Question Bank
ECONOMICS

UNIT-VI (Money and Banking)
HYT—PHIVY (Assertion-Reason) (01 Mark)

Answer Options (3w fa&eq( (for all questions)
(A) Both A and R are true, and R is the correct explanation of A.

A 3R AT TEYE, 3R R, A T TE ATEAT R |
(B) Both A and R are true, but R is not the correct explanation of A.
A 3R GIAT TET €, afehet R, A T TET carear AT g |
(C) A is true, but R is false.
ATEN g, AfhaT R ITTA B
(D) A is false, but R is true.
AT g, ifhel R T8 &

1. Assertion (A): Money acts as a medium of exchange, unit of account, store of value, and standard
of deferred payment.
®Y (A): HoT RAfAAT 1 A1egs, Joa AYS, Hod Afad S $T e vd T ufid

AT T Hlelh Bl g
Reason (R): Without money, the barter system would still be the most efficient way of
conducting transactions.

SROT (R): I Hearl o1 g1, Y a&] fafasr yomelr 319 off AF-C7 1 Fad Ferer lihr
g

2. Assertion (A): The supply of money includes currency held by the public and net demand
deposits held by commercial banks.

FYA (A): HaT H1 MY # Adsliarer €T FHel AR arfoifsas st 7 e AT ST

fAer gl gl
Reason (R): The Reserve Bank of India (RBI) directly controls the supply of money in the
economy.

FROT (R): ARAT Reid o (RBI) ey &1 3rdfegaear & Har 3qfd & @i aar
gl

3. Assertion (A): Commercial banks create money through the process of credit creation.

FUT (A): OIS S wr@ FaATor i gfthar qarr Fqar fFHor w8
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Reason (R): A bank can lend unlimited amounts of money without any constraints.

HROT (R): §& 3ANAT #7191 7 & 3R & T &, 30 W Fis gfaser 787 &

4 Assertion (A): The Reserve Bank of India acts as the sole authority in issuing currency notes

except for the one-rupee note and coins.

YT (A): TR RFd dF THAT AT § S Th 39T & sl 3R Bt &
JfaRea AW gl AT Ale ST e g, |

Reason (R): This helps in maintaining uniformity and controlling inflation in the economy.

FROT (R): 3T 3TeaeyT # Th&aal deif Tl ¢ AR Agedhifa @afd @ gl

5. Assertion (A): When the Reserve Bank increases the Cash Reserve Ratio (CRR), commercial

banks have less money to lend.

FYA (A): 9 HARAT RAT deh Fohe, HRTET HeIUTed (CRR) Tl &, o arforfsgeh
Sl & 9 3UR A & T S e gl gl

Reason (R): A higher CRR reduces the money supply in the economy, leading to a decrease in
inflationary pressures.

FROT (R): 359 CRR 3r¥egaedqr # #AeT Aqfd H H7 Har g, orad ehfdes gaa &
HAT 37T &

6. Assertion (A): The RBI sells government securities in the open market to increase money
supply.
FYA (A): RBIGA S6IR H ORI Fideqfcrdl s g diich Hal 3id §¢ Fh|
Reason (R): Selling securities reduces liquidity in the banking system, thereby controlling
inflation.

FROT (R): ST el @ Afeher gomel & Refar et 8, orad garehifa @Hama
gicr &1

7. Assertion (A):The reduction in the repo rate increases credit in the economy.

FYT (Assertion):XdT &I H FAT F 3IcTGTAT H FOT YdTg d&dT ¢l
Reason (R): A lower repo rate reduces the cost of borrowing for banks, which increases their capacity to
build credit.

FRUT (Reason):FHd I T H gl & AT IUR o Hr dETd "edr g, oad 3T
arg fAToT it &7 dar 93 SATdr gl

8. Assertion (A): Demand deposits in commercial banks are a part of the money supply.

FUT (A): A0TSR Sohl H AT FTAT Hol I 1 Teh 1T gl &
Reason (R): These deposits can be withdrawn at any time and are widely accepted as a means of
payment.
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FROT (R): 37 STATT T fohell oY G fAHTe ST Hehell § IR I§ AT 37 Th
Tdlehe ATEAH E

9 Assertion (A): An increase in money supply always leads to inflation.

FYA (A): Hol I H Fefr gAA HEHITA & Sied &l
Reason (R): Inflation occurs only when aggregate demand exceeds aggregate supply.

FROT (R): GBI T gIell § 519 AT AL, FHT 9 & 31T gielr g

10. Assertion (A): RBI increases the bank rate to control inflation.

FYA (A): RBI G &l T e & fAT da &7 dorar g
Reason (R): A higher bank rate makes borrowing costlier, reducing money supply and demand
in the economy.

FROT (R): 3Wh o e ¥ SUR oIl HEIM &1 A1 &, [Sad Har 3mgfed 3R &y
gedr gl

11. Assertion (A): The rise of digital payment systems has impacted the money supply.

FUe (A): f3fSieer spararer gomferdt & oot & Har 3 yanfad g3 &l
Reason (R): Digital payments increase the demand for cash in the economy.

FROT (R): fSToTeer 3aTarer 3rdegaear & wehel T AT &l Feld &

12. Assertion (A): Financial inclusion helps in expanding the formal money supply in the economy.

FYA (A): g FAME Irdegaeadr & aeier HaT YA H d6 H TS Bl
gl

Reason (R): More people having access to banking services increases deposits in commercial
banks.

W(R):Hﬁmahﬁaﬁéﬁﬁﬁmﬁﬁqgﬂmﬁaﬁ%aﬁéﬁﬁmﬂﬁr
gear &l

fafRga Sai¥lg 797 (One word/definite answer questions (01 Mark)

Which function of money eliminates the need for double coincidence of wants in a barter
system?

W 1 FlT @1 FF ag RfAwT yome # QB @A # AEaTEFAar B gATCT FIAT
27

What type of money has no intrinsic value but is accepted by law?

W Fi @ A A @ TEE F$ salE qew A @ ¥, afFT 5@ FEE
AT 9Ted gy &2
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10.

11.

12.

13.

14.

What is the primary measure of money supply in India, which includes currency with the public
and demand deposits of banks?

R H Hqa1 gt w1 wrafAE AvEs Fl @ g S Sear & g #r Aqer Ak
d&t & AT AT AnfAe g B2
Which component of money supply consists of cash reserves held by commercial banks?

HaT Myt 1 Hler @1 gew aifOrfoas 49T qarT @ ¢ Fwe IR o @
AT giar 82

What is the name of the process by which commercial banks create money through lending?
qiofSas 3% fr afar & ATead @ HOT YT FIF HaAT FT ol I 82
Which banking system allows the creation of money beyond the initial deposits?

e W AR wome WRAE T ¥ SR e P A R A

If the Reserve Ratio is increased by the central bank, what will be the effect on money supply?
(Increase/Decrease)

If Fr dF @R IRB Iqura Tor RAr sme, A Fqar Imqfet W FAr yae gsem
(F¢am/eream)

Which function of the central bank allows it to regulate the entire banking system?

F dF F1 i @1 FF 3§ Q@ IFHer goneh F FEBa F@ A aeAfa da
Which term is used for the central bank’s role as the last lender in case of a financial crisis?
Rt s 1 RUY F A dF H 30T o B qfFE B W Aw F T
ST 87

What is the name of the rate at which RBI lends to commercial banks for short-term liquidity
needs?

9% ST FIT Hgdla) ¢ O W dRANT Red &5 aiofSas dFf F1 sreawfas aadarn
N g Fart F AT Fwor AT

Which instrument of credit control is directly used by the central bank to buy and sell
government securities in the open market?

FT 3F @R gF TR A WEH afsfot @ wle ok I F e @
399T P S 9Tk 9@ ST 3USIOT FT ATH FAT &7

Which monetary policy instrument requires commercial banks to keep a certain percentage of
their net demand and time liabilities as reserves with RBI?

Fla @1 AltF Afa aroe afSas d6t #t sl qeu A7 3R Fww et @
v fAfaa gfdera 3Rf@T & w0 & IRAE & 99 WA F AT raeas s4Ear 2

Which rate is higher, Repo Rate or Reverse Repo Rate?

Fid @ @ F¥VF A & W @ I Nad W

Which tool of monetary policy is used by the central bank to absorb excess liquidity from the
banking system?

At NS &1 Fia a1 suFor Fh IF garr dfber gomeh F falea axear #
3N w & e swAhr fFar s §2
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15. If RBI reduces the CRR, what will be its impact on the credit creation ability of banks?
I 3RAIE AIRIR F gerar &, ar 6 A @ [AAOT &AW = gwT
q39m?

16. During a recession, which monetary policy measure should the RBI take to encourage economic
growth?

A & e, s e & Ncafed = & AT 3RS ) w9 91 7T
A I g afge?

17. A sharp increase in inflation has led RBI to change a key policy rate. Which rate is most likely to
be changed first?

Farehifa & da gefr F FROT IRAIE 7 vw gy AT @ F IRadT Fan =@
9gd 5T T & dcdrT fRar swem

18. A country is facing a severe financial crisis, and its central bank decides to increase money
supply. Which tool should it use?

% U R AT dwe F1 wmar #X e 8, AR suar FAT dF Aqer arqfd wew
&1 fAviT dar §1 3/ Fla A1 3UHIOT IUFRT FIAT TIRE?

19. Which tool should the RBI use to control excessive speculation in the stock market?

RN TR A IAWF Feears & AT & & v 3 & s ar
3YHIT IYANT HIAT ATRT?

20. Which credit control measure is most effective during periods of high inflation?

mwﬁﬁr#aﬁaaﬂamwﬁﬁwmmmm%

o’y Fcivlg g97 (Short answer questions 2 Marks)

1. What would happen if an economy completely stopped using money and returned to the barter
system? Explain with an example.

afE F$ srdegaear @ @E & W F1 37T 95 = & AR A F avg R
gl 7 sffe 3T aY 4T g U 36TE0T Aied AHHATSTI

2. "Money is a medium of exchange as well as a measure of value." Justify the statement.

'Fqa1 Rfaww &1 Areaw @ & wro-wy qew A A9 it g1 5 FYT F W

IR
3. Explain how the introduction of digital currency (like CBDC in India) affects the functions of
money.

Bfoea #a G sma & Aidhwd) & qeara qa F FET B F v w2
4. Differentiate between M1 and M2 measures of money supply.
HaT Arqfd F M1 AR M2 AT 7 HAX FoSe AT
5. Suppose the government increases the cash reserve ratio (CRR). How will this impact the money
supply in the economy?

5|Page



10.

11.

12.

13.

14.

15.

16.

17.

A AT fF TER g IRMWT I (CRR) 767 &t §1 50X Irdfeaaeadn & g0
3MYfel 9X FAT GHE TS

How does an increase in demand deposits in commercial banks affect the total money supply?
aiofSas d91 & AT @ (BATE Buifae) & gefr Fo 71 srqfcd H FF yenfad
A §?

"Commercial banks have the power to create money." Explain with the help of a numerical
example.

"qifoIfsa® dh1 A HaT Foil FIA T AP @1l §1" W T HEIAcAS IERA0T Fied

HHAATZCI
A bank has a total deposit of 10,000 crores, and the Reserve Bank of India has set the CRR at
10%. Calculate the amount of money the bank can lend out.

U dF F U FA FAT 210,000 FNF ¢, AR wRAT Rad dF T CRR 10% fAuiRa
Far 81 o Hifee & dF fraar mor § aFar #

Why does money creation by banks depend on the reserve ratio?

dt G@RT AT Yo AR Iqard W F4T fAsi wyar &

How does the Reserve Bank of India act as the banker to the government?

AR RTT dF TR & 3 & & & F@ &1 Far

Explain the role of the RBI as the lender of last resort.

AR Nerd d F "3faw aRor Hogar Fat Fer Sar 2

"The central bank has monopoly over issuing currency." Justify this statement with reference to
the RBI.

"HET dF P AG TN FR FT HIOFR G " $H FUT F ARAT Rod dF F
e # 3RT sEEl

If the RBI increases the bank rate, how will it affect lending by commercial banks?

Ifg s Rad d& dF a3 ag1 &ar &, af sue afsa® d91 garT Hor & W
FIT THTG IS

How does an increase in the Statutory Liquidity Ratio (SLR) affect the money supply?

durfare aerar IefaTa (SLR) 7 gef¥r #ar amqfd & F& wenfaa s @

Explain how the Reserve Bank of India uses open market operations to control inflation.

AR Rerd d8F g a9R aR=res (0MO) &7 39ahr Jgehifa & e & &
faw && a1

If the RBI reduces the repo rate, what impact will it have on the economy?

Ifg AR Rod dF 1T & F FH T a7 §, A FHHT JdcyaTyT W FAT IHIG
q39m?

A business owner wants to take a loan, but the reverse repo rate is high. How might this affect
his borrowing decision?

TH SYIURN HUT AT AIgdT &, dfhed Ray AT X 31w 81 I8 39F HUr o &
faotr &1 @ vanfRa X g&ar &
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18.

19.

20.

Ql.

Q2.

Q3.

Q4.

Q5.

Q6.

Q7.

Q8.

Differentiate between Repo Rate and Reverse Repo Rate.

Y 2T 3R Rad WY g7 & IR Tuse S

How does increasing the margin requirement help control speculative activities in the stock
market?

AT TGRIFAT do ¥ AW JoR A Feer Afafdftat & FEfla &= & Fa
Agg fAadt 82

If the RBI decreases the margin requirement for loans, what effect will it have on investment in
the economy?

I AT R dF =ot F AT A1fel 3maegsar #1 &7 & a1 &, @ ST
HATaTAT # AU W FAT 91T g3

oy Fi¥lg §o7 (Short answer questions (03 Marks)

How does money solve the problem of the "double coincidence of wants" in a barter system?
Explain with an example.

AT arg-fRAfawT yomel & "oy T A FHET B FH gT FIA 82 TF 3T
afga ¥ase

Why is money considered the most liquid asset? Explain with reference to its primary function.
T A Fa@ o IRAGR F4F AT S1ar 32 589F T4fAF FE F weEt A gHe|
Explain how money serves as a standard of deferred payment. Give an example.

HET $ TIPS IR FT AF F& A A1l 82 TF 3G 3

A farmer wants to sell wheat and buy a tractor. How does the use of money simplify this
transaction? Explain.

v e A den arean § 3 dae @lieen Gt ¥ A F1 I3ENT 5W A3
F HY WIS TATGT &7 GHAW

How do demand deposits in commercial banks contribute to the money supply? Explain with an
example.

aifofoas dat F @ 7 Fqar A I3rgft F F Areer & 32 wF 3O Afed
ATV

If the public withdraws a large amount of cash from banks, how will it affect the money supply?
Ife Sorar 41 § a9 AT F FFG FFTerdt 8 A wET Fqar it W FAT gorra
g3

Given that the money supply consists of both currency and demand deposits, what impact does
an increase in bank deposits have on the overall money supply?

o Fqar 3qfd & FaT R AT ST At anfAe & A dF st A gefer Fw aer
Hear Hrqfet 9T AT gaTE 93

Suppose the Reserve Bank of India (RBI) lowers the Cash Reserve Ratio (CRR). How will it
affect the money creation process?
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A AT F s Red 8F (RBI) 7% IR 39T (CRR) FY FH FIaT 2
SUST Hal Foldl TThAT T FIT G819 I

Q9. A bank receives a deposit of 10,000, and the reserve ratio is 20%. How much total money can
the bank create through the money multiplier process? Show calculations.

UH dF FY 10,000 FT AT wred gelr ¥, AR AR AT 20% §1 HT qoT qhHAT
& ATA § &% F fhaell qa1 GRAa T Fhar §2 v Ffed s

Q10. The Reserve Bank of India acts as a "lender of last resort." Explain its significance for the
banking system.

SR Red dF "3fa7 IeEr & ™ & FF Far &1 I8 fFar yoneh F AT
F4f Fgcaqor &7

QI11. Why is the Reserve Bank of India called the "Bank of Issue"? What impact does its control over
currency issuance have on the economy?

AT R 8% Y "Har T I aren dF F741 w1 S 2 Jar Aot wosws
fI=or &1 IdeaaEAT W FIAT IHIT 9SaT &7

QI12. A country is facing high inflation. What monetary policy measures can the central bank take to
control inflation? Explain.

UF U F 3T AGEHIA FT THAT FE1 95 @ 81 39 afa v & e &
dF Fla-a AlfgF suw FT FFwar &2 gASC

Q13. How does an increase in the Bank Rate affect credit creation in the economy?
dF & # ggfUr srdcaaw # W@ @AW F FE wenfdd s

Q14. Explain how changes in the Statutory Liquidity Ratio (SLR) impact the lending capacity of
commercial banks.

wifafts averar separa (SLR) # aRadsr aiftifsas dat #1 3ur & A awar &
¥ gonfaa T &2

QI15. The RBI decides to increase the Cash Reserve Ratio (CRR). How will this decision affect
commercial banks' ability to lend?

If& RBI e AR AT (CRR) dgi F1 faotyr aar 8, at swr aifofsas &t
$1 3YR o Y &TAAT I FIT HIG I39117

Q16. Suppose the RBI lowers the Repo Rate. How will it impact investment and economic growth?
A NfIT & RBIYAY &X & FXaT g1 0 faaer 3 anfds gefr w = wema
q39m?

Q17. How does an increase in Reverse Repo Rate help the RBI control excess liquidity in the
banking system?

Rad Wt & # g RBI# dfFer gomel # sfaRea avea & FEfa F@ & F4

G FIAT 87
Q18. The Reserve Bank of India adopts Open Market Operations (OMO). How does selling
government securities in the market influence money supply?
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R Rord dF gor aoiR A afpamst # srgerar 31 9 ag @ giasfaat
S9ar 8, at SHST AT Aqfd T FAT THE 39T

Q19. The RBI increases margin requirements for loans against stocks. How does this affect

speculative activities in the stock market?

Ife RBIRT & R%gy Hor & Qv A maeasansit N o §, a $6961 AW
IR # weer afafafat w Far yag gam

Q20. How can the RBI use Open Market Operations to manage inflation? Explain with an example.

RBI@d 919X $1 9fFanat &1 3qahr Feehiia & gafta & & Qv F@ =
THdT &2 T IS0 Aled THAT|

g Far¥lT Fo7 (Short answer questions (03 Marks)

Explain the significance of money in an economy. How does it overcome the limitations of
the barter system?

U @ HITIET F FAT Hewd £? Ig I [AHAT JOTell T WA A HE I

HAT 87
With the help of a diagram, explain the different functions of money in an economy.

T O T TgrIdr @ rdeyaedr A Hqor & AffesT wrf @ gEsnsv)

Money is considered as a medium of exchange, a unit of account, a store of value, and a
standard of deferred payment. Explain how these functions contribute to economic
stability.

Hel i &7 ATeg#, d@ichel & Fh1S, Hed &M SR, 3N TR $eTaTel & AT

HTAT ST &1 AT fF ¥ FR7 31 fRRrar & Fa Aeree o &

How do the currency held by the public and net demand deposits held by commercial
banks determine the money supply in an economy?

AESfaeh &9 @ UROT 6T 78 HaT 3R aifOifoge St & @ 718 eer AT SAT e
HIeTTEAT H & T A Al HE FURT A &2

Suppose the central bank increases the statutory liquidity ratio (SLR). How will this affect
the money supply in the economy? Explain with logic.

AT NAT & ST S Jeniares oReldl 39T (SLR) &Y SGTcl 81 T§ dfegaear #
Hl I o A FHIIAd HWM? dh Figd THSMSVI

A developing economy like India needs an optimal money supply. Discuss the role of
central banks in maintaining the appropriate money supply.

AR SHT Taenrareliel rdfegaear & gvedd Hal 3MYfcd T Iraegerdr giar &1 Farg
¥ $ fqfFE F FISe AT

Explain the process of credit creation by commercial banks using a numerical example.
aIfolfsTeh dehl CaRT AW Folel Sl FishaT Sl HEITcHS 3cT6I0T & AT HASSU|

If the Cash Reserve Ratio (CRR) is reduced by the central bank, what will be its impact on
money creation by commercial banks?
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10.

11.

12.

13.

14.

15.

e FT I Fhg HRMAT I (CRR) B HF T g, A afofsges dat ganrr
AT Fold W AT FAT JAT qgaTmr

How does the money multiplier work in the process of money creation? Explain with a
suitable illustration.

Hel FGolel I gfehar & Hel aoTeh FH FT FIAI %?wgdrd 3180 & IqTT HHSST|

The Reserve Bank of India plays the role of the '""Bank of Issue." Explain this function with
suitable examples.

AR Reld da "aile aeT do6" & yffh [Frar 81 58 S & 3ugFd 3eTel
afed aAzISVI

Discuss the role of the Reserve Bank of India as the banker to the government.

WHR & Sl & T #H ARAT Rord o6 $r e 9 ==r Hifav|

The Reserve Bank of India is called the 'lender of last resort.' Explain why this role is
crucial for financial stability.

AR Retd der 1 "3 IROT HUIGTAT" gl STl &1 Ig A fadg TR &
forT 4t Fgcaqur 87

How does the Reserve Bank of India control the credit supply in the economy using
quantitative instruments like Bank Rate, CRR, SLR, Repo Rate, and Reverse Repo Rate?

AT Rea s g 9R d& T, CRR, SLR, 3T T 31X Rad Wt eT 4 AFcdA+

3UROIT T 3TAT e FcTaeem & HoT 3mafd A IR e &

Explain how the Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR) influence
commercial banks' lending capacity.

sTehe, JRTEIT 37ATd (CRR) 3R qeMfAeh Reldl 34l (SLR) ATfOIfSaeh st hr Hor

e FT &THAT A FH JHIAT A 87

Ilustrate with a diagram how Open Market Operations (OMO) help in controlling
inflation.

Teh T & ATEIH F TOse KIS & gol IR A gihansit gerdhifa w Faid
FA H FY TgH 8 g
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Case Study based questions

Case Study 1:

Ravi is a farmer in a small village. Earlier, he used to barter wheat for other goods, but he often faced
difficulties. For example, when he needed a plow, the blacksmith was not interested in wheat but
wanted milk instead. When a bank opened in his village, he started using money for transactions,
making trade much easier.

Now, Ravi deposits his earnings in a savings account and withdraws cash when needed. He also takes
short-term loans from the bank for farming.

9 v oI @ M9 & AT gl 98 98 d(—g-ﬁ'ﬁﬂ'&' JUTTell (barter system) o HTEIH &
?ﬂé% el 3T aEqU TS AT T, dfehel 38 &S didelrgdl 3 di| 3eeor & fav,
mﬁ@ﬂﬁmemﬁ?ﬁzﬁ,ﬁmﬁﬁa?mﬁéﬁaﬁﬁﬂﬂaﬁmmﬁ
gy WIRT uT| Afehet 519 91g & doh Gelr, A T o AT 1 39AT Y& o, @ sgmar
AT 3T gl oI

31T A YT A F9d TTd A STAT FAT & 3R TS AT IS4 W Ahe ToAhreldr gl
dg Wdl & foIv 3reushifeled FOT (short-term loan) 87 ofdT gl

Questions / 9%T

1. (2 Marks/2 37%) Explain how money overcomes the difficulties of the barter system.
T (Money)aﬁ-ﬁﬁm quirell Y wfsaArsar 1 Fa X LA 8, FHASSC

2. (1 Mark/1 3eh) Identify two primary functions of money.
qAT & & W@ FEAT Y g4 F

3. (1 Mark/1 &) Which function of money allows Ravi to store wealth for future use?
aF Fie-ar ARE TR § o @ B aRrT & e GoRr @ A R g
e

4. (1 Mark/1 37%) What is meant by the term "medium of exchange"?
"RfaaT &1 AeaA" & 74T 3 B2

Case Study 2:

The Reserve Bank of India (RBI) releases data on money supply regularly. Recently, it was observed
that the total currency with the public increased significantly, while bank deposits remained stable.
Experts predict that such an increase may lead to inflation.

To regulate money supply, RBI can take various steps, including adjusting the Cash Reserve Ratio
(CRR) and Statutory Liquidity Ratio (SLR).
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AR Rord da (RBI) i@ &7 @ Fer 3nqfd @ F&fta Ser SRy &iar g1 grer & &
mw%m*wiﬁ'—l’ﬂa(currency)ﬁﬂ'tﬁl'agﬁgé’,dd%aﬁdd-llﬁ?ﬂa?-ﬂ'
&l %%WWW%%SH@?WW(inﬂation)a'c;m%'l

Hal A @HT et & 9T, #RAT Red o g JRTAT HquTd (CRR) 3R
dunfas oo AT (SLR) S8 faffiest 3917 & FeheTr &

Questions / 9T

1. (2 Marks/2 3[%) Explain how an increase in money supply can lead to inflation.
AT ARt F g AEEhifa F1 & wnfaa FT Gl ¢, FAST

2. (1 Mark/1 3T&) What are the two main components of money supply?
HaT AHqfd F &) AET UeH FIA-FIT F §2

3. (1 Mark/1 3Te) Define "Net Demand Deposits."
"y AT SATe” F aienfya

4. (1 Mark/1 3T%) Which institution regulates the supply of money in India?
aRa # Aqer Irqfd F wla afa wwar

Case Study 3:

Rajesh deposits 10,000 in a bank. The bank keeps a fraction of this amount as a reserve and lends
out the rest, leading to the creation of more money in the economy. This process is called credit
creation.

If the bank has a reserve ratio of 10%, it means it can lend out 9,000 from Rajesh’s deposit. The
borrower then deposits this amount in another bank, which repeats the process. This leads to multiple
expansions of money in the economy.

TS dh F 210,000 STAT AT g1 o 3T TR & Teh AT IRT&AT T@ar § 3R A9 iy
P FHOT & ¥ A fGaRa s=xar &, owa sdcagear & 30« g7 &1 @A @ar g1 5@
gferar = ar@ faaAfor (credit creation) gl SITAT gl

Ife o &7 ARTET U (reserve ratio) 10% g, AV d6 TSALT &I AT TRA # & 29,000
FOT & Thal gl O, T8 3UR o a5 Uf foralY 3w &% & S g & 3 I ufsear
CIEESIES @%TI?;’ Srdr %’, Sad ydcgaear & Hal <l ag’-ﬁﬁﬂ (money multiplier effect) giar
gl

Questions / 9T
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1. (2 Marks/2 313?) Explain how banks create money using the credit creation process.

de wrw AT ufFET F1 39 FE qE A gEY F o § AT
2. (1 Mark/1 3T%) What happens if the reserve ratio is increased?
IfE HRFAYT T o1 fAr Sre &Y v yag gem?
3. (1 Mark/1 3T&) Name the term used for multiple expansions of money.
HeT & TE-FAEARX T 9fhaT A FA1 FET A §?
4. (1 Mark/1 3T%) Which component of money supply is affected by credit creation?
e AT & Fqar Imqfd F Fla-wr geF wenfaa g 82

Case Study 4:

The Reserve Bank of India (RBI) acts as the issuer of currency, banker to the government, and
banker to commercial banks. During the COVID-19 pandemic, RBI reduced the repo rate and
reverse repo rate to support the economy.

Additionally, RBI uses instruments like Open Market Operations (OMO), CRR, and SLR to
control liquidity in the financial system.

T Rerd 4% (RBI) AT Sliwdl, SR #1 3% AR aiofSas 96 #1 dF & s9 A
FY FAT &1 COVID-19 HAGHART & &RTe, RBI of 3T & (Repo Rate) 3 Rad It &I
(Reverse Repo Rate) T &a fohar arfer 3rdicaaedr & @aAdT & Il

SHh 3I7elldl, RBI o ST6TR T 9ishdi3ii (OMO), CRR 3R SLR S 3Uah0l & 3931T
Fh AT gomell F ReAdr &I FARa T g

Questions / 9T

1. (2 Marks/2 313?) Explain the role of RBI in controlling inflation and liquidity in the
economy.

IR Rt 3% 1 TERRTY 3R aXear B PRt w ¥ T s o ¥,
HASATZVI
2. (1 Mark/1 3{%) What is the full form of CRR?
CRR & QT AT F4T 87
3. (1 Mark/1 313?) Which instrument does RBI use to control credit?
AR R dF #la a1 3y=HTor 39T FIar § FHX I FEHor fFAT S g6
4. (1 Mark/1 313?) What happens when RBI increases the repo rate?
9 AR Rord d& 9t g Forar &, ar F41 yIg gsdar @2
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Case Study 5:

To stabilize the economy, RBI buys and sells government securities in the open market. Recently,
RBI sold government bonds worth 50,000 crore to reduce excess liquidity in the market. This is an
example of Open Market Operations (OMO), a tool used for credit control.

Similarly, RBI adjusts Margin Requirements, which influence how much banks can lend against
securities.

I¥egaEyr @l TR §10 @A & v, R Retd d (RBI) o S6TR H SR
faeifaar @ligar R J=ar §1 8T & 7, RBI 1 350,000 #1035 & w¥ary wfaeifaar =i
difeh STeTR # HTAREFT TReldl T HA ThAT ST Heh| Ig Yol STGIR hT T (Open
Market Operations - OMO) &T Teh 3IgI0T &, [T 39dier Ir@ fad=or & fov foear
STl &

i YR, RBI ATfoleT 3Taedsdrsit (Margin Requirements) I THAITST AT &, ST T8
fAeiRa @ear & & d afasfaat & ey fFasm %ot ¢ a@=a g

Questions / 9%T

1. (2 Marks/2 3F=F) How do Open Market Operations help in controlling credit in the economy?
gl SIGR & 9ihaT (OMO) rdeqasyr & ar@ fagaor & F& #Age w1 82

2. (1 Mark/1 3i%) What happens to money supply when RBI sells government securities?
9 aRd Red 3% averdt gfesgfaar d=ar 8, o Jqa1 rqfd w1 41 g gsar
&

3. (1 Mark/1 37%) What is the effect of increasing margin requirements?
AT 3maegswarsit # geftr 1 Far goa ghar 82

4. (1 Mark/1 37®) What is the difference between Repo Rate and Reverse Repo Rate?
W T 3 R Wt e 7 T 3aw @
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