~;n~n d~ . of 

. accounts)+ oth A ~. •L avmg 
RBI. er t.te~Qst~- of the 

b) -~ °'~. 
currency and ¢oi . s"\ . . . 
people + d "', ·,,,. .!1 {t _Wtth the 
deposits ,of b~l~"dlft and time 
5 . ,,,,:,,.,, ,,·:, (Current and 

avtng accounts}~+: other "'epo'• s,·ts of the RBI. .,... · t.t · 

c) curre~c~&.i~,;<? 'tliation + Bankers' 
depostts '\~ _1th the RBI + Other 
deposits with the RBI 

d) none of trye. -~bove 

a) empowered to issue currency to 
f ·any extent by keeping an 

equivalent reserve of gold and 
foreign securities. 

b) empowered to issue currency to 
any extent by keeping only a 
certain minimum reserve of gold 
and foreign securities. 

c) empowered to issue currency in 
proportion to the reserve money 
by keeping only a minimum 
reserve of gold and foreign 
securities. 

d) empowered to issue currency to 
any extent by keeping a :~serve 
of gold and foreign securities to 
the extent of, 350 crores 

) the Reserve Ban~ of India 
~) the central bank of the country 
c) the Bank of England 
d) the Federal Reserve 

Ehro l[ . 
th MVSIR' . --- s CA Foundation & CA Inter classes from- www.ult1mateca.com 

CA Mohnish Vora (MVSIR) 
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.1 

a) the decision of the central ban~ 
based on the authority conferred 
on it. 

b) the decision of the central ban~ 
and the supply responses of the 
commercial ban~in9 system. 

c) the decision of the central ban~ 
in respect of hi9h powered 
money. 

d) both a) and c) above. 

g 

ICAI SM 

Banks in the country are 
required to maintain c.(~posits 
with the central bank 

a) to provide the necessary reserves 
for the functioning of the central 
ban~ 

b) to meet the demand for money 
by the ban~ing system 

c) to meet the central ban~ 
prescribed reserve requirements 
and to - meet settlement 
obligations., 

d) to ~eet the money needs for the 
day , to day wor~ing of the 
commercial ban~s 

A Mohnish Vora (MVSIR) 

a) the to~al supp(y ... . oft l'lOtriin 
money ,n the ecot:,oti,y will va 
directly with the,_ s~pply of th~ 
nominal hig~,.::.P~!Afered • mot1ey 
issued by t~e ·ce11tr'al banR 

b) the total . :~ue ply of nominal 
money i~ :th~ economy will vary 
directly with the rate of interest 
and inversely with reserve money 

c) the total ·:· supply of nominal 
money in the economy will vary 
inversely with the supply of high 
powered money 

d) all the above are possible 

10 
/',' ·), ,,.:;,~;:,,:,··~ .,, ~,,,. &,, ,, . 

Under the fractional ·.· reserve 
system 

a) the money supply is an 
increasing function of reserve 
money (or high powered money) 
and the money multiplier. 

b) the money supply is an 
decreasing function of reserve 
money (or high powered money) 
and the money multiplier. 

c) the money supply is an 
increasing function of reserv) 
money (or high powered i:noneYf 
and a decreasing function ° 
money multiplier. he 

d) none of the above as t 1 determinants of money SLIPP Y 
are different 

www.mvsir.in · 
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New MCQs by MVSIR 

a) Domestic Trade 

d) 

b) Regional Trade 

2 

UNIT 

is the exchange of goods 
and services as well as resources 

between countries and involves 
transactions between residents 
of different countries. 

c) International Trade 
All of the above 

which of the following is an 
argument against international 
trade ? 

a) Facilitates economic efficiency & 
contributes to economic growth 
and rising hcomes. 

b) Exports stimulate 
growth by creating jobs 

MCQ Compiler 

c) Reduction in domestic monopoly 
d) Usage tabor-saving 

decrease technologies wiil 
of 

a) Domestic 

demand for unskilled wor kers 

economic 

Which of the following is an 
in argument support of 

international trade? 

c) Trade 

Companies get 
performed by financially stronger 
transnational companies. 

strengthens 

Out 

b) Excessive stress on exports and 
profit-driven exhaustion 
natural resoUrces due 
unsustainable production 
consumption leads 

of 
to 

and 
to 

bonds 
between nations, thus promotes 
harmony and cooperation 

d) Trade may breed rivalry among 
COUntries on accoUnt of severe 

cOmpetition 

4 

CA Mohnish /ora (MVSIR) 

a) Mercantilists' 
International Trade 

In which theory of international 
trade is based on maximizing 
exports to bring in more 
"specie" (precious metals) and 
minimizing imports through the 
state imposing very high tariffs 
on foreign goods? 

Advantage 

b) Theory of Absolute Advantage 
of c) Theory Comparative 

6 

a) Mercantilists' 

d) Heckscher-Ohlin Theory of Trade 

Chapter 9 

International Trade 

In which theory, international 
trade is a 'zero-sum game', 
with winners who win, does so 

only at the expense of losers 
and one country's gain is equal 
to another country's loss? 

View 

a) Mercantilists' 

b) Theory of Absolute Advantage 
c) Theory of Comparative Adv. 
d) Heckscher-Ohlin Theory of Trade 

International Trade 

View 

Which theory of international 
trade is given by Adam Smith? 

a) Mercantilists' 
International Trade 

of 

View 

of 

b) Theory of Absolute Advantage 

c) Theory of Comparative Adv. 
d) Heckscher-Ohlin Theory of Trade 

View 

In which theory of international 
trade, exchange of goods 
between two countries will take 

two place only if each of 
countries Can produce one 

commodity at an absolutely 
lower production cost than the 

other country 

of 

www. Mvsir.in 

of 

b) Theory of Absolute Advantage 
c) Theory of Comparative Adv. 
d) Heckscher-Ohlin Theory of Trade 

Enroll in MVSIR's CA Foundation & CA Inter classes from- wwW.ultimateca.com 
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a) Mercantilists' 
International Trade 

As per which theory, mutually 
gainful trade is not possible 

b) Theory of Absolute Advantage 
c) Theory of Comparative Adv. 
d) Heckscher-ohlin Theory of Trade 

The table below showS number of 
labour hours required to produce 
wheat and cloth in twO countries X 

and Y 

1 unit of 
cloth 

1 unit of 
wheat 

a) 4.00 

10 

b) 0.4o 
c) 0.50 
d) 0.25 

Answer the following MCQs 9 to 12 
using above table 

11 

a) 1.00 
b) 2.50 

What is productivity of labour 
of country X in producing cloth 

c) 0.40 
d) 0.50 

4 

MCQ Compiler 

View 

2 

a) Country X 

What is productivity of labour 
of country Y in producing wheat 

b) Country Y 
c) Both X & Y 

of 

1.0 

2.5 

d) None of the above 

Which country has absolute 
advantage in the production of 

wheat? 

12 

CA Mohnish Vora (MVSIR) 

Which country shall specialize in production of cloth & export it? 

a) Country X 
b) Country Y 
c) Both X & Y 

B 

d) None of the above 

The table below showNS the output of wheat and Rice by using one 

Wheat 

(Quintal /hour) 

Rice 

(Quinta/hour) 

a) 10.00 
b) 0.10 
c) 0.20 
d) 5.00 

Answer the following MCQS 13 & 14 
using above table 

a) Country A 

Chapter & 

COtes CountryB 
10 

What is productivity of labour 
of country B in producing rice 

b) Country B 

n 

c) Both A & B 

5 

which country has an absolute 
advantage over other country in 
production of wheat ? 

5 

d) None of the above 

10 

Countries Rose Land and Daisy land 
have a total of 4000 hours each of 
labour available each day to produce 
shirts and trousers. Both countries 
use equal number of hours on each 
good each day. Rose Land produces 
800 shirts and 500 trousers per day 

Daisy land produces 500 shirts and 
250 trousers per day. 

Answer the following MCQS 15 to 
using above table. 

Enroll in MVSIR's CAFoundation & CA Inter classes fron- www.ultimateca 

wWw.mvsir.in 
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15 

a) Rose Land 
b) Daisy Land 

Which 

16 

) Both Rose Land & Daisy Land 

)None of the above 

b) Daisy Land 

17 

advantage in producing shirts ? 

Whichcountry has absolute 
advantage in producing trousers 

a) Rose Land 

c) Both Rose Land & Daisy Land 

d) None of the above 

a) Trousers 
b) Shirts 

18 

c) Both shirts & trousers 
d) None of the abOve 

country has 

As per theory of comparative 
advantage, daisy land should 
specialize in production and 

Countries China & India have a total 
of 6000 hours each of labour available 

each day to produce shirts and 

trousers. Both countries use equal 
number of hours on eacn good each 
day. China produces 1000 shirts and 
300 trousers per day. dia produces 
300 shirts and 200 trcusers er day. 
Answer the following MCQS 18 && 19 
using above table. 

a) India 

19 

b) China 

MCQ Compiler 

absolute 

Which country has comparative 
advantage in producing Shirts? 

c) Both India & China d) None of thne above 

a) 0.30 
b) 3.33 

What is opportunity cost of 
shirts in terms of wheat 
India? 

c) 0.67 
d) 1.50 

in 

20 

CA Mohnish Vora (MVSIR) 

a) Mercantilists' 

21 

A country tends to specialize in 
the export of a commodity 
whose production requires 
intensive use of its abundant 
resources 

International Trade 
b) Theory of Absolute Advantage 

c) Theory of Comparative Adv. 
d) Heckscher-Ohlin Theory of Trade 

22. 

a) the overall availability of usable 
resources 

23 

b) the overall level of production 
c) Absolute advantage 

Factor endowment refers to 
in acountry 

d) Comparative advantage 

d) None of the above 

24 

Chapter 8 

a) Labour abundant country 
b) Capital abundant country 
c) Both a & b 

View 

AS per Heckscher-Ohlin Theory 
of Trade, which country shall 
produce and export capital 
intensive goods? 

a) Adam Smith 
b) Haberler 
c) Paul Krugman 

Who gave the 
comparative advantage? 

d) David Ricardo 

a) Mercantilists' 
International Trade 

Advantage 

of 

of 

theory 

Which of the following is a two 
factor model? 

b) Theory of Absolute Advantage 

c) Theory 

View 

of 

of 

Comparative 

WiWw. mvsir. in 

d) Heckscher-Ohlin Theory of Trade 

Enroll in MVSIR'S CA Foundation & CA Inter classes from- www.ultimateca.com 
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25 

a) Modern Theory of Trade 

b) Theory of Absolute Advantage 

c) Theory 
Advantage 

d) Both b & c 

26 

Which theory consides labour 
as sole factor of production? 

a) Mercantilists' 
International Trade 

a) Adam Smith 
b) Haberler 

Which theory is based on labour 
theory of value 

b) New Trade Theory 
c) Theory of Comparative Adv. 
d) Heckscher-Ohlin Theory of Trade 

c) Paul Krugman 

27 Who gave the new trade theory? 

d) David Ricardo 

1 

of 

2 

3 

5 

Making pdfs, photocopy, xerox, 
sharing or selling MVSIR's books is 

not allowed. It will lead to strict 
legal action with monetary 

penalties. Anyone even if found with 
such things will be immediately 

penalized without any prior notice. 

D 

A 

A 

MCQ Compiler 

7 

9 

Comparative 

10 

View 

B 

A 

D 

C 

of 

11 

12 

13 

14 

15 

A 

ANSWER KEY - Chapter 9 - New MCQs by MVSIR (Unit 1) 

B 

A 

A 

A 

28 

CA Monish Vora (MVs!R) 

a) Economies of Scale 
b) Network Effects 

29 

c) Lower opportunity cost 
d) Both a & b 

a) Economies of Scale 
b) Network Effects 

30 

According to NTT, 
concepts give advantages to countries that import goods to compete with products from tho home country 

c) Lower opportunity cost 
d) Both a & b 

a) Adam Smith 
b) Haberler 

c) Paul Krugman 
d) David Ricardo 

16 

refer to the way one person's value for a good or 
service is affected by its value to others The value is enhanced as number of individuals usina 
it increases 

17 

18 

Also join Telegram Channel of MVSIR 
for regular updates- @camvsir 

19 

20 

Who wrote ln Praise of Cheap 
Labor" in 1997? 

A 

B 

B 

C 

D 

21 

22 

23 

24 

Chapter8 

25 

A 

B 

D 

D 

two key 

D 

www. mvsir. in 

26 

27 

28 

29 

30 

C 

D 
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a) Protectionism 

2 

b) International Trade 

UNIT 2 

refers to opening up of 
domestic markets to goods and 
services from the rest of the 

world by bringing down trade 
barriers 

c) Trade Liberalisation 
d) Free Trade 

3 

a) Protectionism 

is a state policy aimed 
to protect domestic producers 
against foreign competition 
through the use of tariffs, 
quotas and non-tariff trade 

policy instruments 

b) International Trade 
c) Trade Liberalisation 
d) Free Trade 

Under buyers and sellers 
from separate economies 

voluntarily trade with minimum 
of state interference 

a) Protectionism 
b) International Trade 
c) Trade Liberalisation 
d) Free Trade 

MCQ Compiler 

encompasses 
instruments that governments 

may use to romote or restrict imports and exports 
a) Protectionism 

b) Trade Policy 
c) Trade Liberalisation 

d) Free Trade 

all 

5 

CA Mohnish Vora (MVSIR} 

a) Embargo 

6 

b) Voluntary Export Restraint 
c) International Tax 
d) Tariffs 

is defined as financial 
charge in the form of a tax, 
imposed at the border on goods 
going from one country to 
another. They are most visible 
and universally usedtrade 
medsures 

a) Ad Valoren Tariff 

7 

b) Compound Tariff 

is a fixed amount of money 

c) Mixed Tariff 

per physical unit or according to 
the wei�ht or measurement of 
the commodity imported or 
exported 

d) Specific Tariff 

8 

d) 

a) Ad Valorem Tariff 
b) Compound Tariff 
c) Mixed Tariff 
d) Specific Tariff 

is a tariff where duty is 
levied as fixed percentage of 
value of traded commodity. 

Chapter 9 

a) Technical Tariff 
b) Compound Tariff 
c) Mixed Tariff 

is calculated by adding up 
specific duty to an ad 

Specific Tariff 

Calculate compound tariff if 
Specific Tariff (ts)= Rs 100/unit 
Qty imported= 4,500 units 
Price = Rs 50/unit 
Ad valorem tariff= 69% 

a) Rs 4,650 
b) Rs 4,50,000 

c) Rs 4,63,500 
d) Rs 27,000 

Enroll in MVSIR'S CA Foundation & CA lnter classes from-www.ultimateca.com 

www. mvsir.in 9.5 

valorem duty. 



CA Foundation 

New Syliabus 

10 

a) Variable Tariff 
b) Technical Tariff 

c) Escalated Tariff 
d) Preferential Tariff 

is calculated on the basis 

of the specific contents of the 

imported goods i.e. duties are 

payable by its components or 
related items 

a) Variable Tariff 
b) Bound Tariff 

is a duty typically fixed to 
bring the price of an imported 
Commodity up to level of the 
domestic support price for the 

commodity 

c) MFN Tariff 

12 

d) Preferential Tariff 

a) Countervailing duties 
b) Bound Tariff 

13 

is a tariff It is set so high 
that no imports can enter 

c) Prohibitive Tariff 
d) Preferential Tariff 

MCQ Compiler 

In case of 
binds itself with legal 
commitment not to raise tariff 

rate above a certain level 
(maximum level of import duty). A member is always free 
to impose a tariff that is lower 
than this level 

a) Countervailing duties 
b) Bound Tariff 

c) MEN Tariff 

a WTO member 

d) Preferential Tariff 

14 

CA Mohnish Vora (MVSIR) 

Countries affected by 'unfatr 

a) Tariffs as Response 
Distortions 

foreign-trade practices, get 

15 

back quickly by measures in 
form of tariff responses to 
offset the distortion 

to Trade 

b) "trigger-price" mechanisms 
c) Prohibitive Tariff 
d) Both a & b 

Dumping OCCurs when 

manufacturers sell goods in a 

a) below the sales prices in their 
domestic market 

b) below their full average cost of 
the product 

c) below the variable cost of the 
product 

d) Both a & b 

17 

Chapter 9 

a domestic govt 
is a protectionist tariff that 

irmports that it 

a) Countervailing duties 
b) Escaiated Tariff 

i priced below fair market value 

c) Prohibitive Tariff 
d) Anti-dumping duty 

on 

imposes on 
believes are 

A 4% tariff on imbort of cloth 

(raw materiat) and a 12% tariff 
shirt of import 

(manufactured good), is an 

a) Variable Tariff 
b) Technical Tariff 
c) Escalated Tariff 
d) Preferential Tariff 

Making pdfs, photocopy, xerox 

sharing or selling MVSIR's books is not 

allowed. It will lead to strict legal 

action with monetary benalties. 

things will be immediately 
penalized 

Without any prior notice. 
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a) Variable Tariff 
b) Technical Tariff 
c) Countervailing duties 
d) Anti-Dumping Tariff 

19 

is charged in an mporting 
country to offset advantage that exporters get from 

subsidies (from their govt.) to 
ensure fair pricing of imported 

and thus protecting goods 

a) Rs 20,00,000 
b) Rs 150 
c) Rs 300 

Assume that Rs 0.15/unit 
specific tariff is levied by the 

government on every sunglass 
which is imported into India, 
and if 2000 sunglasses are 
imported and price of each 
sunglass is Rs 1000/-, then find 
out the amount of total tariff 

collected revenue the by 
government? 

d) Rs 3,00,000 

Average Cost 

for 
Price per Unit 

domestic Sales 

20 

Price charged 

Whichof 

30.5 

country D? a) Only A 

31.2 

31.9 

b) A & B c) A, B & C d) B& C 

29.4 

MCQ Compiler 

31.1 

30.6 

As per the above table answer the 
MCQS 20 & 21 

30.9 

30.9 

30.6 

three exporters engage 
Anti-competitive act in the international market while Pricing its export of good X to 

21 

VCA Mohnish Vora (MVSIR) 

a) Country 

b) Country 

22 

Advise remedy available 
country D in above case? 

countervailing duty 

a) Germany 

23 

D 

c) Country D can charge Escalated 
Tariff 

d) Country D can charge Technical 
Tariff 

b) Germany 

D Can charge anti 

dumping-duty 

d) 

24 

Can 

What do you think the 
implications on trade will be if 
India pays an export subsidy of 
Rs 500 /- on every pair of cotton 

trousers exported by it to 
Germay 

countervailing duty 

Tariff 

Chapter 9 

Can 

Can 

a) Variable Tariff 
b) Tariff Rate Quota 
c) Applied duties 

for 

dumping-duty 
c) Germany can charge Escalated 

charge 

d) Germany can charge Preferenatial 
Tariff 

Preferential Tariff 

charge 

charge anti 

combines two policy 
instruments: quotas and tariffs. 
Imports entering under specified 
quota portion are subject to 
lower or zero tariff rate. 
Imports above quantitative 
threshold face a higher tariff 

Which of the following is not an 
effect of tariffs 

a) Create obstacles to trade, 

decrease imports & exports 
b) DisCourages dOmestic consumers 

from buying imported goods 

www. mvsir.in 

c) Tariffs decrease goverhment 
revenues of importing country 

d) Domestic Consmers get more 
consumer surpluS 

Enroll in MVSIR'S CA Foundation & CA Interclasses fromn- wwW.ultimateca.com 
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25 

a) Variable Tariff 
b) Technical Tariff 

are policy medsures, 
other than ordinary customs 
tariffs, that can potentially 
have an economic effect on 
international trade in goods, 
changing quantities traded, or 

c) Non-tariff measures 
d) Anti-Dumping Tariff 

26 

Assertion A): NTMS are not the 
same as non-tariff barriers 
Reason (R): Non-tariff barriers 
are discriminatory non-tariff 
measures imposed 

governments to favour domestic 
over foreign suppliers 

Choose the correct option 

27 

a) Assertion is true, and R is the 
correct explanation of it 

MCQ Compiler 

b) Assertion is false, and R is the 
correct explanation off it 

c) Assertion is false, but R is not 
the correct explanation of it 

d) Assertion is true, but R is the 
Correct explanation of it 

are applied to protect 
human, animal or plant life 
from risks arising from 
additives, pests, etc. or disease 

causing organisms and to 

a) Technical Barriers To Trade 
b) Standards 

Regulations 

by 

and 

Measures 
d) Non-technical Measures 

c) Sanitary & Phytosanitary (SPS) 

Technical 

28 
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a) Technical Barriers To Trade 
b) Standards and 

29 

Prohibition of import of poultry 
from countries affected by avia 

flu, is an example of 

c) Sanitary & Phytosanitary (sps) 
Regulations 

d) Non-technical Measures 
Measures 

30 

a) Technical Barriers To Trade 
b) Standards and 

covers both food and non 
food products refer to 
mandatory Standards and 
Technical Regulations define 

specific characteristics that 
product should have, like size, 

design, packaging, etc 

Regulations 

31 

Chapter 9 

c) Sanitary & Phytosanitary (SPS) 
Measures 

d) Non-technical Measures 

Food laws, quality standards, 
industrial standards, organic 
certification, eco-labelling, and 
marketing and label 
requirements- are examples of 

a) Technical Barriers To Trade 
b) Standards and 

Regulations 

Measures 
c) Sanitary & Phytosanitary (SPS) 

d) Non-technical Measures 

a) Import Quota 

Technical 

b) Binding Quota 

are set below the free trade 

tevel of imports and are usually 
enforced by issuing licenses. 

c) Non-binding Quota 
d) Price Control Measures 

Technical 

Enroll in MVSIR's CA Foundation & CA Inter classes from-
www.ultimateca.cOm 

www.mvsir.in 
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prices or both 

protect biodiversity 

Technical 
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32 

) Financial Measures 

b) Price Control Measures 
c) Distribution Restrictions 

d) Trade-Related 

33 

Requirement to use certain 
minimum levels of locally 
made components, 

the level of Restricting 
imported components 

These are examples of 

Measures 

a) Embargos 
b) Safeguard Measures 
c) Distribution Restrictions 

is a total ban imposed by 
government on import or export 

Some commodities of 
particular country for 
specified period 

1 

d) Administrative Procedures 

2 

3 

Making pdfs, photocoRY, xerOX, 
sharing or selling s4NR's books 

is not allowed:twdlead to 
strict legal action wth nonetary 

penalties. Anyoneeveif found 
with such things will be 
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C 
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12 

13 

14 

15 
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A 

B 

D 

16 

17 

18 

19 

20 

34 
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a) Ban on eXports 
b) Export Taxes 
c) Export Subsidies & Incentives 
d) Voluntary Export Restraint 

is a refer to a type of 
informal quota administered by 
an exporting countrý voluntarily 
restraining the quantity of 
goods that can be exported out 
of that country durtng 
specified periodof time 

Also join Telegram Channel of MVSIR 

for regular updates- @camvsir 
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New MCQs by MVSIR 

c) Regional 
Agreements 

2 

UNIT 3 

a) unilateral trade agreements 
b) Customs union 

Generalized System 

d) Bilateral Agreements 

3 

a) Free-trade ared 
b) Customs union 

c) Regional 
Agreements 

Preferential Trade 

is group of countries that 
eliminate all tariffs on trade 
among themselves but maintain 
a common external tariff on 
trade with countries outside the 
group 

d) Common Market 

a) Trading Bloc 

MCQ Compiler 

Preferential Trade 

has a group of countries 
that have a free trade 
agreement between themselves 
and may apply a common 
external tariff to other 

b) Customs union 
c) Regional 

Agreements 
d) Common Market 

a) Trading Bloc 

of 

Preferential Trade 

is a type of RTA which 
provides for free flow of output 
and of factors of production by 
reducing or eliminating internal 
tariffs on.goods and by creating 
a common set of external 

b) Customs union 
c) Economic and Monetary Union 
d) Common Market 

CA Mohnish Vora (MVSIR) 

a) international investments had expanded substantially 
b) intellectual property rightS and trade in services were not 

6 

GATT lost its relevance by the 1980s because 

c) world 

b) 
c) 

cOvered 

d) All of the above 

a) July 1, 1998 

increased by leaps and bounds and was beyond its scope 

merchandise 

9 

April 15, 1994 
d) July 1, 1995 

marked the birth of the 
World Trade Organization (wTO) 

June 1, 1995 

Chapter 9 

a) world Bank 

is the only global 
international organization 
dealing with the rules of trade 

b) International Monetary Fund 
c) World Trade Organization (WTO) 
d) United Nations 

b) to provide 

which of the following is not 
the objective of WTO? 

a) to set and enforce rules for 
international trade 

trade 

a) One-tier 

WTO has a 
decision makin9 

further trade liberalization 
c) to resolve trade disputes 

d) to decrease the transparency 
decision-making processes 

b) Two-tier 

negotiating and monitoring 

c) Three-tier 
d) Four-tier 

forum for 

System of 

Enroll in MVSIR's CA Foundation & CA Inter classes from-
Www.ultimateca. 

www.mvsir.in 
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b) 

) Ministerial Conference 
General Council 

c) Trade Policy Review Body 

11 

a) 1 

d) Goods Council, Services Council 
and Intellectual Property (TRIPS) 
Council 

b) 2 
c) 4 

The WTo's top-level decision 
making body is the 

d) 5 

which can take decisions on al 
matters under any of the 
multilateral trade agreements 

12 

The Ministerial Conference 
meets at least once every 
years. 

As per 
locally produced goods should be 
treated equally - at least after 
the foreign goods have entered 
the market. 

MCQ Compiler 

a) Most-favoured-nation Principle 
b) National Treatment Principle c) Principle of Predictability d) Principle of Freer trade 

1 

imported and 

Also join Telegram Ch£nnel of MVSIR for regular updates @camvsir 

A 

B 

A 

D 

D 

7 

10 

13 

ANSWER KEY- Chapter 9 - New MCQS by MVSIR (Unit 3) 

CA Mohnish Vora (MVSIR) 

14 

a) Most-favoured-nation Principle 
b) National Treatment Principle c) Principle of Predictability d) Principle of Freer trade 

a) Argentina 
b) Mexico 
c) Italy 
d) Afghanistan 

As per if a country grants someone a special favour (such as a lower customs duty rate for one of their products) then that country has to do the same for all other WTO members. 

D 

Making pdfs, photocopy, xerox, 
sharing or selling MVSIR's books 

is not allowed. It will lead to 
strict legal action with monetary 

penalties. Anyone even if found 
with such things will be 

immediately penalized without 
any prior notice. 
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Chapter 9 
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2 

New MCQs by MVSIR 

In a governments and 
central banks do not participate 
in the market for foreign 
exchange 

a) floating exchange rate regime 
b) fixed exchange rate regime 
c) flexible exchange rate regime 
d) Both a & c 

UNIT 4 

Difficulty with 

a) Because it is unpredictable 

4 

MCQ Compiler 

b) Because it makes international 
transactions riskier 

d) All of the above 

c) Because it increases the cost of 
doing business with other 
countries. 

free-floating 

c) Both a & b 

ln governments and 
central banks often seek to 
incredse or decrease their 
exchange rates by buying or 
selling their own currencies 

a) fixed exchange rate regime 
b) Managed float 

d) None of the above 

In a the ecchange rate 
between two currencies is set by 
government policy 

a) floating exchange rate regime 
b) fixed exchange rate regime 

c) flexible exchange rate regime 
d) Managed float 

5 

CA Mohnish Vora (MVsIR) 

a) Can 

Which of the following is not an advantage of fixed exchange rate regime? 

6 

greatly 
international 
Investment 

inflation. 

Chapter9 

b) Allows a Central bank 

government to pursue its own 
independent monetary policy 

c) imposes discipline on a country's 
monetary authority, thus leads 
to generate tower levels of 

trade 

d) Can enhance the credibility of 
the country's monetary-policy 

d) None of the above 

rgued to be efficient 
and highly transparent as the 
exchange rate is free to 
fluctuate in response to the 
supply of and demand 

a) fixed exchange rate regime 
b) flexible exchange rate regime 

c) Both a & b 

enhance 

What is greatest disadvantage 
of flexibie exchange rate regime 

and 

a) Allows exchange rate to be used 
as a policy tool 

b) No obligation to intervene in 

Currency markets 

a) Real Exchange Rate 

c) volatile exchange rates generate 
a lot of uncertainties 

d) central bank is not required to 
maintain a huge foreign 

is the rate at which a 

person can trade the currency of 

one country for the currency or 

another country 

b) Nominal Exchange Rate 
c) Flexible Exchange Rate 

d) Both a & b 
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) Real Exchange Rate 

h) Nominal Exchange Rate 
Flexible Exchange Rate 

d) Both a & b 

10 

Trade flows are affected by 
The person or firm buying 
another currency is interested in 
what can be bought with it. 

a) Real Exchange Rate 
b) Nominal Exchange Rate 
c) Flexible Exchange Rate 
d) Both a & b 

is the rate at which a 
person can trade the goods and 
services of one country for the 
goods and services of another 

11 Real exchange rate= 

a) Nominal exchange rate x [Foreign 
price index / Domestic price 
index] 

12 

b) Nominal 

MCQ Compiler 

exchange rate 
(Domestic price index x Foreign 

a) 35 

c) Nominal exchange rate 
[Domestic price index x Foreign 
price index] 

d) Nominal exchange 
(Domestic price index / Foreign 

b) 70 
c) 140 
d) 280 

X 

rate 

Assume that Rs. 7 is needed to 
buy one us dollar in foreign 
exchange market (i.e. the 
nominal exchange rate is Rs. 70/ 
Us $). Suppose that a price index of standardized basket of 
goods and services is Rs. 200 in India and us $ 100 in United States,find out the redl 
exchange rate? (Treat India as a domestic country and United States as a foreign country) 

X 

CA Mohnish Vora (MVSIR) 

13 

a) 54.07 
b) 60 

c) 58 
d) 68 

14 

The Nominal Exchange rate of India is Rs S6/ 1$, Price Index in India is 116 and Price Index in USA is 112. What will be the 
Real Exchange Rate of India? 

a) Real Exchange Rate 

15 

c) Fixed Exchange Rate 

is nominal 

b) Redl Effective Exchange Rate 
d) Nominal Exchange Rate 

16 

Chapter 9 

exchange rate (a measure of the 
value of adomestic currency againstt a weighted average of various foreign currencies) 
divided by a price deflator or 

a) Expensive, expensive 
b) Cheaper, cheaper 

d) 

c) Expensive, cheaper 
d) Cheaper, expensive 

17 

An increase in REER implies that 
exports becomne 
imports become 

effective 

a) Current Transactions 
b) Future transactions 

c) Spot Transaction 
Both a & C 

are contracts are agreed 
upon to buy or sell currencies 
for future delivery which are 
carried out in forward and/or 
futures markets 

and 

a) spot exchange rates 
b) forward exchange rates 
c) Nonminal exchange rate 
d) Real exchange rate 

Exchange rates prevailing for 
spot trading (for which 
settlement by and large takes 
two days) are called 

Enroll in MVSIR'S CA Foundation & CA Inter classes from- www.ultimateca.com 
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18 

a) Indian Rupee 
b) Us sterling (Pounds) 
c) Japanese Yen 
d) us Dollars 

19 

is considered as vehicle 

currency 

a) To purchase goods and services 
from another country 

b) for unilateral transfers such as 
gifts, awards, grants, donations 

or endowments 

20 

On the demand side, people 
desire foreign currency to 

c) to make investment income 
payments abroad 

d) All of the above 

MCQ Compiler 

21 

a) Demand & supply curves 
b) Production & Cost curves 
c) Both a & 

d) None of the above 

22 

The equilibrium 
exchange is determined by the 
interaction of the for a 

particular foreign currency 

rate 

a) Home-currency appreciation 
b) foreign-currency appreciation 
c) Home-currency depreciation 
d) Both b & c 

takes place when there is 
an increase in the home 
currency price of the foreign 
currency (or, alternatively, a 
decrease in the foreign currency 
price off the home currency) 

If the. Rupee dollar exchange 
rate in the month of Jan is $1 = 
Rs. 70 and Rs. 65 in June. This is 
an example of- (INR Home 

a) Home-currency appreciation 

of 

b) foreign-currency appreciation 
c) Home-currency depreciation 

d) Both a & b 

CA Mohnish Vora (MVSIR) 

is a deliberate downward adjustment in the value of a 
country's currency relative e 
another country's currency or 
group of currencies or standard 

a) Devaluation 
b) Appreciation 

23 

c) Revaluation 
d) Depreciation 

24 
An appreciation of 

a) Increases price of exports 

Chapter9 

c) Increases 

b) cause larger budget deficits and 
Worsen the current account of 
government 

25 

inflation 

COst 

d) greater incentives to introduce 
technological innovations to cut 

home 

the levels of 

Expiain the implications of the 
following on the exchange rate 
in foreign exchange market 
Merry Land's exports remained 
more or less stagnant in the 
years 2005-06 to 2016-17. 
However, due to heavy thrust 
on industrialization, import of 
machinery, raw materials, and 
components as well 

a) HOme-currency appreciation 
b) foreign-currency appreciatio 

C) Home-currency depreciation 
d) Both b & c 

Enroll in MVSIR'S CA Foundation & CA Inter classes from- www.ultimateca.c 
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associated services of different 
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26 

Investors in Australia perceive 
that the returns on investments 
in the Us would be much more 
[ucrative than elsewhere. AS a 
result there is a huge increase 
in demand for investments in us 
dollar denominated financial 

Sinvestments 

a) AUD will appreciate, and USD will 
appreciate 

Explain the implications of the 
following on the exchange rate 

b) AUD will depreciate, and USD will 
appreciate 

c) AUD will depreciate, and uSD will 
depreciate 

d) AUD will appreciate, and USD will 
depreciate 

Making pdfs, photocopyxeroX, 
sharing or selling MVSIR'S books 

1 

is not allowed. lt wi lead to 
strict legal action with monetary penalties. Anyone even if found 

with such things will be 
tmmediately penalized without 

any prior notice. 

w 

3 

D 

B 

B 

6 
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10 

MCQ Compiler 

B 

C 

B 

A 

A 

11 

12 

13 

14 

15 

D 

C 

C 

B 

C 

Also join Telegram Channel of MVSIR 
for regular updates- @camvsir 
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16 

17 

18 

19 

20 

B 

A 

D 

D 

A 

21 

22 

23 

24 

25 

D 

A 

A 

C 

Chapter 9 

D 

26 
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1 

a) Borrowings 

2 

New MCQs by MVSIR 

b) Foreign aid or assistance 

Loans from 
institutions like World Bank, 

c) Deposits from non-resident 

Indians 

3 

UNIT 5 

d) International Investments 

d) Deposits 
Indians 

are "all investments 

involving long-term relationship 
and reflecting a lasting interest 
and control of a resident entity 
in one economy in an enterprise 
resident in an economy other 
than that of the direct investor 

a) Foreign Portfolio Investment (FPI) 
b) Foreign Direct Investment (FDI) 

c) Both a & b 

a) 5% 
b) 10% 
c) 50% 

international 

of the target asset 

d) 51% 

MCQ Compiler 

from 

As per according to IMF manual 
on 'Balance of payments', FDI 
occurs through acquisition of 

more than of the shares 

the ordinary shares 

non-resident 

According to IMF and OECD 

definitions, makes it 
eligible to be categorized as 
foreign direct investment (FDI) 

a) the acquisition of at least 10% of 

d) Both a or b 

b) voting power in a public or 
private enterprise by non 

c) the acquisition of at least 51% of 
the ordinary shares 

5 

CA MOhnish Vora (MVSIR) 

a) Equity capital 
b) Reinvested earnings 

The components of FDI are 

c) Other direct capital in the fornm of intra company loans between 
direct investors 
enterprises) and 

6 

d) All of the above 
enterprises 

7 

The modes of FDl are 

a) opening of Overseas companies, 
b) including the establishment of 

subsidiaries or branches, 

d) All of the above 

c) creation of joint ventures on a 
cOntract basis 

a) Horizontal FDI 
b) Vertical FDI 

A cell phone service provider 
based in uSA, moving to India 
to provide the same service. 
This is an example of 

c) Congiomerate FDI 
d) TwO-way 

!VEStmentS 

Chapter 9 

a) Horizontal FDI 
b) Vertical FDI 

direct 

c) Conglomerate FDI 
d) Tw0-way FDI 

An automobile manufacturing 
company may acquire an 

interest in a foreign company 
that supplies parts or raw 

materials required for company. 
This is an example of 

a) Horizontal FDI 

(parent affiliate 

b) Vertical FDI 

IS one where an investor 

makes a foreign investment in a 

business unrelated to existing 
business in home country 

c) Conglomerate FDI 
d) Two-way FDI 

foreign 

Enrol in MVSIR's CA Foundation & CA Inter classes from-
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investments occur when 
industries are some 

advanced in one nation (Eg 
in 10 computer industry USA), 

while other industries are more 
efficient in other nations (Eg 
automobile industry in Japan). 

a) Horizontal FDI 
b) Vertical FDI 
c) Conglomerate FDI 
d) Two-way 

11 

investments 

b) Horizontal FDI 

12 

Is an example of 
a) Foreign Portfolio Investment 

c) Foreign Direct Investment 
d) Conglomerate FDI 

direct 

Deposit of funds in an Indian or 
a British bank by an Italian 

company. 

13 

b) Horizontal FDI 

14 

The purchase of bond 

Swiss company 
government by 
company based in France. 
Is an example of 

a) Foreign Portfolio investment 
C) Foreign Direct Investment a) Conglomerate FD! 

MCQ Compiler 

b) Horizontal FDI 

foreign 

a) Foreign Portfolio Investment 
C) Foreign Direct Investment a) Conglomerate FDI 

is not concerned with 
either manufacture of goods or with provision of services 

the Swiss 
citizen or 

more 

C) Both a & b 

b) Foreign Direct Investment 

involves creation physical assets 
a) Foreign Portfolio Investment 
a) None of the above 

(a 

of 

15 

VCA Mohnish Vora (MVSIR) 

a) Foreign Portfolio Investment b) Conglomerate FDI 

16 

c) Foreign Direct Investment d) Both a & C 

17 

a) Foreign Portfolio Investment b) Conglomerate FDI 
c) Foreign Direct Investment d) Both b & c 

b) 
c) 

d) 

is only short term interest and generally remain invested for short periods 

a) Foreign Portfolio Investment 
Foreign Direct Investment 

18 

is speculative in nature 

c) 
d) 

19 

Chapter 9 

is often accompanied by 
technology transfer 

Both a & b 
None of the abOve 

involves 
interest in 
control 

a) Foreign Portfolio Investment 
b) Foreign Direct Investment 

Both a & b 

abiding 
management and 

None of the above 

Under securities are held 
with significant degree of 
influence by the investor on the 
management of the enterprise 

a) Foreign Portfolio Investment 
b) Foreign Direct Investment 
c) Both a & b 
d) None of the abOve 
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20 

a) increasing 
national economies 

b) desire to 

21 

is not a reason for foreign 
direct investment 

reap economies of 
large-scale operation arising 

c) unstable political environment 
Overall and 

22 

favourable 
investment climate in the host 

country 
d) promoting optimal utilization of 

physical, human, financial and 
other resources 

a) infrastructure lags 
b) high rates of inflation 
c) unfavourable tax regime, 
d) All of the above 

is not a reason for foreign 
direct investment 

2 

interdependence 

a) Joint Venture 

3 

one 

b) Greenfield investment 

5 

c) Brownfield investment 
d) Both b & C 

is a form of FDI which 
makes use of the existing 
infrastructure by merging. 
acquiring or leasing, instead of 
developing a completely new 

A 

B 

B 

D 

MCQ Compiler 

D 

of 

6 

7 

10 

A 

C 

D 

11 

12 

13 

14 

15 

Which of the following is not a 
23 benefit of foreign direct 

ACA Mohnish Vora (MVSIR) 

a) Entry of foreign 

ANSWER KEY - Chapter 9 - New MCQs by MVSIR (Unit 4) 

24 

fosters competition and in the 
host country 

b) FDI can accelerate growth and 
foster economic development 

c) FDI for accentuates the already 
existing inconme inequalities in 
the host country 

investment ? 

d) FDI promotes relatively higher 
wages for skilled jobs. 

a) FDI flows to move towards 

regions or states which are well 
endowed n terms of natural 
resources and availability of 

infrastructure has the potential 
to accentuate regional disparity 

b) Inflow of foreign capital may 
Cause the domestic governments 

A 

slow down its efforts to 

Generate more domestic savings 
c) !ncreased cOmpetition resulting 

frorm the inflow of FDI facilitates 
weakening of the market power 
of domestic monopolies 

A 

d) The high growth of wages in 
foreign Corporations Can 

influence a similar escalation in 
the dOmestiC corporations which 
are not able to 

A 

B 

Which of the following is not a 
problem associated with foreign 
direct tnvestment ? 

A 

ncrease 

productivity 

16 

17 

Chapter 9 

18 

19 

enterprises 

with 

20 

B 

A 

B 

C 

COver 

growth 

21 

22 

23 

24 
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c) 

ICAI Extra MCQs 

a) Import Quotas 
b) Anti dumping duties 
c) Escalated tariffs 
d) embargos 

3 

following 
Which total ban 
measures on imposed by government 
import or export of some or al 

to particular commodities 
countrY or regions for 

specified or indeftnite period? 

a) Joint Venture 

the 
involve 

b) Brownfield Investment 
Greenfield investment 

d) Licensing 

of 

FOGCVidesh Limited has been 
incorporated by its parent 
entity ONGC for oil and gas 
acreages, involving exploration, 
development and production of 
oil ang gas outside India. Which 

type of foreign investment is it? 

4 

a) Enhance govern ment 

Depreciation of currency will : 

from import tax 

c) Reduce import of gold 
d) All of the above 

b) Increase trade competitiveness 

Free trade implies: 

MCQ Compiler 

a) No trade barriers: 

all 

theory 

b) Includes tariff barriers but no to 
non-tariff barriers. 

a) Modern theory of trade 

revenue 

c) Includes non-tariff barriers but 
no to tariff barriers. 

d) None of the above. 

Which theory considers bullion 
as a part of international trade? 

d) mercantilism 

b) Factor equalization theorem 
c) Conparative COst advantage 

CA Mohnish Vora (MVSIR) 

Countries with 
capital should focus on : 

a) Labour intensive goods 
b) Capital intensive goods 
c) Distribute between labour 

capital intensive goods 
d) A importing more machinery 

a) Free trade area 

8 

b) Custom union 
c) Trade bloc 
d) Regional 

agreements 

A group of countries that have a 
iree trade agreement between 
themselves and may apply a 
common external tariff 

a) Geneva 
b) MoscOW 
c) Italy 
d) France 

Chapter9 
abundance 

The secretariat of WTO is based 
in: 

10 

preferential 

c) MOre 

A country has a comparative 
advantage in producing a good 
if it can produce that good : 

a) At a lowver absolute cost than 

other countries 

b) At a higher absolute cost than 
other countries 

and 

efficiently than 

a) Zero sum game 

trade 

According to Adam 
International Trade is: 

COuntries 

d) More slowly than other cOuntries 

b) Non a zero sunm game 
c) All of the above 
d) None of the above 

iww.mvsir.in 
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Which of the following isnot 
one of the features of New 

Trade Theory by Paul Krugman? 

Countries which trade in similar 
aoods are natural trade partners 

labor theory of b) It is based on 
value 

11 

effect as means of 

engaging in international trade 
d) It focuseS more on economies of 

Scale 

c) NetWork 

12 

a) It is focused more on capital 
intensive methods of production. 

b) FDI promotes regional imbalance 
in the country. 

d) It fosters 

13 

Which of the following is not 
one of the disadvantages of 
Foreign Direct Investment 
India? 

c) The domestic industries will 
suffer as a result of anti 

14 

the hst country 

a) Wheat 
b) IT 

human capital 
formation and productivity in 

Which the of 
outside the WTO: 

c) Palm oil 

b 

d) E-cOmmerce 

MCQ Compiler 

a) Heckscher 
ohlin 

international trade Comparative COst 

theory 

Factor abundance is considered 
to be part of international trade 
in: 

in 

C) New trade theory 

following is 

theory of 

d) Factor equalization theorem 

advantage 

CA Mohnish Vora (MAVSIR) 

15 

a) Modern theory of trade 
b) Factor equalization theorem 

c) Comparative COst advantage 
theory 

16 

d) Absolute cost advantage theory 

17 

a) 

a) Increased choice for consuners 
b) Risk of dependence on imports 
c) Increased specialization 
d) None of the above 

b) 

The concept of opportunity cost 
is employed under: 

18 

Which of the following is a 
disadvantage of international 

trade? 

In 2020 united states, Mexxico 
and Canada formed an 
agreement named USMCA. 
Which of the following type of 
regional Trade agreement is 

Trading bloc 

c) Common market 
d) Customs union 

Free-trade area 

19 

Chapter 9 

a) 164 

The total member countries 

b) 171 
c) 169 
d) 161 

National Treatment Principle 
(NTP) says: 

a) Imported goods and domestic 
goods should be treated equally. 

b) Exported goods and imported 
goods should be treated equally. 

and c) Imported goods domestic 
should be treated goods 

differently. 
d) Internal trade is more important 

than international trade. 

Enroll in MVSIR's CA Foundation & CA Inter classes from- www.ultimateca.com 
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Prices of output of goods and 
20 prices of factors are equalized 

under? 

a) Modern theory of international 
trade 

b) Factor Equalization theorem 
c) New trade theory 
d) Absolute cost advantage theory 

21 

MCQ Compiler 

The central bank of a country is 
concerned about the high level 

of household debt and 
potential impact 

econony. Which the 
following actions can it take to 
address the issue? 

22 

a) Increase the reserve requirement 
ratio to reduce lending 

b) Decrease the reserve requirement 
ratio to increase lending 

c) Increase the interest rate on 

loans to discourage borrowing 
d) Decrease the interest rate on 

loans to encourage borrowing 

a) To 

on the 
of 

its 

India imposed Anti-dumping 
Duties on the imports of Steel 
and Aluminum from china. 
Which one of the following is 
not one of the reason for the 
Government of India to adopt 
this measure? 

protect the domestic 
industries and employment 

b) Overvaluation of export price by 
exporters 

a) European Union(Eu) 
b) North 

c) Undervaluation of export price by 
exporters 

d) A price discrimination 

Agreement (NAFTA) 

Which of, the following is an 
23 example ßf a preferential trade 

agreement? 

d) All of these 

American Free Trade 

by 

c) Trans-Pacific Partnership (TPP) 

24 
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a) Equity shares 
b) Compulsorily 

25 

Whichof 

d) 

26 

c) Redeemable preference share 
d) None of the above 

a) Economic union 

instrument is hot Ppl compliant instrument? 

b) Custom union 
c) Common narket 

All the above 

debentures 

27 

c) 
d) 

d) None of these 

Chapter 9 

Under which union they have or 
fotlow a common monetary 
policy and fiscal olicy: 

the following 

a) International trade tends to 
equalize the factor prices 
between the trading nations 

b) International trade tends to 

equalize the exchange rates 
c) Both a and b 

convertible 

According to Factor 
equalization theorem : 

a) High Financial Leverage 
b) Low-interest Rate 

Credit expansion 
All of the above 

What is the similarity between 
the Subprime Crisis and Greece 
Crisis? 

price 

Making pdfs, photocopy, xerox, 
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