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Which of the following best defines a

financial institution?

(A) A firm that only accepts
deposits

(B)  Anorganization that provides
financial services like loans,
investments, and asset
management

(C) A government agency
regulating trade

(D)  Acompany that manufactures
goods

Which is NOT a role of financial

institutions in India?

(A)  Mobilizing savings

(B)  Providing long-term capital

(C)  Manufacturing goods

(D)  Facilitating payment systems

Which of the following is an example

of a Development Financial Institution

(DF1)in India?

(A) SIDBI

(B) HDFC Bank

(C) Paytm Payments Bank

(D)  Muthoot Finance

Financial institutions help in capital

formation primarily by:

(A)  Printing currency

(B) Mobilizing savings and
channeling them into
productive use

(C)  Collecting taxes

(D)  Promoting exports

(3)

Which type of financial institution
specializes in long-term project
finance for industries?

(A)  Insurance companies
(B) DevelopmentBanks

(C)  Microfinance institutions
(D)  Commercial Banks

Merchant banking in India primarily
deals with:

(A)  Accepting savings deposits
(B)  Issuing credit cards

(C) Managing capital issues and
providing advisory services

(D)  Conducting foreign exchange
transactions only

Which of the following is NOT a
function of merchant bankers?

(A)  issue management
(B) Portfolio management

(C) Market-making for
commodities

(D)  Underwriting of shares

Who regulates merchant fankers in
India?

(A) RBI

(B) SEBI

(C)  Ministry of Finance
(D) NABARD

[P.T.0.]



9. According to SEBI, merchant bankers
are categorized based on:

(A)  Paid-up capital and services
offered

(B)  Branch network and customer
base

(C)  Age of the company

(D)  Volume of trading done on
stock exchange

10.  Which category of merchant bankers
can act as a lead manager for public
issues?

(A) Categoryl

(B) Categoryli

(C) Categorylil

(D)  Category IV

11.  Lead managers in merchant banking
are primarily responsible for:

(A)  Determining the issue price
and managing the capital
issue process

(B)  Approving SEBI guidelines

(C)  Auditing listed companies

(D)  Printing share certificates

12.  Underwriting of shares by merchant
bankers means:

(A) Guaranteeing the sale of
shares to the public

(B)  Purchasing all shares at face
value
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13.

14.

15.

16.

(C) Only selling shares to
promoters

(D)  Offering shares at discount

One of the key functions of merchant

bankers in issue management is:

(A) Drafting the prospectus and
obtaining SEBI approval

(B)  Printing share certificates

(C) Monitoring trading in stock
exchanges

(D)  Handling customer deposits

Which of the following is NOT typically

provided by merchant banking

services?

(A)  Corporate advisory services

(B)  Mergers & acquisitions advice

(C)  Savings account facilities
(D) Private placement of
securities

The main objective of SEBI regulating

merchant bankers is:

(A)  Promoting foreign trade

(B) Protecting investors and
ensuring fair market practices

(C) Fixinginterest rates

(D)  Collecting taxes

Which of the following is a primary

market activity?

(A)  Buying shares on NSE

(B) Trading existing shares
between investors

(C)  IPO (Initial Public Offering) of
shares by a company

(D)  Stock market speculation



17.  The secondary market is also called:
(A)  Newissue market
(B)  Derivatives market
(C)  Aftermarket or stock exchange
(D)  Primary capital market
18.  Which of the following is NOT part of
the Indian capital market?
(A)  Equity market
(B) Debt market
(C)  Money market
(D)  Derivatives market
19.  The main function of SEBI in the Indian
capital market is to:
(A)  Printcurrency
(B)  Regulate and protect investors'
interests
(C) Collectincome tax
(D) Manage foreign exchange
reserves
20. SEBI was established in which year?
(A) 1985
(B) 1988
(C) 1991
(D) 1992 (Statutory powers)
21.  Which of the following powers does
SEBINOT have?
(A)  Toregulate stock exchanges
(B)  Toimpose penalties on insider
trading
(C)  Toprint currency notes
(D)  Toregulate mutual funds
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22.

23.

24.

25.

Which of these is a key objective of
SEBI?

(A)  Encourage monopoly powerin
markets

(B)  Protectinvestors and develop
capital markets

(C) Fixexchange rates

(D)  Promote only foreign investors
The capital market in India is regulated
by:

(A) RBlonly

(B) SEBIlonly

(C) Both RBI and SEBI
(depending on instruments)

(D)  Ministry of Finance only

A company raising funds through an
IPO must file its prospectus with:

(A) RBI

(B) SEBI

(C)  Ministry of Corporate Affairs
(D) IRDAI

Which of the following activities is
considered unfair trade practice in the
capital market?

(A) insidertrading

(B) Listing shares on stock
exchange

(C) Publishing audited reports

(D)  Appointing a lead manager for
issue

[P.T.0.]



26.

A lease where the lessor recovers the
full cost of the asset plus profit during

the lease term is called:
(A)  Operating lease
(B)  Finance lease
(C) Leveragedlease
(

D) Sale and leaseback

27. Inasale and leaseback transaction,
the:

(A) Lessee sells the asset to the
lessor and takes it back on
lease

(B) Lessor sells the asset to
another lessor

(C) Lesseebuysthe asset from the
lessor

(D)  Vendor finances the asset
through HP

28.  Which of the following is a leveraged
lease?

(A)  Lessor funds asset fully with
own equity

(B) Lessor finances partly with
debt from lenders secured by
the lease

(C) Lessee finances the asset
himself

(D)  Vendorfunds the whole cost of
the asset
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29.

30.

31.

32.

From a tax perspective in India,
depreciation on a leased asset is

claimed by:
(A) Lessee
(B) Lessor
(C) Bothlessee and lessor
(D)  Governmentonly

In lease evaluation, the lease rental
payment is considered:

(A)  Acapital expenditure

(B) An
deductible for tax

operating expense

(C) Adividend payout
(D)  Anon-cashitem

Financial evaluation of leasing
decisions usually uses:

(A)  Payback period only

(B) Net Present Value (NPV) and
Internal Rate of Return (IRR)

(C)  Profitmargin ratio
(D)  Inventory turnover

One key qualitative factor influencing
lease decisions is:

(A)  Asset obsolescence risk

(B) Present value of lease

payments
(C) Taxrate differential
(D)  Cost of capital



33.  Which of the following is true about an
operating lease?
(A)  Lessee shows the assetonits
balance sheet
(B) Risk of obsolescence is with
the lessor
(C) Lessee claims depreciation
(D) Iltis usually long-term and non-
cancellable
34.  Acaptive lease financier is:
(A)  Aleasing company owned by
an equipment manufacturer
(B)  Agovernmentleasing body
(C)  Abank's leasing division
(D)  Aventure capital fund
35. Inalease agreement, the termination
clause refers to:
(A)  Conditions under which the
lease can be cancelled early
(B)  Ownership transfer rules
(C) Insurance of leased asset
(D)  Tax benefits allowed
36.  UnderIndian accounting standards, a
finance lease is shown in the books
of the lessee as:
(A)  Anintangible asset
(B) leased asset with liability
equal to PV of lease rentals
(C)  Asimple rental expense
(D)  Only afootnote disclosure
Z010103T-A/36

(7)

37.

38.

39.

40.

In hire purchase, if the hirer defaults
on payment:

(A) Ownership automatically
passes

(B) Vendor may repossess the
goods

(C) Lessee can continue using
asset without paying

(D)  Vendor has no right over asset

Under a hire purchase agreement,

interestis:

(A)  Notcharged at all

(B)  Includedin each installment
(C) Paidas alump sum at the end
(D)  Paid before delivery

Hire purchase is most suitable for:
(A)  Buying perishable goods

(B) Large capital assets requiring
installment payments

(C)  Short-term service contracts
(D)  Financial securities

In lease vs. hire purchase, ownership
transfer happens:

(A)  Immediatelyin both
(B) Atstartoflease

(C)  After final HP installment but
notin lease

(D)  Automatically after | year

[P.T.0.]



41.  One of the legal aspects of a lease
agreementis:

(A)  Clear specification of asset
ownership remaining with
lessor

(B) Compulsory insurance by
government

(C)  Automatic transfer of title

(D)  No requirement of written
contract

42.  Which of the following is NOT an
advantage of leasing for the lessor?

(A)  Regularrentalincome

(B)  Taxbenefits from depreciation

(C) Risk-free guaranteed asset
value

(D)  Assetownership retention

43.  InlIndia, hire purchase agreements are
governed mainly by:

(A) Indian Contract Act and Hire
Purchase Act (proposed)

(B) CompaniesActonly

(C) SEBIAct

(D)  Income Tax Actonly

44.  Venture capital funding is typically
aimed at:

(A)  Mature low-risk companies

(B) Start-ups and innovative
projects with high risk

(C)  Onlygovernmentinfrastructure
projects

(D)  Consumerloans
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45.

46.

47.

48.

Which of the following is a stage of
venture capital financing?

(A)  Bridge financing

(B) Taxfinancing

(C) Deposit financing

(D)  Collateral financing

A major risk for venture capitalists is:
(A)  Guaranteed interest cost

(B)  Failure of the new business
idea

(C)  Highliquidity of investment
(D)  Fixed repayment schedule

In India, venture capital funds are
regulated by:

(A) RBI

(B) SEBI (AIF Regulations)
(C)  Ministry of Finance only
(D) IRDAI

Which is a common exit strategy for
venture capital investors?

(A)  IPO (Initial Public Offering) of
the investee company

(B)  Fixed monthly dividends
(C) Assetforeclosure

(D) Surrendering shares to
government



49.  One key reason for the growth of
venture capital in India is:
(A)  Decline of technology-based
businesses
(B) Liberalization and supportive
SEBI regulations
(C) Ban on foreign VC
participation
(D)  High guaranteed returns
50. Venture capitalists usually expect
returns in the form of:
(A)  Regularinterestincome
(B)  Capital gains on equity when
the company succeeds
(C)  Government subsidies
(D)  Asset mortgage payments
51.  Creditrating primarily refers to:
(A)  Assessing the profitability of a
company
(B) Evaluating the
creditworthiness of a borrower
or security
(C)  Checking tax compliance
(D)  Calculating market share
52. Which of the following is NOT a
purpose of credit rating?
(A)  Helping investors assess risk
(B) Helpingissuers raise funds
(C) Guaranteeing repayment of
debt
(D)  Facilitating market efficiency
Z010103T-A/36
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53.

54.

55.

56.

A credit rating agency is an institution
that:

(A) Lends money to companies

(B) Provides an independent
opinion on credit risk

(C) Regulates stock exchanges
(D)  Audits company accounts

In India, which of the following is a
recognized credit rating agency?

(A)  Moody's

(B) CRISIL

(C)  Fitch (US-based)
(D) IMF

Which of the following was the first
credit rating agency established in
India?

(A)  ICRA
(B) CARE
(C) CRISIL

(D)  Brickwork Ratings

Credit ratings are generally expressed
using:

(A) Alphabetical symbols like
AAA, AA

(B)  Numerical ratios only
(C) Percentage marks

(D)  Market capitalization values

[P.T.0.]
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The highest credit rating usually
assigned to long-term debt

instruments is:

(A) BBB
(B) BB
(C) AAA
(D) A+
58. In a rating scale, "D" generally
indicates:
(A)  Defaultrisk
(B)  Highest safety
(C)  Moderate risk
(D)  Stable outlook
59.  Which of the following is NOT a factor
considered in credit rating?
(A)  Industryrisk
(B) Management quality
(C) Political stability
(D)  Company logo design
60.  One function of credit rating agencies
is to:
(A)  Setinterestrates
(B) Provide unbiased risk
assessment for investors
(C) Givetaxrebates
(D)  Actas market maker
61. In India, credit rating agencies are
regulated by:
(A)  Reserve Bank of India (RBI)
(B)  Ministry of Finance
(C) Securities and Exchange
Board of India (SEBI)
(D) Indian Banks'Association
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65.

66.
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The rating process of credit rating
agencies usually begins with:

(A)  Assignment of symbols

(B) Receipt of mandate from the
issuer

(C) Publication in newspapers
(D)  Approval from SEBI

During the rating process, analysts
generally perform:

(A) Detailed
management analysis

(B)  Onlyatax audit

(C)  Only market price analysis
(D)  RBlinspection

A rating watch indicates:

(A)  Stable credit rating

(B) Possible revision of rating due

financial and

to events

(C) Norating given
(D)  Governmentguarantee
Which of these is a type of credit
rating?
(A)  Sovereignrating
(B)  Corporate rating
(C) Bankloan rating
(D)  Allof the above
A downgrade in credit rating generally
implies:
(A)  Lowerrisk and higher safety
(B)  Increased risk of default
(C) Increase in creditworthiness

)

(D Stable performance



67. Which of the following instruments
may be rated by credit rating
agencies?
(A)  Bondsand debentures 79
(B) Commercial paper
(C)  Structured finance products
(D)  Allof the above
68. Factoring is best defined as:
(A)  Sale of goods on credit
(B)  Sale of accounts receivable to
a financial institution at a
discount 73,
(C) Issue of equity shares
(D)  Giving bank overdraft
69. Inafactoring arrangement, the entity
that buys the receivables is called:
(A)  Client
(B) Factor
(C) Drawee 74,
(D) Payee
70.  Which of the following is NOT a
characteristic of factoring?
(A)  Immediate cash flow for the
seller
(B)  Collection of receivables bythe ~ 79.
factor
(C)  Long-term project financing
(D)  Protection against bad debts
(in some types)
71.  Inrecourse factoring, the:
(A)  Factor bears the bad debt risk
(B)  Client bears the bad debt risk
Z010103T-A/36 (11)

(C) Government guarantees

payment
(D)  Buyer of goods bears risk
In non-recourse factoring, the:

(A)  Factor assumes the credit risk
of the debtor

(B)  Client must repay in case of
default

(C)  Only banks can act as factors
(D)  Buyer pays directly to seller

Which of the following is a type of
factoring used in international trade?

(A) Domestic factoring
(B)  Exportfactoring
(C) Invoice discounting
(D) Retail factoring

Factoring provides benefit to clients by:

(A)  Improving liquidity and working
capital

(B) Increasing tax liability

(C)  Reducing product price

(D)  Eliminating all business risk

The main difference between factoring

and a bank loan is:

(A)  Factoring is based on sale of
receivables, not collateral
lending

(B)  Factoring has fixed interest

(C) Bankloanis always unsecured

(D)  Factoring cannot be used by
small firms

[P.T.0.]



76.  Forfaiting is primarily used in:

(A)  Domestic short-term sales

(B) International trade finance for
medium/long-term receivables

(C)  Retail banking

(D)  Mutual funds

77.  The key distinction between factoring
and forfaiting is:

(A)  Factoring is usually for short-
term receivables, forfaiting for
medium/long-term

(B) Factoring is always non-
recourse

(C) Forfaiting deals only with
domestic invoices

(D) Forfaiting involves no
discounting

78.  Inforfaiting, the financier is usually a:

(A)  Forfaiter (specialized financial
institution)

(B)  Seller's customer

(C)  Government body

(D)  Bankemployee only

79.  Which of the following is an advantage
of forfaiting for exporters?

(A)  Immediate cash without
recourse to exporter

(B)  Guaranteed low interest rates

(C)  Free marketing support

(D)  Taxexemption on exports
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81.

82.

83.
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A key difference between factoring

and forfaiting is:

(A) Factoring is domestic;
forfaiting is mainly used in
cross-border trade

(B) Forfaiting always involves

equity finance

(C) Factoring deals with
government bonds

(D) Both require borrower
collateral

Securitization is best defined as:

(A)  Convertingilliquid assets into
marketable securities

(B) Insuring company assets
against risk

(C) Creating stock exchanges

(D)  Printing government bonds

The first step in a securitization

process is:
(A) Issuing pass-through
certificates

(B) Pooling of financial assets
(C) Listing on stock exchange
(D)  Government approval

Which of the following assets is
commonly securitized?

(A)  Fixed assets
(B) Receivables and loans
(C Office buildings

)
(D) Cashreserves



84.  The special purpose vehicle (SPV)in
securitization is created to:
(A)  Manufacture securities 89.
(B) Hold pooled assets and issue
securities to investors
(C) Replace the lending bank
(D) Regulate credit rating
agencies
85.  One major benefit of securitization for
the originator is:
(A)  Increasing tax liability
(B) Immediate liquidity by selling  90.
future cash flows
(C)  Avoiding asset risk transfer
(D)  Lowering investor confidence
86. Pass-Through Certificates (PTCs)
represent:
(A)  Equity ownership in the SPV
(B) Direct claim on cash flows
from pooled assets
(C) Government guarantee for
debt 9.
(D)  Insurance policy
87.  Which of the following is NOT a typical
participant in securitization?
(A)  Originator
(B) SPV
(C) Servicer 92.
(D)  Central Bank Governor
88. In India, securitization activities are
regulated by:
(A) SEBland RBI
(B)  Ministry of Finance
Z010103T-A/36 (13)

(C) IRDAI

(D) NABARD

Discounting of bills means:

(A) Selling a bill of exchange
before maturity to a bank for
cash at a discount

(B)  Charging penalty on overdue
bills

(C) Issuing equity to pay bills

(D) Cancelling a bill before
payment

Rediscounting of bills refers to:

(A)  Abankselling a discounted bill
to another financial institution
before maturity

(B) Cancelling a previously
discounted bill

(C) Selling bills directly to the
customer

(D)  Charging extra discount after
due date

The party that first discounts a bill is

usually:

(A) R8I

(B) Commercial bank
(C) SEBI

(D)  Insurance company
Rediscounting facilities in India are

mainly provided by:
(A) IRDAI

(B) NABARD

(C) RBlandSIDBI
(D) SEBI

[P.T.0.]



93.  Electronic money refers to:
(A)  Only paper currency stored in
banks
(B) Monetary value stored
electronically for making
payments
(C) Foreign exchange reserves
(D) Coins used in vending
machines
94.  Which of the following is an example
of electronic money?
(A) Demand draft
(B)  Credit card payment
(C)  Debit cardlinked to an account
(D)  Smart card with stored value
95. A smart card can be best described
as:
(A)  Plastic card with magnetic
stripe only
(B) Card with embedded
microchip to store and
process data
(C) ATM-only access card
(D)  Paper card with QR code
96. Digital cashis:
(A) Physical coins for online
shopping
(B)  Electronic currency that can be
stored and transferred digitally
(C)  Cheque book replacement
(D)  Governmentbonds
Z010103T-A/36
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100.
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Which of the following is NOT an
advantage of digital cash?

(A) Instanttransfer

(B) Reduced physical handling
cost

(C)  Guaranteed anonymity with no
fraud risk

(D)  Usable for online payments

Home banking primarily allows

customers to:
(A)  Visit bank branches from
home

(B)  Access banking services from
home through phone orinternet

(C)  Deposit physical cash at home
(D) Replace ATMs
Virtual banking refers to:

(A) Banks operating fully online
without physical branches

(B)  Banks offering only ATMs

(C)  Trading of virtual currencies

(D)  Temporary bank branches

Akey advantage of virtual banking for

banks is:

(A)  Lower operating costs due to
no physical branches

(B) Guaranteed
interest rates

increase in

(C)  Complete elimination of cyber
risk

(D)  Free money printing rights
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