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Q1. Consider the following statements regarding the 'Impossible Trinity' (The Policy Trilemma)
in international macroeconomics:
Statement I: A country cannot simultaneously maintain a fixed foreign exchange rate, free capital
movement, and an independent monetary policy.
Statement II: In the context of India’s 'Managed Float' regime, the Reserve Bank of India (RBI) often
sacrifices absolute capital mobility to maintain a degree of control over both the exchange rate and
domestic interest rates.
Which one of the following is correct in respect of the above statements?
(a) Both Statement [ and Statement II are correct and Statement Il is the correct explanation for
Statement I.
(b) Both Statement I and Statement Il are correct but Statement II is not the correct explanation for
Statement [.
(c) Statement I is correct but Statement II is incorrect.
(d) Statement I is incorrect but Statement Il is correct.

Q2. With reference to 'Sterilization' operations conducted by the Reserve Bank of India,
consider the following statements:

[. It is a process used to neutralize the inflationary impact of large foreign capital inflows.

[I. Under the Market Stabilization Scheme (MSS), the RBI issues dated securities and treasury bills to
mop up excess liquidity.

[II. The interest payments on MSS securities are borne by the RBI's own surplus, not the Government
of India's budget.

[V. Sterilization helps in preventing the nominal appreciation of the Indian Rupee.

How many of the above statements are correct?

(a) Only one

(b) Only two

(c) Only three

(d) All the four

Q3. In the context of India's external sector, consider the following components:

[. Re-investment of earnings by foreign direct investors.

II. Short-term trade credits.

[II. External assistance via multilateral loans.

IV. Non-Resident Indian (NRI) deposits.

How many of the above are classified under the 'Capital Account' of the Balance of Payments?
(a) Only one

(b) Only two

(c) Only three

(d) All the four

Q4. Consider the following statements regarding 'Inverted Duty Structure' (IDS):

[. It occurs when the import duty on finished goods is lower than the import duty on raw materials or
intermediate inputs.

I1. IDS acts as a strategic incentive for domestic manufacturers to increase value addition under the
'Make in India' initiative.

www.insightsonindia.com 2 instacourses.insightsonindia.com


http://www.insightsonindia.com/

‘.’ INSIGHTSIAS
III. The Free Trade Agreements (FTAs) signed by India have occasionally exacerbated the issue of IDS
in the electronics and chemical sectors.
Which of the statements given above are incorrect?
(a) I 'and II only
(b) IT only
(c) lIT only
(d) I'and III only

Q5. Consider the following statements regarding 'Narrow Banking':

I. It involves banks placing their entire demand and time liabilities in risk-free assets like Government
Securities.

II. It is a strategy often recommended for banks with high Non-Performing Assets (NPAs) to ensure
capital preservation.

[II. The Payment Banks in India operate on a model that is a subset of the narrow banking concept.
How many of the above are correct?

(a) Only one

(b) Only two

(c) All the three

(d) None

Q6. In the context of ‘Alternative Investment Funds' (AIFs) in India, consider the following
types:

[. Social Venture Funds

II. Infrastructure Funds

III. Hedge Funds

IV. SME Funds

How many of the above are classified as 'Category I AIFs' by SEBI?
(a) Only one

(b) Only two

(c) Only three

(d) All the four

Q7. Consider the following statements in respect of 'Special Drawing Rights' (SDR):

I. It is a potential claim on the freely usable currencies of IMF members.

II. The value of the SDR is based on a basket of five currencies: US Dollar, Euro, Chinese Renminbi,
Japanese Yen, and British Pound.

[II. The weightage of the Chinese Renminbi (Yuan) in the SDR basket has remained unchanged since its
inclusion in 2016.

IV. SDRs can be held and used by private individuals and commercial entities for international trade
settlement.

Which of the statements given above is/are correct?

(a) I'and II only

(b) I and III only

(c) I, Il and IV only

(d) I only
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Q8. Consider the following statements about 'Prompt Corrective Action' (PCA) framework:
[. It applies equally to Public Sector Banks, Private Sector Banks, and Co-operative Banks.
II. 'Net NPA' and 'Tier 1 Leverage Ratio' are two of the key monitoring indicators under the revised
PCA framework.
Which of the statements given above is/are correct?
(a) I only
(b) IT only
(c) BothIand Il
(d) Neither I nor II

Q9. Consider the following pairs of 'Trade Barriers' and their 'Nature':

Barrier Nature

[. Sanitary and Phytosanitary (SPS) Food safety and animal/plant health regulations

Measures

II. Technical Barriers to Trade (TBT) Product size, shape, and labeling requirements

[1I. Voluntary Export Restraints (VER) Non-tariff quotas imposed by the exporting country

IV. Rules of Origin Criteria to determine the national source of a
product

How many of the above pairs are correctly matched?
(a) Only one

(b) Only two

(c) Only three

(d) All the four

Q10. A proposed levy on outward foreign-currency exchange transactions seeks to discourage
short-term, round-trip currency speculation by imposing a small cost on every exchange
transaction. Its objective is to stabilize global currency markets by reducing the profitability of
high-frequency “hot money” flows while having minimal impact on long-term international
trade and investment. Which one of the following taxes best describes this levy?

(a) Pigouvian Tax

(b) Tobin Tax

(c) Robin Hood Tax

(d) Equalization Levy

Q11. A gardener increased the length of his rectangular garden by 40% and decreased its
breadth by 20%. The area of the new garden:

(a) has increased by 20%

(b) has increased by 12%

(c) has increased by 8%

(d) is exactly the same as the old area

Q12. A straight line segment is 36 cm long. Points are to be marked on the line from both ends.
From each end, the first point is at a distance of 1 cm from the end point and the second point is
at a distance of 2 cm from the first point, and so on. If the points on the ends are not counted
and the common points are counted as one, what is the number of points?
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(a) 10
(b) 12
(c) 14
() 16

Q13. The following graph shows the average profit of two companies A and B over the years

1995 to 2000.
Y

N

Average.profit in thousands ) —

1995 1996 1997 1998 ]_.999 2000
Year —3»

In which year was the average profit of A and B the same?
(a) 1995
(b) 1996
(c) 1997
(d) 1998

Q14. The following table shows the marks obtained by two students in different subjects:

Subject Student A | Maximum Marks | Student B | Maximum Marks
English 60 100 80 150
Psychology | 70 100 70 100
History 50 100 60 100
Sanskrit 30 50 15 25
The difference in the mean aggregate percentage marks of the students is:
(@) 2.5%
(b) 13.75%
(c) 1.25%
(d) Zero

Q15. Passage

Cynthia was a shy girl. She believed that she was plain and untalented. One day her teacher ordered
the pupils to act out a play during the school play. Cynthia nearly died of fright when she was told that
she would have to stand on stage in front of the entire class and deliver dialogues. The mere thought of
it made her feel sick. But a remarkable transformation occurred during the audition. A thin, shy girl,
her knees quaking, her stomach churning in terror, began to turn everyone with her excellent
performance. Her bored classmates suddenly stopped their noisy chatter at her slender figure on the
stage. At the end of her audition, the entire room erupted in thunderous applause.

Cynthia was afraid to stand on stage because:
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(a) she felt her classmates may laugh at her.
(b) her stomach was churning.
(c) she lacked self-confidence.
(d) she did not like school plays.
Solution: C
The passage states that Cynthia believed she was “plain and untalented.” This shows that she lacked
confidence in herself.
Therefore, she was afraid to perform on stage.
Explanation
The primary reason behind Cynthia’s fear was her low self-esteem and lack of self-confidence.
Option (b) describes only a symptom of fear.
Option (a) may be inferred but is not the best answer.
Option (d) is incorrect because the passage never suggests that she disliked school plays.
Hence, the most appropriate answer is that she lacked self-confidence.
Correct Answer: (c)

www.insightsonindia.com 6 instacourses.insightsonindia.com


http://www.insightsonindia.com/

