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b. Name of the Subject: BANKING - VII
INDIAN BANKING AND CURRENCY SYSTEM
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2. Sketch neat and labelled diagram wherever necessary.
3. Figures to the right indicate full marks of the question.

4. All questions are compulsory. Student’s Signature

English Version [Max. Marks: 50]

Q.1  Answer multiple choice questions. 15

1. What is the rate at which the first grade promissory notes or the credit
above the approved security is termed?
(a) Rate of excess (b) Rate of reserve
(c) Rate of recurrence  (d) None of the above

2. When did the Reserve Bank of India pass the act for nationalization in

India?
(a) 1947 (b) 1948
(c) 1949 (d) 1950

3. In 1949, when the Reserve Bank of India transferred all the shares to the
name of the Government, how much compensation was paid to the
shareholders of one hundred rupees Per share?

(a) 118.00 (b) 118.10
(c) 118.20 (d) 118.25
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4. What does Reserve Bank of India use open market policy for?
(a) Keeping the prices of government securities stable
(b) Keeping the prices of government securities high
(c) Keeping prices of government securities low
(d) None of the above

5. What tools does Reserve Bank of India use for credit regulation?
(a) Quantitative instruments
(b) Qualitative instruments of regulation
(c) Ethical persuasion-settlement policy
(d) All of the given

6. InJuly 1989, what was the amount of cash reserves of the Reserve Bank

of India?
(@) 03% (b) 05%
(c) 10% (d) 15%

7. What are the disadvantages of Indian money market?
(a) Presence of unorganized sector
(b) Difference in interest rates
(c) Bothaand b
(d) Neither

8. Which of the following is a money market instrument?
(a) Promissory note (b) Exchange letters
(c) Commercial bills (d) All of the given

9. For how long can the Inter Bank Participation Certificate be issued in
the money market?
(a) 20 to 190 days (b) 30 to 190 days
(c) 20 to 180 days (d) 30 to 180 days

10. By which method are currency notes issued in India at present?
(a) Proportional reserve method (b) Minimum reserve method
(c) Bothaandb (d) Neither

11.On which was the last demonetisation done in India?

(a) 6, November, 2016  (b) 7, November, 2016
(c) 8, November, 2016  (d) September 2023
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12.Which of the following was not the main objective of the
Demonetization of 2016?
(a) For the purpose of curbing corruption prevailing in the nation
(b) To control crime money
(c) Aim to weed out black money held by people
(d) To control inflation

13. Keeping different exchange rates for import-export items is called which
type of exchange rate policy?
(a) Fixed exchange rate (b) Variable exchange rate
(c) Multiple exchange rates (d) fixed exchange rate

14.Which of the following is the factor responsible for non-performing

assets?
(@) Inappropriate technology (b) Lack of demand
(c) Natural calamities (d) All of the given

15.When is any property considered a non-performing asset? (March 2004)

(a) 80 days (b) 90 days
(c) 180 days (d) 182 days
Q.2 Answer in brief. (Write any 4 out of 8) 8

. List the functions of the farm credit department.

. What are the main components of the money market? Just name it.
. What is the minimum reserve system?

. What is capital market?

. State the steps taken by the Reserve Bank for clean note policy.

. Explain the meaning of the exchange rate.

. Point out the benefits of floating exchange rates.

. What is Qualitative Credit Control?

O NO Ol WODN B

Q.3 State the systematic functions of Reserve bank and explain credit to agriculture 13
and industrial sector.

OR

State the characteristics of the Indian money market and explain its drawbacks.
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Q.4 (A) Write short notes. (2 of 4) 8

1. Limitations of open market policy.
2. Minimum Reserve Method

3. Types of exchange rates

4. Remedies for NPA

(B) Give a reason. (2 of 4) 6

1.

Why is bank rate policy necessary as a quantitative tool of credit
control?

Is demonetization of major currency notes necessary in India?

Why did the Reserve Bank's exchange rate policy become important in
developed India?

How does NPA affect Indian banking development? Give a reason.
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