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1. Which of the following best describes “Front 
Running” in securities markets?
a) A broker executing trades for their own 

account before executing similar client 
orders to benefit from anticipated price 
movements

b) Investment banks competing to be lead 
managers for new IPO issues

c) Trading strategies that execute orders at 
the beginning of the trading day to cap-
ture overnight price movements

d) Professional investors taking positions 
ahead of market opening based on 
pre-market indicators

2. Which of the following best describes “Rent-
ier Capitalism”?
(a) An economic system where income is pri-

marily derived from ownership of assets 
rather than productive activities

(b) A capitalist system focusing on environ-
mental sustainability and resource con-
servation

(c) An economic model where state-owned 
enterprises operate on market principles

(d) A system where financial institutions 
determine the allocation of capital for 
maximum social benefit

3. Consider the following statements about 
settlement systems in Indian financial 
markets:
1.	 The T+1 settlement system for equities 

means settlement occurs on the same day 
as the trade.

2.	 The Legal Entity Identifier (LEI) is man-
datory for all entities participating in 
financial markets regulated by RBI.

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

4. The “Negotiated Dealing System-Order 
Matching” (NDS-OM) platform for govern-
ment securities trading is operated by:
a) Clearing Corporation of India Limited 

(CCIL) under authorization from RBI
b) National Securities Depository Limited 

(NSDL) under SEBI regulations
c) Ministry of Finance directly through its 

Revenue department
d) National Stock Exchange (NSE) in partner-

ship with Primary Dealers Association

5. Consider the following statements:
1. In India, commercial papers can be issued 

by companies with a minimum net worth 
of ₹400 crores and a minimum credit rat-
ing of ‘B--’.

2. The call money market allows borrow-
ing for up to 14 days while notice money 
market permits transactions for 15 to 364 
days.

3.	 The yield curve becomes inverted when 
short-term interest rates are higher than 
long-term rates.

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

6. Consider the following statements regard-
ing the Corporate Debt Market Develop-
ment Fund (CDMDF):
1.	 It operates as an Alternative Investment 

Fund (AIF) under SEBI regulations.
2.	 The Guarantee Fund for Corporate Debt 

(GFCD) provides complete guarantee 
cover for debt raised by CDMDF.

3.	 CDMDF is designed to purchase invest-
ment-grade corporate debt securities 
during normal market conditions only.

4.	 It has been set up with an initial corpus 
of Rs 3,30,000 crore.

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

7. With reference to Masala Bonds, consider 
the following statements:
1.	 They are rupee-denominated bonds is-

sued outside India.
2.	 The currency risk in these bonds is borne 

by the issuer, not the investor.
3.	 They can only be issued by public sector 

entities.
4.	 They are settled in US dollars/other for-

eign currencies despite being denominat-
ed in Indian rupees.

Which of the statements given above are cor-
rect?
(a) 1 and 4 only
(b) 1 and 2 only
(c) 3 and 4 only
(d) 2, 3 and 4 only



3

8. Consider the following statements regard-
ing Tri-Party Repo (TREPS) in India:
Statement – I: Tri-Party Repo is a money 
market instrument where a transaction is 
executed between three parties - the bor-
rower, the lender, and a tri-party agent who 
acts as an intermediary.
Statement – II: Tri-party repo transactions 
are predominantly collateralized using gov-
ernment securities, including Treasury Bills.
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 is the correct 
explanation for Statement I.

b) Both Statement I and Statement II are 
correct, but Statement II is not the cor-
rect explanation for Statement I.

c) Statement I is correct, but Statement II is 
not correct.

d) Statement I is not correct, but Statement 
II is correct.

9. Consider the following statements regard-
ing Primary Dealers in India:
Statement – I: Primary Dealers are finan-
cial institutions mandated to underwrite a 
portion of the primary issues of government 
securities and participate in their secondary 
market trading.
Statement – II: Primary Dealers have the 
exclusive privilege of participation in the 
Scheme of non-competitive bidding facili-
ty for government securities and Treasury 
Bills.
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 is the correct 
explanation for Statement I.

b) Both Statement I and Statement II are 
correct, but Statement II is not the cor-
rect explanation for Statement I.

c) Statement I is correct, but Statement II is 
not correct.

d) Statement I is not correct, but Statement 
II is correct.

10. Consider the following statements regard-
ing Certificates of Deposit (CDs) in India:
Statement – I: Certificates of Deposit are ne-
gotiable money market instruments issued 
by scheduled commercial banks and select 
All-India Financial Institutions (FIs).
Statement – II: The minimum issue size of a 
Certificate of Deposit is ₹1 lakh, with subse-
quent denominations in multiples of ₹1 lakh 
permitted.
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 is the correct 
explanation for Statement I.

b) Both Statement I and Statement II are cor-
rect, but Statement II is not the correct 
explanation for Statement I.

c) Statement I is correct, but Statement II is 
not correct.

d) Statement I is not correct, but Statement II 
is correct.

11. Consider the following statements regard-
ing Venture Capital are correct?
1.	 Venture Capital is a form of private equity 

that provides financing to startups and 
small businesses with long-term growth 
prospects.

2.	 Venture capitalists support businesses 
exclusively through financial assistance.

3.	 Seed Funding falls under the category of 
Venture Capital.

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

12. Consider the following statements regard-
ing the Securities and Exchange Board of 
India (SEBI):
1. It was first established in 1988 as a 

non-statutory body for regulating the 
securities market.

2.  The Reserve Bank of India (RBI) is repre-
sented on the Securities and Exchange 
Board of India (SEBI) Board by the Dep-
uty Governor, who serves as a part-time 
member.

3. SEBI is a quasi-judicial body as it passes 
rulings and orders to regulate security 
markets.

How many of the above statements are cor-
rect?
(a) Only one
(b) Only two
(c) All three
(d) None 
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13. Consider the following statements regard-
ing Bond yield:
1. Bond yield is the return an investor realiz-

es on an investment in a bond.  
2. Bond price and yield are directly propor-

tional.
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

14. Which of the following accurately de-
scribes the role of underwriters in execut-
ing a “Greenshoe Option”?
(a) They reserve a portion of IPO shares for 

qualified institutional buyers to ensure 
minimum subscription.

(b) They short predefined additional shares 
during an IPO and buy them back at offer-
ing price to stabilize post-listing price.

(c) They allocate extra shares only to retail 
investors when demand exceeds initial 
offering.

(d) They create a special trading window 
where IPO shares can be purchased at 
different price points.

15. Consider the following with reference to 
India’s capital market:
1.	 Initial Public Offering
2.	 Follow-on Public Offering
3.	 Rights Issue
4.	 Qualified Institutional Placement
How many of the above are methods of rais-
ing capital through the Primary Market?
(a) Only one
(b) Only two
(c) Only three
(d) All four

16. In modern corporate finance, which of the 
following accurately describes one opera-
tion method of a sinking fund?
(a) The firm creates a separate equity pool 

through annual share issuances to even-
tually replace outstanding bonds.

(b) The firm makes periodic payments to a 
trustee, with payments invested so the 
accumulated sum can retire the entire 
debt issue at maturity.

(c) The firm establishes a leveraged buyback 
program to systematically reduce out-
standing shares.

(d) The firm designates a portion of retained 
earnings that can only be used for divi-
dend distribution.

17. With reference to Participatory Notes in 
Indian financial markets, consider the fol-
lowing statements:
1.	 They are financial instruments issued by 

registered foreign portfolio investors to 
overseas investors.

2.	 They are overseas derivative instruments 
with Indian stocks as their underlying 
assets.

3.	 They are traded directly on Indian stock 
exchanges.

4.	 They allow foreign investors to invest in 
Indian securities without registering with 
SEBI.

Which of the statements given above are cor-
rect?
(a) 1, 2 and 4 only
(b) 2, 3 and 4 only
(c) 1 and 3 only
(d) 1, 2, 3 and 4

18. With reference to Credit Information Com-
panies (CICs) in India, consider the follow-
ing statements:
1.	 CICs are licensed by the Reserve Bank 

of India and regulated under the Credit 
Information Companies Regulation Act, 
2005.

2.	 Every credit institution must be a mem-
ber of at least one CIC.

3.	 CICs can collect credit information from 
any financial institution operating in In-
dia regardless of membership.

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

19. Consider the following statements regard-
ing Initial Public Offering (IPO) are cor-
rect?
1.	 An IPO allows a private company or cor-

poration to become public by offering a 
portion of its stake to investors.

2.	 Any adult individual capable of entering 
into a legal contract can meet the eligibili-
ty criteria to apply for an IPO.

3.	 Flipping refers to the practice of reselling 
IPO stocks within the first few days to 
earn a quick profit.

How many of the above statements are cor-
rect?
(a) Only one
(b) Only two
(c) All three
(d) None
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20. Consider the following statements regard-
ing State Development Loans (SDLs):
1. SDLs are dated securities issued through 

normal auction similar to the auctions 
conducted for dated securities issued by 
Central Government.

2. SDLs issued by the State Governments do 
not eligible as collaterals for borrowing 
through market repo.

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

21. Consider the following statements regard-
ing Nalanda University
1.	 Nalanda University was founded during 

the reign of the Maurya dynasty.
2.	 Hiuen Tsang documented the university’s 

rigorous admission tests and scholarly 
environment during his visit.

3.	 The university was destroyed by Bakhti-
yar Khalji during his invasion in the late 
12th century.

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

22. Constitutional morality, as a concept, re-
fers to 
(a) Adhering strictly to the literal interpreta-

tion of the Constitution, without consid-
ering its spirit or evolving societal needs.

(b) Ensuring that governance aligns with 
constitutional values like justice, liberty, 
equality, fraternity, and the rule of law, 
beyond mere legal compliance.

(c) Following historical traditions and cus-
toms as the primary basis for constitu-
tional interpretation.

(d) Limiting constitutional interpretation 
and decision-making strictly to the legis-
lature, excluding the judiciary and execu-
tive.

23. Consider the following statements

Statement-I: 

The GST Council is a constitutional body es-
tablished under Article 279A to make recom-
mendations on the implementation of Goods 
and Services Tax (GST) in India.

Statement-II: 

The GST Council is composed only of Union 
Ministers, with no representation from the 
State Governments.

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 is the correct 
explanation for Statement-I

(b) Both Statement-I and Statement-II are 
correct, but Statement-II is not the cor-
rect explanation for Statement-I

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

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

24. Consider the following statements re-
garding Quadrilateral Security Dialogue 
(Quad)
1.	 The Quad is a formal multilateral orga-

nization with a permanent secretariat 
located in Tokyo, Japan.

2.	 The Quad aims to ensure a free and open 
Indo-Pacific through strategic coopera-
tion.

3.	 India is a member of the Quad.
How many of the statements given above are 
correct?
(a) Only one
(b) Only two
(c) All three
(d) None
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25. Consider the following pairs
Monetary Policy 

Tool Purpose/Function

1. Open Market Op-
erations  (OMO)          

Buying or selling gov-
ernment securities to 
regulate liquidity

2. Cash Reserve Ra-
tio (CRR) 

The percentage of 
bank deposits that 
must be invested in 
government securities

3. Statutory Liquid-
ity Ratio (SLR)                                          

The percentage of 
bank deposits that 
must be kept with the 
RBI

4. Repo Rate                             
The interest rate at 
which RBI lends to 
commercial banks

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

Passage 
Some research studies have also argued in fa-
vour of shutting down old coal power plants, 
citing the economic and the environmental 
benefits of shutting down coal plants older 
than, say, 25 years. New plants, presumably 
more efficient, is argued to reduce coal usage. 
However, the overall savings by closing old 
plants will be just 2% of gross power genera-
tion cost and will not even be sufficient to pay 
undischarged debt of many of these plants. 
Similarly, savings in coal consumption by re-
placing generation from plants older than 25 
years with newer coal plants are also likely to 
be only in the 1%-2% range. Also, the overall 
production cost of many older plants are even 
low per than new ones, because they are close 
to coal source. Many of them have shown the 
capacity to limit their emissions by installing 
pollution control equipment and maintain 
their profit margins even after incurring such 
installation’s cost. Above all, the renewable 
energy sector that is holding promises for 
future is yet susceptible to seasonal vagaries 
and without these old plants, frequent lower 
shutdowns are inevitable for considerable 
years.

26. Which of the following is/are the corol�-
lary/corollaries that can be made from the 
above passage?
1. We should let the old plants fade away 

only in due course
2. Old plants win in both economic and 

environmental cost calculations unlike 
new ones which have only ecological 
advantages

Code:
a. 1 only
b. 2 only
c. Both 2 & 1
d. Neither 1 nor 2

27. Pipe A can fill a cistern in 24 Min and  pipe 
B in 36 min. If both opened together, when 
should pipe B be closed so that the cistern 
will be filled in 18 minutes.
a. 18 minutes
b. 8 minutes
c. 9 minutes
d. 10 minutes 

28. A and B can do a piece of work in 6 days, 
while C and D can do the same work in 12 
days. In how many days will A, B, C and D 
do it together?
a. 12 days
b. 4 days
c. 3 days
d. 2 days

29. A and B undertake to do a piece of work 
for Rs. 450. A can do it in 20 days and B can 
do it in 40 days. With the help of C, they fin-
ish it in 8 days. How much should C be paid 
for his contribution?
a. Rs. 180
b. Rs. 40
c. Rs. 120
d. Rs. 60

30. Prajwal and Arjun are working on an as-
signment. Prajwal takes 6 hours to type 
32 pages on a computer, while Arjun takes 
5 hours to type 40 pages. How much time 
will they take, working together on two 
different computers to type an assignment 
of 110 pages?
a. 7 hours 30 minutes
b. 8 hours
c. 8 hours 15 minutes
d. 8 hours 25 minutes
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1.	 Solution: A

Front running represents one of the most 
significant breaches of trust in broker-client 
relationships within securities markets. 
This practice involves market participants ex-
ploiting privileged information about pending 
client orders for personal gain, undermining 
market integrity and fairness.
Front running occurs when a broker or trad-
er uses advance knowledge of pending large 
orders to execute trades for their own account 
before processing clients’ orders. This unethical 
practice allows them to capitalize on anticipat-
ed price movements that will result from the 
execution of the client’s order.
The Securities and Exchange Commission 
defines front running as “the practice of exe-
cuting orders on a security for its account while 
taking advantage of advance knowledge of 
pending orders from its customers”. In essence, 
it involves using non-public information about 
upcoming trades to gain an unfair market advan-
tage.
Hence, option (a) is correct.

2.	 Solution: A

Rentier capitalism represents a significant 
economic framework that has gained increasing 
attention from economists and social theorists 
in recent years. 
This economic system contrasts sharply with 
traditional models of productive capitalism, fo-
cusing on wealth generation through different 
mechanisms.
Rentier capitalism is defined as “an economic 
system in which a significant portion of income 
is derived from the ownership of assets, such as 
land, natural resources, or financial capital”. 
It creates an economic order organized around 
income-generating assets, in which overall in-
comes are dominated by rents and economic life 
is dominated by rentiers.
Hence, option (a) is correct.

3.	 Solution: D

Settlement systems are crucial infrastructure 
components that enable the smooth functioning 
of financial markets by facilitating the transfer 
of securities and funds between market partici-

SOLUTIONS

pants. 
India has evolved its settlement mechanisms 
significantly over the years to enhance efficiency, 
reduce risk, and align with global best practices.
T+1 settlement is a process that helps inves-
tors complete the settlement for buying and 
selling shares one day after the transaction date. 
For example: “With T+1 settlement, if you buy 
shares on Monday, they will be credited to your 
demat account on Tuesday, the next day itself. 
“India implemented the T+1 settlement cycle 
for all scrips in January 2023, making it one of 
the first major economies to make this shift. Pri-
or to this, India followed a T+2 settlement cycle, 
and before that, T+3 and T+5 cycles.
Hence statement 1is incorrect
While the LEI is required for various entities 
and transactions in Indian financial markets, it 
is not mandatory for all entities participating in 
RBI-regulated markets.
The LEI requirement applies specifically to:

•	 Non-individual entities conducting pay-
ment transactions of value ₹50 crore and 
above through RTGS/NEFT

•	 Non-individual borrowers with aggre-
gate exposure of ₹5 crore and above from 
banks and financial institutions

•	 Participants in over-the-counter markets 
for rupee interest rate derivatives, foreign 
currency derivatives, and credit deriva-
tives

•	 Entities participating in government se-
curities markets, money markets, and 
non-derivative forex markets, but with 
specific implementation timelines

The requirement is conditional based on trans-
action value, exposure amount, and specific 
market segments rather than applying univer-
sally to all market participants
Hence statement 2 is incorrect

4.	 Solution: A

 The Negotiated Dealing System-Order Match-
ing (NDS-OM) platform is an electronic, anon-
ymous order-matching system for secondary 
market trading in government securities. It was 
developed by the Reserve Bank of India (RBI) 
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and is owned by the RBI. 
The platform is hosted and administered by 
the Clearing Corporation of India Limited 
(CCIL), which operates it under the authoriza-
tion of the RBI.
The Negotiated Dealing System (NDS) was 
first introduced by the Reserve Bank of India 
in February 2002 to improve the trading of 
fixed-income investments. 
Prior to this system, government securities trad-
ing in India relied on telephone orders, physical 
Subsidiary General Ledger (SGL) transfer forms, 
and manual settlement processes, creating inef-
ficiencies in the market.
In August 2005, the RBI enhanced this infra-
structure by launching the NDS-OM, an elec-
tronic, screen-based, anonymous order-driven 
trading system specifically designed for second-
ary market trading in government securities. 
This development marked a significant ad-
vancement in India’s financial markets infra-
structure.

5.	 Solution: A

Money markets and debt securities play a vital 
role in India’s financial system by facilitating 
short-term borrowing and lending, managing 
liquidity, and enabling capital raising. Let’s ex-
amine the statements regarding various finan-
cial instruments in this sector.
According to the Reserve Bank of India guide-
lines, companies can issue Commercial Papers 
(CPs) if “the tangible net worth of the company, 
as per the latest audited balance sheet, is not 
less than Rs.4 crore.
The minimum credit rating shall be P-2 of 
CRISIL or such equivalent rating by other agen-
cies. 
Hence statement 1 is incorrect

•	 Money lent for one day is referred to as 
call money

•	 Money lent for more than one day and less 
than 15 days is called Notice Money

•	 Money lent for more than 15 days is 
known as term money

Call Money (Lending or Borrowing for 1 day or 
overnight duration). Notice Money (Lending or 
Borrowing for 2 to 14 days). Term Money (Lend-
ing or Borrowing for 15 to 364 days). 
Hence statement 2 is Incorrect
An inverted yield curve slopes downwards. 

This happens when short-term bond yields 
become higher than long-term bond yields, 
creating a downward slope. yield curve inver-
sion takes place when longer term yields falls 
much faster than short term yields.
Hence statement 3 is correct

6.	 Solution: B

The Corporate Debt Market Development 
Fund (CDMDF) represents a significant initia-
tive launched by the Union Finance Minister 
to enhance liquidity and stability in India’s cor-
porate bond market. 
This fund acts as a backstop facility, providing 
crucial support during market dislocations while 
promoting investor confidence in debt securi-
ties.
CDMDF is notified as an Alternative Invest-
ment Fund (AIF) in the form of a Trust under 
SEBI (AIF) Regulations.  
Hence statement 1 is correct
The GSCD provides a complete guarantee cov-
er for debt raised by the CDMDF. 
GSCD is managed by the Guarantee Fund for 
Corporate Debt (GFCD), which is a trust fund 
formed by the Department of Economic Affairs 
(DEA) and managed by the National Credit Guar-
antee Trustee Company Ltd. 
The guarantee mechanism is established to sup-
port the borrowing activities of CDMDF.
Hence statement 2 is correct
During normal market conditions, CDMDF 
focuses on dealing in low duration government 
securities (G-sec), treasury bills, and guaranteed 
corporate bond repo. 
However, when the market experiences dis-
location, CDMDF steps in to purchase invest-
ment-grade corporate debt securities, providing 
a safety net for investors.  
It would purchase investment grade debt se-
curities both in stressed and normal times and 
help in development of the bond market.
Hence statement 3 is incorrect
The CDMDF is a fund wherein the corpus of 
Rs 3000 crore will be created by contributions 
from the fixed-income schemes of mutual funds 
and asset management companies. 
The total backstop facility, which includes the 
initial corpus plus potential leverage: the 
government will provide a guarantee of up to 
Rs 30,000 crore additionally. 
Hence statement 4 is incorrect
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7.	 Solution: A

Masala Bonds are specialized debt instru-
ments that form an important component of In-
dia’s external commercial borrowing framework. 
These financial instruments have gained prom-
inence as a mechanism for Indian entities to 
access international capital while managing 
currency risks effectively.
Masala Bonds are rupee-denominated bonds. It 
is a debt instrument issued by an Indian entity in 
foreign markets to raise money, in Indian curren-
cy, instead of dollars or local denomination. 
Masala bonds are Indian rupee denominated 
bonds issued to buyers outside India, where 
the currency risk lies with the investor and not 
the issuer. 
Masala bonds are bonds issued outside India 
but denominated in Indian Rupees, rather than 
the local currency.
Hence statement 1 is correct
Its consistently indicate that currency risk 
is transferred to investors, not retained by 
issuers:

•	 In case of any risk, the investor has to bear 
the loss and not the borrower.

•	 By issuing debt in Indian rupees, Masala 
Bonds shifts the currency exchange risk to 
investors.

•	 Due to their rupee denomination, Mas-
ala Bonds expose investors to INR/USD 
exchange rate fluctuations, potentially 
affecting returns if the rupee depreciates 
against the dollar.

Hence statement 2 is incorrect
The eligible issuers of Masala Bonds include 
various entities beyond just public sector organi-
zations:
Any corporate and Indian bank is eligible to 
issue Rupee denominated bonds overseas.
Hence statement 3 is incorrect
Masala Bonds are denominated in Indian rupees, 
they are settled in US dollars:

•	 Which are bonds denominated in Indian 
Rupees but settled in a foreign currency 
(for example, U.S. dollars).

•	 Masala Bonds are Indian rupee-denomi-
nated but settled in U.S. dollars, shielding 
investors from currency fluctuations.

The settlement of the bonds will be in US dollars 

but since they are pegged to the Indian currency 
-rupee-, investors will directly take the currency 
risk or exchange rate risks. Settlement is done in 
US dollars because of the limited convertibility 
of rupee.
Hence statement 4 is correct

8.	 Solution: B

​Tri-Party Repo, commonly referred to as 
TREPS (Tri-Party Repo Dealing System), is a 
financial instrument in India’s money mar-
ket that facilitates short-term borrowing and 
lending, primarily among financial institutions, 
banks, and mutual funds. 
In a typical repo (repurchase agreement), one 
party sells a security to another with an agree-
ment to repurchase it at a later date for a pre-
determined price. This mechanism effectively 
functions as a secured loan, with the security 
acting as collateral. 
The introduction of a third-party agent in a 
tri-party repo adds an additional layer of effi-
ciency and security to the transaction.
In a tri-party repo, apart from the borrow-
er and the lender, a third entity known as the 
tri-party agent facilitates various services such 
as collateral selection, payment and settlement, 
custody, and management throughout the life of 
the transaction. 
This agent ensures that the collateral meets the 
agreed-upon criteria and manages the opera-
tional aspects of the repo agreement.
Hence statement 1 is correct
Tri-party repo transactions are predominant-
ly collateralized using government securities, 
including Treasury Bills (T-Bills). This practice 
ensures a high level of safety and liquidity, as 
government securities are considered risk-free 
assets.
Hence statement 2 is correct
Both statements are correct; however second 
statement does not explain first statement.

9.	 Solution: C

Primary Dealers (PDs) are specialized finan-
cial intermediaries that play a crucial role in 
the government securities market in India. 
Introduced by the Reserve Bank of India (RBI) 
in 1995, the Primary Dealer system was estab-
lished to strengthen the market infrastructure 
for government securities and create a more 
efficient secondary market trading system.
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PDs are obligated to underwrite primary is-
suances of government securities, ensuring suc-
cessful subscription during auctions. They also 
engage in secondary market trading to promote 
liquidity and facilitate efficient price discovery.
Hence statement 1 is correct
To encourage retail participation in the primary 
market for Government Securities, the facility of 
non-competitive bidding in Dated Government 
Securities and Treasury Bills auctions has been 
introduced. 
This will enable the investor to purchase a spec-
ified number of securities at the weighted aver-
age rate of the accepted competitive bids. 
Participation in the Scheme of non-competitive 
bidding is open to retail investors. Retail inves-
tor is any person including individuals, firms, 
companies, corporate bodies, institutions, prov-
ident funds, trusts and any other entity as pre-
scribed by RBI. 
Eligible investors cannot participate directly. 
They have to necessarily come through an aggre-
gator or facilitator.
Hence statement 2 is incorrect

10.	Solution: C

  Certificates of Deposit (CDs) are negotiable 
money market instruments issued by banks 
and select financial institutions to raise short-
term funds. 
They offer investors a fixed return over a spec-
ified period and are considered relatively safe 
investments.
CDs can be issued by scheduled commercial 
banks and select All-India Financial Institutions. 
Furthermore, these instruments are issued only 
in dematerialized form and held with a deposi-
tory registered with the Securities and Ex-
change Board of India (SEBI).
Hence statement 1 is correct
As per the RBI’s Master Direction on Certificates 
of Deposit issued on June 4, 2021, CDs shall be 
issued in minimum denominations of ₹5 lakh 
and in multiples of ₹5 lakh thereafter. This up-
dated the previous guidelines, which had set the 
minimum denomination at ₹1 lakh.
Hence statement 2 is incorrect

11.	Solution: B

Venture capital (VC) is a form of private equi-
ty and a type of financing for startup companies 

and small businesses with long-term growth 
potential.
Hence, statement 1 is correct.
Venture capitalists provide backing through 
financing, technological expertise, or managerial 
experience.
Hence, statement 2 is incorrect.
Types of Venture Capital:
Pre-Seed: This is the earliest stage of business 
development when the founders try to turn an 
idea into a concrete business plan. 
Seed Funding: This is the point where a new 
business seeks to launch its first product. 
Early-Stage Funding: Once a business has de-
veloped a product, it will need additional capital 
to ramp up production and sales before it can 
become self-funding.
Hence, statement 3 is correct.

12.	Solution: C

The Securities and Exchange Board of In-
dia (SEBI) was first established in 1988 as a 
non-statutory body for regulating the securities 
market. 
Hence, statement 1 is correct.
Before it came into existence, the Controller 
of Capital Issues was the market’s regulatory 
authority, and derived power from the Capital 
Issues (Control) Act, 1947. 
SEBI became an autonomous body on 30 January 
1992 and was accorded statutory powers with 
the passing of the SEBI Act, 1992 by the Parlia-
ment of India. 
It has its headquarters at the business district 
of Bandra Kurla Complex in Mumbai and has 
Northern, Eastern, Southern and Western Re-
gional Offices in New Delhi, Kolkata, Chennai, 
and Ahmedabad, respectively. 
Up until June 2023, it also had 17 local offices 
spread all over India to promote investor edu-
cation; however, 16 of them were closed as part 
of a restructuring exercise.
SEBI is managed by its board of members, which 
consist of the following people:

•	 The chairman, who is nominated by the 
Union Government of India.

•	 Two members from the Union Finance 
Ministry.

•	 One member from the Reserve Bank of In-
dia.
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Hence, statement 2 is correct.
The remaining five members are nominated by 
the Union Government of India, and out of them 
at least three should be whole-time members.
After the amendment of 1999, collective invest-
ment schemes were brought under SEBI except 
Nidhis, chit funds and cooperatives.
SEBI has three powers rolled into one body: 
quasi-legislative, quasi-judicial and quasi-execu-
tive. It drafts regulations in its legislative capac-
ity, it conducts investigation and enforcement 
action in its executive function and it passes 
rulings and orders in its judicial capacity.
Hence, statement 3 is correct.

13.	Solution: A

Bond yield represents the return an investor 
earns from holding a bond. It is a crucial metric 
in fixed-income markets and is influenced by 
factors such as bond price, interest rates, and 
economic conditions. 
Investors analyze bond yields to assess profit-
ability and market sentiment.
There are different types of bond yields, includ-
ing:

•	 Current Yield – Calculated as the annual 
coupon payment divided by the bond’s 
current market price.

•	 Yield to Maturity (YTM) – The total 
return an investor will receive if the bond 
is held until maturity.

•	 Yield Spread – The difference in yields 
between two different bonds, often used 
for risk assessment.

Bond yield refers to the earnings an investor 
receives from a bond, typically expressed 
as a percentage. It considers factors such as 
the bond’s price, coupon payments, and time 
to maturity. Bond yield serves as an indicator of 
expected returns for bondholders.
Hence, statement 1 is correct

•	 When bond prices increase, the yield 
decreases because the fixed coupon 
payment becomes a smaller percentage 
of the bond’s higher price.

•	 Conversely, when bond prices decrease, 
the yield increases since the same cou-
pon payment represents a larger percent-
age of the lower price.

This inverse relationship arises because bonds 
with fixed interest payments become more or 
less attractive compared to prevailing mar-
ket interest rates.
Hence, statement 2 is incorrect.

14.	Solution: B

The Greenshoe option, officially known as an 
over-allotment option, is an important mech-
anism used during Initial Public Offerings 
(IPOs) to ensure market stability and manage 
price volatility in newly listed shares. 
In the IPO process, underwriters serve as inter-
mediaries between the issuing company and 
potential investors. 
Their fundamental role is to facilitate the suc-
cessful launch of an IPO by determining the 
offering price, marketing the issue, and ensuring 
a smooth transition from private to public own-
ership. 
The Greenshoe option represents a special-
ized tool within their arsenal to manage 
post-listing market dynamics.
A Greenshoe option is a provision in the under-
writing agreement that grants underwriters the 
right to sell up to predetermined limit shares 
than originally planned in the IPO if demand 
exceeds expectations.
Hence, option (b) is correct.

15.	Solution: D

The capital market in India is structured into 
two interdependent segments: the primary 
market and the secondary market. 
The primary market is where new securities are 
created and issued for the first time, allowing 
companies and governments to raise fresh capi-
tal from investors. 
Unlike the secondary market where existing 
securities are traded between investors, the pri-
mary market facilitates direct capital flow from 
investors to issuers.
The primary market, also known as the New 
Issue Market, serves as the platform where 
companies issue new securities to raise funds 
for various purposes such as business expan-
sion, debt reduction, or working capital require-
ments. 
In this market, securities are created for the first 
time and offered to investors through various 
mechanisms, with the transaction typically in-
volving three key entities: the issuing compa-
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ny, investors, and underwriters.

An Initial Public Offering is the process 
through which a private company offers its 
shares to the public for the first time. 
It represents one of the most significant meth-
ods for companies to raise capital in the primary 
market. 
When a company conducts an IPO, it transitions 
from being privately held to publicly traded, 
allowing it to access a much broader pool of 
investors and capital.
Hence, statement 1 is correct.
A Follow-on Public Offering refers to the 
issuance of additional shares to the public by a 
company that is already listed on stock exchang-
es. Unlike an IPO, an FPO is conducted by compa-
nies that have previously gone public. This meth-
od allows listed companies to raise additional 
capital from the market.
Hence, statement 2 is correct.
A Rights Issue is a method where a company 
offers additional shares to its existing sharehold-
ers in proportion to their current holdings, typ-
ically at a discounted price. This approach gives 
preference to current shareholders, allowing 
them to maintain their proportional ownership 
in the company.
Hence, statement 3 is correct.
Qualified Institutional Placement is a mech-
anism that allows listed companies in India 
to raise capital by issuing equity shares or 
convertible securities specifically to Quali-
fied Institutional Buyers (QIBs) such as mutual 
funds, insurance companies, and banks.
QIPs were introduced by SEBI in 2006 to pro-
vide companies with a faster way to raise funds 
domestically and reduce their dependence on 
foreign capital instruments like Foreign Curren-
cy Convertible Bonds (FCCBs) and Global Depos-
itory Receipts.
Hence, statement 4 is correct.

16.	Solution: B

A sinking fund is a financial instrument estab-
lished by companies to systematically set aside 
money over time to meet a future financial 
obligation, particularly for debt repayment. 
This approach represents prudent financial 
planning, allowing companies to prepare for 
large future expenditures or debt maturities 
without facing liquidity crises. 

By accumulating funds gradually, companies 
can ensure that they have sufficient resources 
to retire bonds or other debt instruments when 
they mature.
In corporate finance, a sinking fund is pri-
marily used to reduce the risk associated 
with debt repayment. The company allocates 
a portion of its earnings to the fund at regular 
intervals, which accumulates over time to even-
tually retire debt securities. This provides sever-
al advantages:

1.	 It reduces default risk by ensuring funds 
are available for debt repayment

2.	 It may improve the company’s credit 
rating, potentially lowering future bor-
rowing costs

3.	 It demonstrates financial responsibility 
to investors and creditors

4.	 It smooths out the cash flow impact of 
large debt repayments

Hence, option (b) is correct.

17.	Solution: A

Participatory Notes (P-Notes or PNs) are fi-
nancial instruments that play a significant role 
in facilitating foreign investments in Indian 
securities markets. 
They are offshore derivative instruments that 
allow overseas investors to gain exposure to 
Indian securities without having to directly 
register with Indian regulatory bodies. This 
mechanism has become an important channel 
for foreign capital inflows, though it has also 
raised concerns about regulatory oversight and 
transparency.
Participatory Notes are financial instruments 
issued by registered Foreign Institutional In-
vestors (FIIs) to overseas investors who wish to 
invest in Indian securities markets. 
These FIIs must be registered with SEBI, but the 
end investors who purchase the P-Notes do not 
need to register.
Hence, statement 1 is correct.
P-Notes are considered offshore derivative 
instruments (ODIs) that have Indian securities 
as their underlying assets. A P-Note essentially 
“is a derivative instrument issued in foreign ju-
risdictions, by a SEBI registered Foreign Insti-
tutional Investor (FII) or its sub-accounts or 
one of its associates, against underlying Indian 
securities”
Hence, statement 2 is correct.
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P-Notes are not traded directly on Indian 
stock exchanges. Instead, they are traded in 
foreign jurisdictions among overseas investors. 
When a foreign investor wants to invest using 
P-Notes, they deposit funds with a registered FII, 
who then purchases the actual securities from 
the Indian marketplace on their behalf. 
The P-Notes themselves are traded in secondary 
markets outside India, not on Indian exchanges.
Hence, statement 3 is incorrect.
One of the primary purposes of P-Notes is to 
allow foreign investors to gain exposure to 
Indian securities without going through the 
complex process of registering with SEBI.
Hence, statement 4 is correct.

18.	Solution: B

Credit Information Companies (CICs) play 
a crucial role in India’s financial ecosystem 
by collecting, processing, and maintaining 
credit information of borrowers. These enti-
ties help lenders assess the creditworthiness of 
potential borrowers through credit reports and 
credit scores, thereby facilitating efficient credit 
distribution and reducing default risks in the 
financial system.
The Credit Information Companies (Regu-
lation) Act, 2005 (CICRA) is legislation enact-
ed by the Government of India to regulate the 
actions of credit information companies in India. 
One of the foundational provisions of the CIC 
Act is the requirement for Credit Information 
Companies to be licensed by the Reserve Bank of 
India (RBI). To operate legally, a CIC must meet 
specific criteria set forth by the RBI, including 
maintaining minimum capital requirements and 
following data security guidelines.
Hence, statement 1 is correct.
According to Section 15 of the Credit Infor-
mation Companies (Regulation) Act, 2005 
(CICRA), every Credit Institution shall become a 
member of at least one CIC. 
RBI has subsequently issued directives mandat-
ing that all Credit Institutions become mem-
bers of all CICs to overcome the problem of 
incomplete/inaccurate credit information.
Hence, statement 2 is correct.

According to Section 17(1) of CICRA, CICs are 
permitted to collect credit information solely 
from their member Credit Institutions (CIs) or 
other member CICs. Section 17 of CICRA stip-
ulates that a CIC may seek and obtain credit in-

formation from its members (Credit Institution/
CIC) only
Hence, statement 3 is incorrect.

19.	Solution: C

Initial Public Offering (IPO) can be defined 
as the process in which a private company 
or corporation can become public by selling a 
portion of its stake to the investors.
Hence, statement 1 is correct.
This process also creates an opportunity for 
smart investors to earn a handsome return on 
their investments. Investing in IPOs can be a 
smart move if you are an informed investor. 
But not every new IPO is a great opportunity. 
Benefits and risks go hand-in-hand. Before 
you join the bandwagon, it is important to un-
derstand the basics.
Any individual who is an adult and is capable of 
entering into a legal contract can serve the eligi-
bility norms to apply in the IPO of a company.
Hence, statement 2 is correct.
Flipping is the practice of reselling an IPO 
stock in the first few days to earn a quick profit.
Hence, statement 3 is correct.

20.	Solution: A

State Governments also raise loans from the 
market which are called SDLs. SDLs are dated 
securities issued through normal auction similar 
to the auctions conducted for dated securities 
issued by the Central Government. 
Hence, statement 1 is correct.
Interest is serviced at half- yearly intervals 
and the principal is repaid on the maturity date. 
Like dated securities issued by the Central Gov-
ernment, SDLs issued by the State Governments 
also qualify for SLR. 
They are also eligible as collaterals for bor-
rowing through market repo as well as bor-
rowing by eligible entities from the RBI under 
the Liquidity Adjustment Facility (LAF) and spe-
cial repo conducted under market repo by CCIL. 
Hence, statement 2 is incorrect.

21.	Solution: B

Nalanda University: 
•	 Nalanda was an ancient center of 

learning and a major Buddhist site, 
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rediscovered in the 19th century.
•	 Founded around 427 AD by Emperor 

Kumaragupta I of the Gupta dynasty.
•	 It flourished under the Pala kings and 

monks of Nalanda, who were patron-
ized by the Pithipatis of Bodh Gaya.

Academic Significance:
•	 Offered studies in music, Sanskrit, as-

tronomy, yoga, Ayurveda, philosophy, 
and Buddhist teachings (Hinayana & 
Mahayana).

•	 Famous scholars associated with Na-
landa: 

o	 Hiuen Tsang (Xuanzang) – A Chi-
nese traveler who visited Nalanda 
in the 7th century and document-
ed its rigorous admission tests 
and scholarly excellence.

o	 Aryabhata – An ancient Indi-
an mathematician-astronomer, 
believed to have been associated 
with Nalanda.

Decline and Destruction:
•	 The university faced a decline due to 

various factors.
•	 Ransacked and destroyed by Bakhtiyar 

Khalji around 1200 AD, leading to the 
burning of its vast collection of manu-
scripts.

https://www.thehindu.com/books/of-a-gilded-
past-and-the-future-nalandas-lost-glory-and-
new-found-ambitions/article68414582.ece

22.	Solution: B

Constitutional Morality: 
•	 Constitutional morality refers to 

adherence to the core principles and 
values of the Constitution, ensuring 
governance aligns with justice, liberty, 
equality, fraternity, and the rule of law.

•	 Introduced by Dr. B.R. Ambedkar, who 
emphasized its role in preserving democ-
racy and ensuring accountability.

Pillars of Constitutional Morality:
•	 Constitutional Values – Justice, liber-

ty, equality, fraternity, secularism, and 
dignity.

•	 Rule of Law – Supremacy of the Constitu-
tion, accountability under the law.

•	 Democratic Principles – Citizen partici-
pation and representative governance.

•	 Fundamental Rights – Protection 
of rights such as equality, freedom of 
speech, and religious freedom.

•	 Separation of Powers – Balance be-
tween the legislature, executive, and 
judiciary.

•	 Checks and Balances – Preventing 
power abuse and safeguarding individual 
rights.

•	 Constitutional Interpretation – Adapt-
ing laws to societal changes while up-
holding constitutional principles.

•	 Ethical Governance – Ensuring trans-
parency, accountability, and integrity in 
administration.

https://www.thehindu.com/opinion/lead/
constitutional-respect-should-not-be-re-
duced-to-optics/article68301227.ece

23.	Solution: C

GST Council: 
•	 GST Council is a constitutional body 

responsible for making recommendations 
on the implementation of the Goods and 
Services Tax (GST) in India.

•	 Established under Article 279A of the 
Indian Constitution, which empowers the 
President of India to constitute this joint 
forum of the Centre and States.

Composition of the GST Council:
•	 Union Finance Minister – Chairperson.
•	 Union Minister of State for Finance 

(Revenue) – Member.
•	 Finance/Taxation Minister (or any 

nominated Minister) from each State 
Government – Member.

Functions of the GST Council:
•	 Recommends GST rates, including floor 

rates with bands.
•	 Decides exemptions on certain goods 

and services.
•	 Frames model GST laws and principles 

governing the Place of Supply.
•	 Sets threshold limits for GST registra-

tion.
•	 Determines special rates for additional 

revenue generation during natural ca-
lamities or disasters.

•	 Provides special provisions for certain 
States based on economic and geograph-
ical factors.
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https://www.business-standard.com/opinion/
columns/7-years-of-gst-balancing-tech-transfor-
mation-124062000019_1.html

24.	Solution: B

Quadrilateral Security Dialogue (Quad): 
•	 Quad is an informal strategic grouping 

of four democracies: India, Australia, 
the United States, and Japan.

•	 Objective: To ensure a free, open, and 
rules-based Indo-Pacific while uphold-
ing international law and regional stabil-
ity.

Key Features:
•	 Focus Areas: Maritime security, climate 

change, regional investment, and techno-
logical innovation.

•	 Not a formal multilateral organization: 
It lacks a permanent secretariat or 
decision-making body (unlike the EU or 
UN).

•	 Works through existing agreements: 
Enhances cooperation among member 
nations without a binding structure.

Policy Initiatives Under Quad: 
•	 Health – Quad Vaccine Partnership (ex-

panded to Quad Health Security Part-
nership in 2023), focusing on e-health 
systems and pandemic preparedness.

•	 Climate – Quad Climate Change Ad-
aptation and Mitigation Package 
(Q-CHAMP) (2022) and Principles on 
Clean Energy Supply Chains (2023).

•	 Critical & Emerging Technology – 
Semiconductor Supply Chain Initiative 
(2021) to diversify technology supply 
chains.

•	 Space – Indo-Pacific Partnership for 
Maritime Domain Awareness (IPMDA) 
(2022).

•	 Infrastructure – Trilateral Partnership 
for Infrastructure Investment in the 
Indo-Pacific (TIP) (2018).

•	 Cybersecurity – Quad Cybersecurity 
Partnership (2022).

https://www.orfonline.org/research/two-de-
cades-of-the-quad-diplomacy-and-cooper-
ation-in-the-indo-pacific#:~:text=The%20
Quad%20is%20formed%20by,after%20the%20
Indian%20Ocean%20Tsunami.&text=The%20
first%20Quad%20officials’%20meeting,in%20

the%20Indo%2DPacific%20region.

25.	Solution: B

Tools for Controlling Interest Rates: 
•	 The Reserve Bank of India (RBI) uses 

various monetary policy tools to regulate 
liquidity, interest rates, and inflation 
in the economy.

Key Tools for Interest Rate Control:
•	 Open Market Operations (OMO):

o	 The RBI buys or sells govern-
ment securities in the open mar-
ket to adjust the money supply 
and influence interest rates.

o	 Buying securities injects liquid-
ity, lowering interest rates, while 
selling securities absorbs liquidi-
ty, raising rates.

•	 Cash Reserve Ratio (CRR):
o	 The percentage of a bank’s net 

demand and time liabilities 
(NDTL) that must be maintained 
with the RBI as cash reserves.

o	 Higher CRR reduces liquidity, 
leading to higher interest rates; 
lower CRR increases liquidity, 
lowering rates.

•	 Statutory Liquidity Ratio (SLR):
o	 The percentage of NDTL that 

banks must maintain in the form 
of liquid assets such as govern-
ment securities, cash, or gold.

o	 A higher SLR restricts lending 
and raises interest rates, while a 
lower SLR increases credit avail-
ability, reducing rates.

•	 Repo Rate:
o	 The interest rate at which RBI 

lends money to commercial 
banks for the short term.

o	 Lower repo rate → cheaper bor-
rowing → increased spending & 
investment.

o	 Higher repo rate → expensive 
borrowing → controlled infla-
tion & reduced liquidity.

https://indianexpress.com/article/explained/
explained-economics/sticky-inflation-why-is-
rbi-refusing-to-cut-interest-rates-9378904/
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26.	Correct Option : A

Justification :
Due course means in a slow and steady manner. 
So old plants can be closed only after ensuring 
the situation is amicable: no sudden power crisis 
or renewable sector evolves into stable one. So 
1 is correct. New plants also good in ecological 
sector and economic also so 2 is wrong.

27.	Correct Option : C

Justification :
Total capacity of the cistern = LCM of 24 & 36 = 
72
Time taken by Pipe A to fill cistern = 72/24 = 3
Time taken by Pipe B to fill cistern = 72/36 = 2
Pipe B should be closed after some, rest filling 
would be done by pipe A alone
Logic —> Pipe A worked for whole 18 minutes 
Pipe A work = 18 * 3 = 54 units
Remaining work = 72 - 54 = 18
18 units of work is being done by pipe B in = 
18/2 = 9 minutes 
Therefore, pipe B has to be shut after 9 minutes

28.	Correct Option : B

Justification :
Explanation:
A, B, C and D will together take  1/6+ 1/12
 = 4/1 = 12/3
⇒ 4 days to complete the work.

29.	Correct Option : A

Justification :
Explanation:
A & B would have done 8/20 & 8/40 of the work 
respectively in 8 days.
Together they have done 3/5th of the work.
This implies that C has done 2/5th of the work.
Thus, C should be paid 2/5th of the amount i.e. 
450 × 2/5 = Rs. 180.

30.	Correct Option : C

Justification :
Number of pages typed by Prajwal in 1 hour =   

32/6    =   16/3
Number of pages typed by Arjun in 1 hour = 
40/5     = 8
Number of pages typed by both in 1 hour =   
( 3/40  =  ) 8 +3/16    
Therefore Time taken by both to type 110 pages 
=   (  110 x   40/3  )hours
= 8 hours 15 minutes


