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1. With reference to the banking system in In-
dia, consider the following statements:
1.	 Small Finance Banks (SFBs) are required 

to extend 75% of their Adjusted Net Bank 
Credit to priority sectors.

2.	 Payment Banks in India can accept time 
deposits but not demand deposits.

3.	 Urban Cooperative Banks (UCBs) can be 
authorized by the RBI to conduct foreign 
exchange transactions.

4.	 Regional Rural Banks (RRBs) are exempt 
from maintaining Cash Reserve Ratio 
(CRR).

How many of the statements given above are 
correct?
a)	 Only one
b)	 Only two
c)	 Only three
d)	 All four

2.  Consider the following statements about 
inflation in India:
1.	 Core inflation excludes both food and fuel 

items from the Consumer Price Index.
2.	 The Monetary Policy Committee (MPC) in 

India targets core inflation for its policy 
decisions.

3.	 An increase in the repo rate by the RBI 
is typically associated with controlling 
inflation.

How many of the statements given above are 
correct?
(a) Only one
(b) Only two
(c) All three
(d) None

3. With reference to the regulatory framework 
of banking in India, consider the following 
statements:
1.	 The Banking Regulation Act mandates 

the maintenance of Cash Reserve Ratio by 
commercial banks.

2.	 Urban Cooperative Banks fall under the 
dual regulation of RBI and Registrar of 
Cooperative Societies.

3.	 The Deposit Insurance and Credit Guar-
antee Corporation (DICGC) provides 
insurance coverage up to ₹5 lakh per 
depositor per bank.

4.	 The Financial Stability and Development 
Council (FSDC) is a statutory body head-
ed by the RBI Governor.

How many of the statements given above are 
correct?
(a) Only one					   

		                                                    
(b) Only two
(c) Only three
(d) All four

4. In the context of the US Federal Reserve’s 
monetary policy and its global impact, 
consider the following statements:
1.	 An increase in the Federal Funds Rate 

typically strengthens the US dollar 
against emerging market currencies.

2.	 When the US Federal Reserve increases 
interest rates, it generally leads to capital 
outflows from emerging markets.

3.	 A decrease in US interest rates typically 
leads to an appreciation of the Indian 
rupee.

Which of the statements given above are cor-
rect?
(a) 1 and 3 only
(b) 2 and 3 only
(c) 1 only
(d) 1 2 and 3

5. Capital gains tax exemption is available in 
how many of the following cases?
1.	 Transfer of property under a gift deed to 

immediate family members
2.	 Profit from sale of residential house 

property if invested in another residen-
tial property

3.	 Sale of agricultural land located in a rural 
area

4.	 Transfer of assets under a will after the 
owner’s death

Select the correct answer using the code giv-
en below:
(a) Only one			 
(b) Only two
(c) Only three
(d) All four

6. In the context of international trade, under 
which of the following circumstances can 
a country legitimately impose ‘safeguard 
duty’?
(a) When imported goods benefit from ex-

port subsidies in the country of origin
(b) When there is a sudden and sharp in-

crease in imports causing serious injury 
to domestic industry

(c) When imported goods are being sold at 
prices below their cost of production

(d) When the exporting country has violated 
bilateral trade agreements
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7. The “DAKSH” application launched by the 
Reserve Bank of India is primarily in-
tended to:
(a) Facilitate smoother implementation of 

government-sponsored financial inclu-
sion schemes

(b) Improve the supervision and monitor-
ing of regulated entities

(c) Digitize the currency management pro-
cess across banking outlets

(d) Enable real-time oversight of foreign 
exchange transactions

8.  Consider the following items:
1.	 Currency notes in circulation
2.	 Deposits of scheduled commercial 

banks
3.	 Government securities
4.	 Deposits from foreign central banks
How many of the above are considered li-
abilities in the Reserve Bank of India’s bal-
ance sheet?
(a) Only two
(b) Only three
(c) All four
(d) None

9. Consider the following statements:
Statement-I: Raising the corporate tax rate 
during an economic boom can be an effec-
tive countercyclical fiscal measure.
Statement-II: Higher corporate taxes reduce 
aggregate demand by decreasing dispos-
able corporate income, which helps prevent 
overheating of the economy.
Which one of the following is correct in re-
spect of the above statements?
(a) Both Statement-I and Statement-II are 

correct and Statement-II explains State-
ment-I

(b) Both Statement-I and Statement-II are 
correct, but Statement-II does not ex-
plain Statement-I

(c) Statement-I is correct, but Statement-II 
is incorrect

(d) Statement-I is incorrect, but State-
ment-II is correct

10. Consider the following statements:
Statement-I: During periods of stagflation, 
contractionary monetary policy is always 
combined with expansionary fiscal policy.
Statement-II: This policy mix may help to 
control inflation through higher interest 
rates while stimulating economic growth 

through targeted government spending.
Which one of the following is correct in re-
spect of the above statements?
(a) Both Statement-I and Statement-II are 

correct and Statement-II explains State-
ment-I

(b) Both Statement-I and Statement-II are 
correct, but Statement-II does not explain 
Statement-I

(c) Statement-I is correct, but Statement-II is 
incorrect

(d) Statement-I is incorrect, but Statement-II 
is correct

11. With reference to Financial Stability De-
velopment Council (FSDC), consider fol-
lowing statements : 
1. The Prime Minister is the chairman of 

FSDC. 
2. It helps in promotion of financial literacy 

and financial inclusion in the country.
3. A fixed amount of sum is allocated in the 

budget for its functions.
How many of the statements given above is/
are correct? 
(a)	 Only one 
(b)	 Only two 
(c)	 All three 
(d)	 None

12. Consider the following statements regard-
ing Zero Coupon Instruments : 
1. These can be used only by public organisa-

tions to raise funds.
2. The issuing entity is not required to pay 

the principal for these instruments.
3. Unlike other debt instruments, these do 

not have a time duration.
How many of the statements given above are 
correct? 
(a)	 Only one 
(b)	 Only two 
(c)	 All three 
(d)	 None

13. SEBI recently revised the definition of 
“connected persons” under its insider 
trading regulations. Which of the follow-
ing scenarios would now fall under the 
broadened scope of “connected persons” 
according to the new amendments?
(A) A casual acquaintance who occasionally 

interacts with a company’s CFO at public 
events.

(B) A roommate sharing a residence with a 
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company insider who is privy to unpub-
lished price-sensitive information (UPSI).

(C) A distant relative living abroad, never 
meeting or communicating with the 
insider.

(D) A former employee who left the company 
five years ago and has no current means 
of accessing UPSI.

14. Consider the following statements : 
Statement – I : 
Participatory Notes promote inflow of foreign 
capital into the Indian stock market. 
Statement – II : 
Participatory notes are issued by Foreign In-
stitutional Investors to foreign investors.
Which of the following is correct in respect of 
the above statements ? 
(a)	 Both Statement -I and Statement -II are 

correct and Statement -II explains State-
ment -I 

(b)	 Both Statement -I  and Statement -II are 
correct but Statement -II does not explain 
Statement -I 

(c)	 Statement- I is correct but Statement -II is 
incorrect 

(d)	 Statement- I is incorrect but Statement -II 
is correct 

15. With reference to economy of India, Short 
Selling refers to : 
(a) Providing Angel investors with more than 

40% equity stake in a company for in-
creased funding 

(b) An investment strategy that speculates 
on the decline in price of stock.

(c) A situation when an investor lends secu-
rity and sell it with the plan to buy it back 
for more money.

(d) A strategy involving selling stakes of a 
company for a short period temporarily 
with a promise to buy it back at a later 
date

16. Which of the following best describes the 
term ‘Finfluencer’ ? 
(a) An investment platform that uses repeat-

ed advertisements in between an online 
programme to promote mutual funds 

(b) A Survey to study the impact of online fi-
nancial advices on stock market activities 

(c) Persons who offer advise and share per-
sonal experiences regarding finances on 
social media platforms

(d) A popular celebrity endorsing a particu-

lar financial instrument on social media 
platforms 

17. Consider the following statements regard-
ing Black Box Trading: 
1. It uses computer program to execute trade 

based on mathematical model in financial 
markets. 

2. Under Securities and Exchange Board of 
India guidelines 2008, only retail inves-
tors can participate in Black Box trading.

Which of the statements given above is/are 
correct? 
(a)	 1 only 
(b)	 2 only 
(c)	 Both 1 and 2 
(d)	 Neither 1 nor 2 

18. Consider the following statements : 
Statement – I : 
Devaluation of domestic currency triggers in-
flation in the economy.
Statement – II : 
By Devaluation, an Economy promotes ex-
ports over imports.
Which of the following is correct in respect of 
the above statements ? 
(a)	 Both Statement -I and Statement -II are 

correct and Statement -II explains State-
ment -I 

(b)	 Both Statement -I  and Statement -II are 
correct but Statement -II does not explain 
Statement -I 

(c)	 Statement- I is correct but Statement -II is 
incorrect 

(d)	 Statement- I is incorrect but Statement -II 
is correct 

19. Consider the following statements : 
1. Under International Monetary Fund 

norms, Current account is fully convert-
ible in India.

2. Corporates in India are allowed partial 
convertibility upto $500 million overseas 
ventures annually.

Which of the statements given above is/are 
correct? 
(a)	 1 only 
(b)	 2 only 
(c)	 Both 1 and 2 
(d)	 Neither 1 nor 2 
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20. Consider the following statements : 
Statement – I : 
Call Money Market is an inter-bank money 
market where funds can be borrowed for a 
minimum period of two months.
Statement – II : 
Rate of interest in the Call money market is 
dependent on repo rate of the time. 
Which of the following is correct in respect of 
the above statements? 
(a)	 Both Statement -I and Statement -II are 

correct and Statement -II explains State-
ment -I 

(b)	 Both Statement -I  and Statement -II are 
correct but Statement -II does not explain 
Statement -I 

(c)	 Statement- I is correct but Statement -II is 
incorrect 

(d)	 Statement- I is incorrect but Statement -II 
is correct 

21. Consider the following pairs 
Island                       Country
1. Jeju Island     :  South Korea
2. Shandong Peninsula 
Islands     :   China

3. Ganghwa Island     :   Japan
4. Hainan Island      :  China

How many of the above-mentioned pairs are 
correctly matched?
(a) Only one
(b) Only two
(c) Only three
(d) All four

22. With reference to the Colombo Process, 
consider the following statements:
1.	 It is a Regional Consultative Process fo-

cused on migrant worker origin countries 
from South and Southeast Asia.

2.	 The Colombo Process aims to facilitate 
dialogue between countries of origin and 
destination to optimize benefits from 
overseas employment.

3.	 The Colombo Process is an initiative of 
the South Asian Association for Regional 
Cooperation (SAARC).

Which of the statements given above is/are 
correct?
(a) 1 and 2 only
(b) 2 and 3 only
(c) 1 and 3 only
(d) 1, 2, and 3

23. Consider the following statements regard-
ing Lake Kariba 
1.	 It is the world’s largest artificial lake and 

reservoir by surface area.
2.	 It is situated on the Zambezi River, form-

ing a natural boundary between Zambia 
and Zimbabwe.

Which of the statements given above is/are 
correct?
(a) 1 only
(b) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2

24. Which of the following organisms are clas-
sified under the Kingdom Fungi?
1.	 Yeasts
2.	 Rusts
3.	 Smuts
4.	 Mildews
5.	 Molds
6.	 Mushrooms
Select the correct answer using the code giv-
en below:
(a) 1, 2, 3, and 4 only
(b) 2, 3, 4, and 5 only
(c) 1, 3, 5, and 6 only
(d) 1, 2, 3, 4, 5, and 6

25. Consider the following statements regard-
ing the Index of Eight Core Industries (ICI) 
1.	 The ICI is released by the Office of the 

Economic Adviser under the Ministry of 
Commerce & Industry.

2.	 The eight core industries together ac-
count for more than 50% weight in the 
Index of Industrial Production (IIP).

3.	 The base year for the ICI is 2011-12.
How many of the statements given above are 
correct?
(a) Only one
(b) Only two
(c) All three
(d) None

PASSAGE 
One of the biggest concerns of our modern 
times, which will have wide-ranging and po-
tentially disastrous effects on our planet’s 
ecosystems, is global warming. While there 
are still nay-sayers who would like to ignore 
this phenomenon, an overwhelming number 
of researchers do acknowledge it – moreover, 
they agree that human activity is to be blamed 
for global warming, especially the burning 
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of fossil fuels, which leads to increase in the 
levels of carbon dioxide, methane and other 
‘greenhouse gases’ in the atmosphere. Effects 
of global warming can be seen and measured 
in various ways. Let us now look at some ex-
amples: polar ice caps and mountain glaciers 
are melting because they are growing warm-
er, lakes and rivers around the world are 
drying up. The planet is growing warmer as 
a whole, and the median global temperature 
has risen by about 1.4 degrees Fahrenheit 
(0.8 degrees Celsius) over the past century, 
according to the National Oceanic and Atmos-
pheric Administration (NOAA). There are less 
evident but equally worrying changes which 
can be observed all over the world, such as 
the way animals are changing their migration 
patterns, or even plants, which are chang-
ing their time of growing new leaves during 
spring or shedding leaves during autumn. It 
has been noted that many animals are moving 
their extent north wards to higher altitudes 
primarily due to drastic weather changes. 
Other evidence of extreme weather changes 
includes the increasing frequency and inten-
sity of droughts, blizzards and rainstorms. 
Researchers point out that immediate actions 
are necessary to counter the effects of global 
warming, because if left unchecked, up to half 
of Earth’s plants and one-third of our animals, 
from their present-day range, may perish by 
2080, according to a 2013 report in the jour-
nal Nature Climate Change.  
            

26. Which one of the following is the most 
logical and rational inference that can be 
made from the above passage?
1. Global warming is primarily caused by hu-

man activities, especially the burning of 
fossil fuels.

2. The effects of global warming are limited 
to the melting of polar ice caps and moun-
tain glaciers.

3. Animals and plants are unaffected by global 
warming and do not exhibit much changes 
in their behaviour or growth patterns ex-
cept migration and growing patterns.

Select the correct answer using the code giv-
en below:
a. 1 and 2 only
b. 1 only
c. All of the above

d. None of the above

27. 4 men and 6 women can complete a work 
in 8 days, while 3 men and 7 women can 
complete it in 10 days. In how many days 
will 10 women complete it?
a. 35
b. 40
c. 45
d. 50

28. A leak in the bottom of a tank can empty 
the full tank in 8 hours. An inlet pipe fills 
water at the at the rate of 6 litres a minute. 
When the tank is full, the inlet is opened 
and due to the leak, the tank is empty in 
12 hours. How many litres does the cistern 
hold?
a. 7580
b. 7960
c. 8290
d. 8640

29. Six bells commence tolling together and 
toll at intervals of 2, 4, 6, 8 10 and 12 sec-
onds respectively. In 60 minutes, how 
many times do they toll together ?
a. 15
b. 20
c. 25
d. 31

30. A & B can do a work in 6 days & 8 days re-
spectively. With the help of C they will fin-
ish work in 3 days. If the total amount fixed 
for the work is Rs.400. Find C share.
a. Rs.200
b. Rs.150
c. Rs.50
d. Rs.100
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1.	 Solution: B
The Indian banking system has a hierarchical struc-
ture with the Reserve Bank of India (RBI) as the 
central bank at the apex, responsible for regulating 
and controlling the monetary and banking system 
in the country.
The banking sector in India is broadly classified into 
scheduled and non-scheduled banks, with sched-
uled banks included under the second Schedule of 
the Reserve Bank of India Act, 1934.
As per RBI guidelines, SFBs must allocate 75% of 
their Adjusted Net Bank Credit (ANBC) to priori-
ty sectors like agriculture, micro-enterprises, and 
weaker sections. This ensures financial inclusion 
and credit flow to underserved segments.
Hence statement 1 is correct
Payment Banks (PBs) are prohibited from accept-
ing time deposits (fixed deposits). They can only 
hold demand deposits (savings/current accounts) 
up to ₹1 lakh per customer. Additionally, 75% of 
their demand deposits must be invested in govern-
ment securities, and 25% can be parked as de-
mand/time deposits with other banks.
Hence statement 2 is incorrect
UCBs regulated by the RBI’s Urban Banks Depart-
ment. It can be designated as Authorized Dealers 
in Foreign Exchange, enabling them to conduct for-
eign exchange transactions under RBI guidelines.
Hence statement 3 is correct
RRBs are required to maintain CRR. 
Hence statement 4 is incorrect

2.	 Solution: B
Core inflation is a measure that excludes volatile 
items such as food and fuel from the Consumer 
Price Index (CPI) calculation. The Core inflation 
calculates long-run inflation and indicates changes 
in the prices of goods and services. 
However, it does not include the costs of commod-
ities from the food and energy sector. This exclu-
sion is done because food and fuel prices tend to 
be highly volatile and subject to temporary supply 
shocks, which might not reflect the underlying 
inflation trends in the economy.
Hence statement 1 is correct
The MPC in India targets headline inflation, not 
core inflation, for its policy decisions. India adopt-
ed the inflation targeting framework in 2016, set-
ting a 4% headline inflation target for the central 

SOLUTIONS

bank’s rate setting panel. 
The current framework mandates the MPC to 
maintain consumer price index (CPI) inflation at 
4% with a flexibility of +/- 2%, meaning inflation 
should remain within the 2-6% band.
Hence statement 2 is Incorrect
The repo rate is the interest rate at which the RBI 
lends money to commercial banks, and it’s one of 
the primary tools used to control inflation. During 
high levels of inflation, RBI makes strong attempts 
to bring down the flow of money in the economy. 
One way to do this is by increasing the repo rate. 
This makes borrowing a costly affair for businesses 
and industries, which in turn slows down invest-
ment and money supply in the market. 
When the RBI increases the repo rate, it becomes 
more expensive for banks to borrow money, which 
leads them to increase their lending rates. This re-
duces the money supply in the economy, decreas-
es consumer spending, and helps control inflation.
Hence statement 3 is correct

3.	 Solution: B
India’s banking system operates under a compre-
hensive regulatory framework with the Reserve 
Bank of India (RBI) as the central regulatory au-
thority. This framework ensures stability, protects 
depositors’ interests, and maintains public confi-
dence in the financial system.
Banking Regulation Act governs CRR. 
While the Banking Regulation Act provides the 
legal framework for regulating banks, the CRR is 
specifically mandated by the RBI under the RBI 
Act. The Cash Reserve Ratio (CRR) is the share of 
a bank’s total deposit that is mandated by the Re-
serve Bank of India (RBI) to be maintained with the 
latter as reserves in the form of liquid cash.
Hence statement 1 is incorrect.
The applicability of banking laws to cooperatives 
societies since March 1, 1966 ushered in ‘duality of 
control’ over UCBs between the Registrar of Coop-
erative Societies/Central Registrar of Cooperative 
Societies and the Reserve Bank of India.
Hence statement 2 is correct
Under DICGC’s insurance cover, up to ₹5 lakh 
(including principal and interest) per depositor per 
bank is guaranteed. This limit was increased from 
₹1 lakh to ₹5 lakh on February 4, 2020.
Hence statement 3 is correct
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The Financial Stability and Development Council 
(FSDC) is a non-statutory apex council under the 
Ministry of Finance constituted by the Executive 
Order in 2010. The Raghuram Rajan committee 
(2008) on financial sector reforms first proposed 
the creation of FSDC. 
Hence, statement 4 is incorrect.

4.	 Solution: D
The US Federal Reserve’s monetary policy deci-
sions, particularly regarding interest rates, have 
significant implications not just for the US econo-
my but also for the global financial system. As the 
world’s largest economy with the dollar serving as 
the dominant reserve currency, Fed policy changes 
trigger ripple effects across international markets, 
especially in emerging economies.
When the Federal Reserve tightens monetary pol-
icy by increasing interest rates, it makes dollar-de-
nominated assets more attractive to investors 
seeking higher returns. A higher U.S. monetary 
policy rate would drive up the value of the dollar 
relative to other currencies. This appreciation oc-
curs through interest rate differentials that influ-
ence capital flows and exchange rates globally.
Hence statement 1 is correct
A higher U.S. federal funds rate has been associat-
ed with international investors withdrawing capital 
from emerging markets. These outflows occur 
as investors redirect funds to higher-yielding US 
assets, potentially causing financial vulnerability in 
emerging economies.
Hence statement 2 is correct
The US dollar is expected to weaken as lower 
interest rates make dollar-denominated assets less 
attractive to global investors, thus leading to a po-
tential appreciation of the INR against the USD.
Hence statement 3 is correct

5.	 Solution: D
Capital gains tax is levied on the profit arising from 
the sale of a capital asset. However, certain trans-
actions are exempt from this tax under the Income 
Tax Act, 1961

•	 Transfers of capital assets under a gift deed 
to specified relatives, including immediate 
family members, are not regarded as trans-
fers under Section 47(iii) of the Income Tax 
Act. Consequently, such transfers do not at-
tract capital gains tax.

•	 Section 54 of the Income Tax Act provides 

exemption from capital gains tax when the 
profit from the sale of a residential proper-
ty is reinvested in another residential prop-
erty within the stipulated time frame.

•	 Rural agricultural land is not considered 
a capital asset under the Income Tax Act. 
Therefore, any gains from its sale are not 
subject to capital gains tax.

•	 Assets transferred under a will or through 
inheritance are not subject to capital gains 
tax at the time of transfer. However, if the 
inheritor subsequently sells the asset, capi-
tal gains tax may apply based on the asset’s 
holding period and cost of acquisition.

6.	 Solution: B
In international trade, safeguard duties represent a 
crucial temporary protective measure that coun-
tries can implement under specific circumstances. 
These measures are recognized under the World 
Trade Organization (WTO) Agreement on Safe-
guards, which establishes rules for their application 
while maintaining the integrity of the multilateral 
trading system.
A sudden and sharp increase in imports that 
causes serious injury to the domestic industry is 
precisely the scenario where safeguard duties are 
applicable. These measures provide temporary 
relief to domestic producers, allowing them time 
to adjust to the import surge.
Hence, option (b) is correct.

7.	 Solution: B
 The Reserve Bank of India (RBI) launched 
‘DAKSH’—an advanced supervisory monitoring sys-
tem—on October 6, 2022. This web-based, end-to-
end workflow application is designed to enhance 
the supervision and monitoring of regulated en-
tities, including banks and non-banking financial 
companies (NBFCs).

•	 Compliance Monitoring: DAKSH enables 
the RBI to monitor compliance require-
ments more effectively, aiming to improve 
the compliance culture among supervised 
entities.

•	 Seamless Communication: The platform fa-
cilitates smooth communication between 
the RBI and regulated entities, streamlining 
processes such as inspection planning and 
execution.
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•	 Incident Reporting and Analysis: It provides 
capabilities for reporting and analyzing cy-
ber incidents, enhancing the RBI’s ability to 
respond to potential threats. 

•	 Management Information System (MIS) 
Reports: DAKSH offers various MIS reports, 
aiding in data-driven decision-making.

Hence, option (b) is correct.

8.	 Solution: B
 The Reserve Bank of India’s (RBI) balance sheet 
comprises various assets and liabilities, reflecting 
its financial position and operations. Understand-
ing which items are considered liabilities is crucial 
for comprehending the central bank’s financial 
structure.
Currency notes in circulation:
These are the physical currency notes issued by 
the RBI that are held by the public and financial 
institutions. They represent a liability for the RBI 
because they are obligations that the central bank 
must honour. 
Hence, statement 1 is correct.
Deposits of scheduled commercial banks:
Scheduled commercial banks maintain deposits 
with the RBI to meet reserve requirements and for 
settlement purposes. These deposits are liabilities 
on the RBI’s balance sheet.
Hence, statement 2 is correct.
Government securities 
They are NOT liabilities but ASSETS of the RBI. The 
assets side of the balance sheet consists of for-
eign currency assets, gold reserves and domes-
tic assets which mainly are central government 
securities. Largest component on the asset side of 
the RBI’s balance sheet is foreign currency assets, 
followed by investment in government securities 
and gold coins and bullion.
Hence, statement 3 is incorrect.
Deposits from foreign central banks:
Foreign central banks may hold deposits with the 
RBI, which are liabilities for the RBI, as they repre-
sent funds that the RBI is obligated to return.
Hence, statement 4 is correct.

9.	 Solution: A
In the realm of fiscal policy, countercyclical mea-
sures are strategies implemented to stabilize eco-
nomic fluctuations by acting in opposition to the 

current economic trend. 
During periods of economic expansion or booms, 
such measures aim to prevent the economy from 
overheating, thereby mitigating potential inflation-
ary pressures. 
One such countercyclical measure is increasing 
the corporate tax rate. By raising taxes on corpo-
rate profits, the government effectively reduces 
the disposable income of businesses, leading to 
a decrease in aggregate demand. This reduction 
in demand can help temper excessive economic 
growth and maintain price stability.
Implementing higher corporate taxes during an 
economic boom is a countercyclical fiscal policy 
designed to cool down the economy and prevent it 
from overheating.
Hence statement 1 is correct
Increased corporate taxes lead to reduced dis-
posable income for businesses, resulting in lower 
investment and spending, which in turn decreas-
es aggregate demand. This mechanism helps in 
preventing the economy from overheating during a 
boom.
Hence statement 2 is correct
Statement II provides the rationale behind State-
ment I. It explains how raising corporate tax 
rates (as mentioned in Statement I) functions as 
a countercyclical measure by reducing aggregate 
demand through decreased disposable corporate 
income.

10.	Solution: D
Stagflation is an economic condition character-
ized by the simultaneous occurrence of stagnant 
economic growth, high unemployment, and high 
inflation. This presents a unique challenge for pol-
icymakers, as traditional tools to combat inflation 
can exacerbate unemployment, and measures to 
reduce unemployment can worsen inflation.
Implementing contractionary monetary policy 
(e.g., raising interest rates) aims to reduce infla-
tion by decreasing the money supply. 
However, during stagflation, this can further 
suppress economic growth and increase unem-
ployment. Simultaneously applying expansionary 
fiscal policy (e.g., increasing government spending) 
seeks to stimulate economic growth, but it can also 
lead to higher inflation. 
Therefore, this combination may not effectively 
address the dual challenges of stagflation.
Hence statement 1 is incorrect
While higher interest rates (a contractionary mone-
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tary policy) can help control inflation. On the other 
hand, targeted government spending (an expan-
sionary fiscal policy) aims to stimulate economic 
growth. 
Hence statement 2 is correct

11.	Solution: A

•	 Financial Stability and Development Council 
has been constituted via Government of In-
dia notification in 2010. 

•	 The council is chaired by the Union Finance 
Minister.

•	 The members include Governor of RBI, Fi-
nance secretary and Secretary, Department 
of Economic Affairs, Secretary, Department 
of Financial services, Chief Economic Advi-
sor, Ministry of Finance, Chairman, Securi-
ties and Exchange Board of India, Chairman, 
IRDA and Chairman, PFRDA

Hence statement 1 is incorrect 

•	 The Council deals with issues relating to fi-
nancial stability, financial sector develop-
ment, inter regulatory coordination, finan-
cial literacy, financial inclusion and macro 
prudential supervision of the economy in-
cluding the functioning of large financial 
conglomerates.

Hence statement 2 is correct 

•	 No funds are separately allocated to the 
Council for Undertaking its activities.

Hence statement 3 is incorrect 

12.	Solution: A

•	 Zero coupon instruments are financial in-
struments that a non profit organisation 
may use to raise funds.

•	 Any individual or corporate can buy the se-
curity through Social Stock Exchange once 
they are open for business. 

Hence statement 1 is incorrect

•	 When an entity issues this security and rais-
es money, it is not a loan but a donation.

•	 The issuing entity does not have to pay in-
terest therefore zero coupon and does not 
have to pay the principal either.

•	 The Finance Ministry had declared zero cou-

pon zero principle instruments as security 
for the Securities Contracts (Regulation) Act 
1956 and will be governed by the rules of 
SEBI. 

Hence statement 2 is correct 

•	 The zero coupon instruments like any other 
debt instrument, comes with a time dura-
tion.

Hence statement 3 is incorrect 

13.	Answer: B

Explanation:
SEBI’s recent amendments to the Prohibition of 
Insider Trading (PIT) Regulations significantly 
broaden the definition of “connected persons.” 
Previously, “connected persons” focused on those 
who had a direct link to the company or its insid-
ers, often through employment or professional as-
sociations. Now, the definition extends to include 
individuals who may not be directly employed by 
or formally associated with the company, but who 
nonetheless have potential access to unpublished 
price-sensitive information (UPSI).

For instance, individuals living in the same house-
hold as someone with UPSI—such as roommates, 
family members, or even long-term housemates—
can now be classified as “connected persons.” This 
reflects SEBI’s intent to close loopholes where 
sensitive information could be leaked or shared 
informally at home. Option (B) fits this criterion 
perfectly: a roommate sharing residence with an 
insider is likely to overhear or access UPSI indi-
rectly.

14.	Solution : A

•	 Participatory Notes are offshore derivative 
instruments used for making investment in 
stock markets.

•	 However they are not used within the coun-
try; these are used outside India for making 
investment in shares listed in the Indian 
stock market; hence are called Offshore De-
rivative Instrument.

•	 P-Notes are a significant source of foreign 
capital inflow into the Indian market.

•	 They contribute to the liquidity in Indian 
capital markets and makes it easier to buy 
and sell securities.
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Hence statement 1 is correct 

•	 P-Notes are issued by Foreign Institutional 
Investors (FIIs) to foreign investors. 

•	 FIIs registered with SEBI and brokers issue 
these stock market instruments.

•	 These allows foreign high net worth indi-
viduals, hedge funds and other investors to 
put money directly in Indian market, thus in-
creasing inflow of foreign capital.

Hence statement 2 is correct and it correctly ex-
plains statement 1.

15.	Solution : B 

•	 Short Selling is a trading strategy based on 
the expectation that the price of the securi-
ty will fall. 

•	 It is an investment or trading strategy that 
speculates on the decline in a stock or other 
security’s price.

•	 It occurs when an investor borrows a securi-
ty and sells it on the open market, planning 
to buy it back later for less money. 

•	 Short sellers bet on and profit from a drop 
in security’s price; this is in contrast to long 
investors who want the price of security to 
increase. 

•	 Short selling has high risk/reward ratio; it 
can offer big profits but losses can mount 
quickly and infinitely due to marginal calls. 

Hence option B is correct 

16.	Solution : C 

•	 Finfluencers are persons with public social 
media platforms offering advise and shar-
ing personal experience about money and 
investment in stocks. 

•	 Their videos cover budgeting, investing, 
property buying, cryptocurrency advise and 
financial trained tracking. 

•	 Recently the Securities and Exchange Board 
of India has made guidelines for finfluenc-
ers.

•	 SEBI has asked brokers and mutual funds to 
stop using the services of unregulated finan-
cial influencers for marketing and advertis-
ing campaigns.

•	 Such regulations are required as the number 
of unregistered investment advisors giving 
unsolicited stock tips on social media plat-
forms has increased many fold 

•	 Also, certain companies use social media 
platform to boost their share prices through 
these finfluencers.

Hence option C is correct 

17.	Solution: A 

•	 Black Box trading, better known as Algo-
rithmic trading uses a computer program 
that follows defined set of instructions or an 
algorithm to place a trade based on timing, 
price, quantity or any mathematical model.

•	 It combines computer programming and fi-
nancial markets to execute trade at precise 
moments. 

•	 It eliminates human intervention and emo-
tions allowing trade based on mathematical 
models, historical data and market condi-
tions. 

•	 It follows pre-coded algorithms to identify 
trading opportunities and execute orders.

•	 It uses technical indicators, price move-
ments, volume and other data to determine 
trade entry and exit points. 

Hence statement 1 is correct 

•	 In 2008 SEBI introduced Black box trading 
for the first time only for institutional in-
vestors.

•	 Recently SEBI has proposed a framework to 
allow retail investors to participate in such 
trading through stock brokers. 

•	 Retail investors will be required to conduct 
back testing of their algorithms and provide 
proof of their efficiency.

•	 Also, algorithms may require certification 
from the exchanges to ensure they adhere 
to market standards.

Hence statement 2 is incorrect 

18.	Solution : A

•	 Devaluation in foreign exchange market 
refers to the situation when exchange rate 
of a domestic currency is cut down by the 
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government deliberately against any foreign 
currency. 

•	 By Devaluing its currency, a country makes 
its money cheaper and this promotes ex-
ports rendering more competition in the 
Global market.

•	 Conversely, foreign products become more 
expensive so the demand for imports fall.

•	 Governments use devaluation to combat a 
trade balance and have exports exceed im-
ports.

•	 Increasing the price of import protects do-
mestic Industries, but they may become less 
efficient without the pressure of competi-
tion.

•	 Higher exports relative to imports can also 
increase aggregate demand which leads to 
inflation.

•	 Devaluation increases the price of imported 
goods in the domestic economy, there by fu-
elling inflation.

•	 This in turn increases the cost in the domes-
tic economy including demands for wage 
increases, all of which eventually go into ex-
ported goods.

Hence statements 1 and 2 are correct and state-
ment 2 correctly explains statement 1 

19.	Solution: A

•	 Current account is fully convertible from 
1994 in India.

•	 It implies that full amount of the foreign 
exchange required by someone for current 
purposes will be made available at official 
exchange rate and there would be an unpro-
hibited outflow of foreign exchange.

•	 India was obliged to do so as per Article VIII 
of the IMF which prohibits any exchange 
restrictions on current International trans-
actions. 

Hence statement 1 is correct 

•	 India is a country of partial convertibility 
(40:60) in the capital account.

•	  After the recommendations of the S.S. Tara-
pore committee (1997) on capital account 
convertibility, India has been moving in the 
direction of allowing full convertibility in this 

account but with required precautions. 

•	 Indian corporates are allowed full convert-
ibility in the automatic route up to $500 
million overseas Ventures (investment by 
Limited companies in foreign countries al-
lowed) per annum 

•	 Also Indian corporates are allowed to repay 
their ECBs via automatic route if the loan is 
above $500 million per annum. 

Hence statement 2 is incorrect 

20.	Solution : D

•	 The call money market is an inter-bank mon-
ey market in which funds are borrowed and 
lent, generally for one day and hence this is 
also known as overnight borrowing market 
or money at call.

•	 Funds can be borrowed for a maximum peri-
od up to 14 days (called short notice) 

•	 Borrowing or lending in this market takes 
place without any collateral or securities.

•	 Only Scheduled commercial banks and pri-
mary dealers are allowed to operate in this 
market as both borrows and lenders.

•	 While insurance funds, mutual Funds, NAB-
ARD and IDBI can operate only as lenders. 

Hence statement 1 is incorrect  

•	 The rate of interest in the call money market 
glides with the repo rate of the time.

•	 The principle remains very simple, longer 
the period, higher the interest rate.

•	 Depending upon the availablity and demand 
of fund in this market, the real call rate re-
volves near the current repo rate. 

Hence statement 2 is correct 

21.	Solution: C
Jeju Island – South Korea Jeju Island is a volcanic 
island and the largest island in South Korea.

•	 It is a popular tourist destination, known 
for its unique lava tubes, Hallasan moun-
tain, and subtropical climate.

•	 Jeju is located in the Korea Strait, south of 
the mainland.

Shandong Peninsula Islands – China 
•	 The Shandong Peninsula is in eastern Chi-

na, extending into the Yellow Sea.
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•	 It contains several small islands, including 
Changdao Islands, which are known for 
their natural beauty and military signifi-
cance.

•	 Shandong Peninsula is an important eco-
nomic and cultural region in China.

Ganghwa Island 
•	 Ganghwa Island does not belong to Japan; 

it is part of South Korea.
•	 It is located near the border with North 

Korea, along the Han River estuary.
•	 The island has historical significance, as it 

was a defensive stronghold during invasions 
in the Joseon Dynasty.

Hainan Island – China 
•	 Hainan Island is China’s largest island and 

is located in the South China Sea.
•	 It is sometimes referred to as “China’s Ha-

waii” due to its tropical climate and tour-
ism industry.

•	 The island is also strategically important, 
serving as a base for China’s naval and mili-
tary operations.

22.	Solution: A
Colombo Process: 

•	 India has assumed the chair of the Colom-
bo Process for 2024-26.

•	 It is a Regional Consultative Process (RCP) 
focusing on migrant worker origin coun-
tries from South and Southeast Asia.

•	 Established to enhance cooperation on 
labor migration policies, share best prac-
tices, and protect migrant workers.

•	 Objectives: 
o	 Provide a forum for Asian countries 

of origin of temporary contractual 
workers.

o	 Share experiences, lessons learned, 
and best practices on overseas em-
ployment.

o	 Discuss and propose solutions for 
migrant workers, especially vulner-
able groups.

o	 Enhance dialogue between coun-
tries of origin and destination.

o	 Monitor the implementation of 
ministerial recommendations and 
suggest further steps.

•	 12 Member Countries: Afghanistan, Ban-

gladesh, Cambodia, China, India, Indone-
sia, Nepal, Pakistan, the Philippines, Sri 
Lanka, Thailand, and Vietnam.

•	 Not linked to SAARC – It is an independent 
consultative initiative for labor migration 
governance.

23.	Solution: B
Lake Kariba: 

•	 Location: Situated on the Zambezi River, 
forming the border between Zambia and 
Zimbabwe.

•	 Largest Artificial Lake: It is the world’s larg-
est artificial lake and reservoir by volume.

•	 Kariba Dam & Hydroelectric Power: 
o	 The Kariba Dam, completed in 

1960, led to the formation of Lake 
Kariba.

o	 It supports hydroelectric power 
generation for both Zambia and 
Zimbabwe.

•	 Ecological & Economic Impact: 
o	 Supports fishing industries, particu-

larly the Kapenta fishery.
o	 Led to the resettlement of local 

communities due to flooding after 
dam construction.

o	 Home to diverse wildlife, including 
crocodiles, hippos, and fish species.

•	 Tourism & Conservation: Popular for 
tourism, fishing, and wildlife conservation 
efforts.

https://www.downtoearth.org.in/africa/el-nino-
drought-leaves-zimbabwe-s-lake-kariba-only-13-
full-a-disaster-for-people-wildlife-95563

https://www.downtoearth.org.in/africa/el-nino-drought-leaves-zimbabwe-s-lake-kariba-only-13-full-a-disaster-for-people-wildlife-95563
https://www.downtoearth.org.in/africa/el-nino-drought-leaves-zimbabwe-s-lake-kariba-only-13-full-a-disaster-for-people-wildlife-95563
https://www.downtoearth.org.in/africa/el-nino-drought-leaves-zimbabwe-s-lake-kariba-only-13-full-a-disaster-for-people-wildlife-95563
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24.	Solution: D 
Fungi belong to the Kingdom Fungi, a distinct 
group of eukaryotic organisms that are heterotro-
phic, meaning they obtain nutrients by absorb-
ing organic material. Unlike plants, they do not 
perform photosynthesis and instead decompose 
organic matter.
The following organisms are classified under King-
dom Fungi:

•	 Yeasts – Unicellular fungi used in fermenta-
tion (e.g., Saccharomyces cerevisiae).

•	 Rusts – Parasitic fungi that affect plants, 
particularly crops (e.g., Puccinia species).

•	 Smuts – Parasitic fungi that attack cereal 
crops like corn and wheat (e.g., Ustilago 
species).

•	 Mildews – Fungi causing plant diseases, 
often appearing as powdery or downy coat-
ings (e.g., Erysiphales).

•	 Molds – Multicellular fungi growing in 
filaments (hyphae), found in damp environ-
ments (e.g., Penicillium, Aspergillus).

•	 Mushrooms – The fruiting bodies of fungi, 
often edible or toxic (e.g., Agaricus bispo-
rus).

All these organisms share common fungal charac-
teristics such as chitinous cell walls, spore repro-
duction, and heterotrophic nutrition. 

https://www.sciencedaily.com/releas-
es/2024/06/240603114314.htm

25.	Solution: B
Eight Core Industries: 

•	 The Index of Eight Core Industries (ICI) 
tracks the performance of eight key indus-
tries crucial to India’s industrial growth.

•	 Released by the Office of the Economic 
Adviser under the Department for Promo-
tion of Industry and Internal Trade (DPIIT), 
Ministry of Commerce & Industry.

•	 Base year: 2011-12.
•	 Published monthly to assess short-term 

industrial performance.
•	 Significance: 

o	 Covers 40% of the weight in the 
Index of Industrial Production (IIP).

o	 Serves as a leading indicator of in-
dustrial activity, impacting economic 
policies and investment decisions.

•	 Eight core sectors: 
•	 Coal
•	 Crude Oil
•	 Natural Gas
•	 Refinery Products
•	 Fertilizers
•	 Steel
•	 Cement
•	 Electricity

26.	Correct Option : B
Justification :
In option 1, The passage mentions the increase in 
greenhouse gases like carbon dioxide and methane 
in the atmosphere due to human activities, leading 
to global warming. Therefore, it can be inferred 
that human activities, specifically the burning of 
fossil fuels, are the primary cause of global warm-
ing.
Option 2 is incorrect because the passage provides 
various examples of the effects of global warming, 
such as drying up of lakes and rivers, changes in 
migration patterns of animals, and changes in plant 
growth patterns. The melting of polar ice caps and 
mountain glaciers is just one aspect of the broader 
effects of global warming
Option 3 is incorrect because the passage clearly 
states that animals and plants are being affected 
by global warming.

27.	Correct Option : B
Justification :
Let 1 man’s 1 day work = x and 1 woman’s 1 day 
work = y.
Then, 4x + 6y = 1/8 and 3x + 7y = 1/10
Solving these two equations, we get:
x = 11/400 and y = 1/400
1 woman’s 1 day work = (1/400 * 10) = 1/40.
Hence, 10 women will complete the work in 40 
days

28.	Correct Option : D
Justification :
Work done by the inlet in 1 hour =[(1/8)-(1/12)] = 
1/24

https://www.sciencedaily.com/releases/2024/06/240603114314.htm
https://www.sciencedaily.com/releases/2024/06/240603114314.htm
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Work done by the inlet in 1 min. = 
[(1/24)×(1/60)]=1/1440
∴Volume of 1/1440 part = 6 litres.
∴Volume of whole = (1440×6) litres = 8640 litres.

29.	Correct Option : D
Justification :
L.C.M. of 2, 4, 6, 8, 10, 12 is 120.
So, the bells will toll together after every 120 sec-
onds(2 minutes).
In 60 minutes, they will toll together = ( 60/2)+1 = 
31

30.	Correct Option : C
Justification :
A, B & C work done 3 days => 1/6 + 1/8 + 1/C = 1/3
C = 1/24 or 24 days
Now Share of A, B, C
A’s share = 1/6 * 3 * 400 = 200
B’s share = 1/8 * 3 * 400 = 150
C’s share = 1/24 * 3 * 400 = 50
C’s share Rs.50


