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MODULE – 1   MONEY MATTERS 

 

Types & Functions of Money 

Functions of Money: 

Money is any item or verifiable record that is generally accepted as payment for goods and 
services and repayment of debts in a particular country or socio-economic context, or is easily 
converted to such a form.  
                                                  OR 
Money is anything which is generally accepted as a medium of exchange, measure of value, 
store of value and means for standard of deferred payment (payments which are to be made 
in future). 

Medium of exchange 
When money is used to intermediate the exchange of goods and services, it is performing a 
function as a medium of exchange. It thereby avoids the inefficiencies of a barter system, 
such as the "coincidence of wants" problem. Money's most important usage is as a method for 
comparing the values of dissimilar objects. 

Measure of value  
Money acts as a common measure of value into which values of all goods and services are 
expressed and compared. When we measure the value of a commodity in terms of money ,it is 
known as Price 

Store of value 
To act as a store of value, money must be able to be reliably saved, stored, and retrieved – 
and be predictably usable as a medium of exchange when it is retrieved. The value of the 
money must also remain stable over time.  

Standard of deferred payments Deferred payments refer to those payments which are to 
be made in future. Suppose you borrow a sum of Rs. 20,000 at 10 % p.a. interest for one 
year. It means you promise to pay Rs.22,000 (Rs.20,000 as principal and Rs.2,000 as interest) 
after one year. Money serves as a standard of such future payments. 

Types of money: 

Commodity Money 
Commodity money is the simplest and, most likely, the oldest type of money. It builds 
on scarce natural resources that act as a medium of exchange, store of value, and unit of 
account. Commodity money is closely related to (and originates from) a barter system, where 
goods and services are directly exchanged for other goods and services 

Fiat Money 
Fiat money gets its value from a government order (i.e., fiat). That means, the government 
declares fiat money to be legal tender, which requires all people and firms within the country 

https://en.wikipedia.org/wiki/Payment
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to accept it as a means of payment. If they fail to do so, they may be fined or even put in 
prison. Unlike commodity money, fiat money is not backed by any physical commodity. By 
definition, its intrinsic value is significantly lower than its face value. 

Full bodied money 
Any unit of money, whose face value and intrinsic value are equal, is known as full bodied 
money, i.e. Money Value = Commodity Value. For example, during the British period, one-
rupee coin was made of silver and its value as money was same as its value as a commodity. 

Legal tender money 
But 'Legal tender' is the money that is recognised by the law of the land, as valid for 
payment of debt. ... The RBI Act of 1934, which gives the central bank the sole right to issue 
bank notes, states that “Every bank note shall be legal tender at any place in India in 
payment for the amount expressed therein”. 
Fiduciary Money 
he meaning of the word fiduciary is “involving trust”, and today’s monetary system is highly 
fiduciary i.e. based upon trust. If a bank assures the customers payment in different types of 
money and if the customer can also sell these promises (legal tenders) or transfer them to 
somebody else, it is known as fiduciary money. 
 
Generally gold, silver or paper money is generally used for payments as fiduciary money. 
 Bank notes and cheques also are the examples of fiduciary money as both of them are kind of 
tokens/legal tenders which are used as money and carry the same value. 

The difference between Wealth and Money 

Wealth is a measure of all the goods and services produced by an economy.  Such as: cars, 
homes, bread. It also includes any services anybody was willing to hire. Such as: Medical, 
education. Wealth is what we desire: goods and service. Money is a tool we use to exchange 
those goods and services between each other. Giving everyone more money does not 
necessarily result in everyone getting more wealth. The wealth is created when people start 
trading that money with each other in exchange for more goods and services.  So money 
changing hands can create wealth, but the act of having money doesn't do it.  Some people 
hoard money to obtain future wealth.   

Money is a tool, and is not a typical commodity.  Granted, it sometimes behaves like a 
commodity, but it has no intrinsic value (Value as a commodity).  Creating wealth should 
always be the goal, and money should be seen as nothing but a tool used to achieve that goal. 

Personal financial planning is the process of managing your money to achieve personal 
economic satisfaction. This planning process allows you to control your financial situation. 
Every person, family, or household has a unique financial position, and any financial activity 
therefore must also be carefully planned to meet specific needs and goals. 
A comprehensive financial plan can enhance the quality of your life and increase your 
satisfaction by reducing uncertainty about your future needs and resources. The specific 
advantages of personal financial planning include 

• Increased effectiveness in obtaining, using, and protecting your financial 
 resources throughout your lifetime. 

• Increased control of your financial affairs by avoiding excessive debt, bankruptcy, 
 and dependence on others for economic security. 

• Improved personal relationships resulting from well-planned and effectively 
communicated financial decisions. 

http://www.crispmusings.com/2011/02/the-difference-between-wealth-and-money.html
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• A sense of freedom from financial worries obtained by looking to the future, anticipating 
expenses, and achieving your personal economic goals. 

Security feature of a bank note 

Watermark: 
The Mahatma Gandhi Series of banknotes contain the Mahatma Gandhi watermark with a light 
and shade effect and multi-directional lines in the watermark window. 

Security Thread: 
The security thread appears to the left of the Mahatma’s portrait. Security thread has a plain, 
non-readable fully embedded security thread. The Rs.500 and Rs.100 notes have a security 
thread with similar visible features and inscription ‘Bharat’ (in Hindi), and ‘RBI’. When held 
against the light, the security thread on Rs.500 and Rs.100 can be seen as one continuous 
line. The Rs.5, Rs.10, Rs.20 and Rs.50 notes contain a readable, fully embedded windowed 
security thread with the inscription ‘Bharat’ (in Hindi), and ‘RBI’.  
Latent Image: 
On the obverse side of Rs.2000, Rs.500, Rs.100, Rs.50 and Rs.20 notes, a vertical band on the 
right side of the Mahatma Gandhi’s portrait contains a latent image showing the respective 
denominational value in numeral. The latent image is visible only when the note is held 
horizontally at eye level. 

Microlettering: 
This feature appears between the vertical band and Mahatma Gandhi portrait. It contains the 
word ‘RBI’ in Rs.5 and Rs.10. The notes of Rs.20 and above also contain the denominational 
value of the notes in microletters. This feature can be seen better under a magnifying glass.  

Intaglio Printing: 
The portrait of Mahatma Gandhi, the Reserve Bank seal, guarantee and promise clause, 
Ashoka Pillar Emblem on the left, RBI Governor’s signature are printed in intaglio i.e. in raised 
prints, which can be felt by touch, in Rs.20, Rs.50, Rs.100, Rs.500 and Rs.2000 notes.  

Identification Mark: 
A special feature in intaglio has been introduced on the left of the watermark window on all 
notes except Rs.10/- note. This feature is in different shapes for various denominations (Rs. 
20-Vertical Rectangle, Rs.50-Square, Rs.100-Triangle, Rs.500-Circle, Rs.2000-Horizontal 
Rectangle) and helps the visually impaired to identify the denomination. 

Fluorescence: 
Number panels of the notes are printed in fluorescent ink. The notes also have optical fibres. 
Both can be seen when the notes are exposed to ultra-violet lamp. 

Optically Variable Ink: 
The numeral digit 2000 and 500 on the obverse of Rs.2000 and Rs.500 notes respectively is 
printed in optically variable ink viz., a colour-changing ink. The colour of the numeral 2000/500 
appears green when the note is held flat but would change to blue when the note is held at an 
angle. 

See through Register:  
The small floral design printed both on the front (hollow) and back (filled up) of the note in 
the middle of the vertical band next to the Watermark has an accurate back to back 
registration. The design will appear as one floral design when seen against the light.  

Needs and Wants 

Needs refers to an individual's basic requirement that must be fulfilled, in order to survive. For 
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eg- food, clothing, shelter. 

Wants are described as the goods and services, which an individual like to have, as a part of 
his caprices. For eg- to own a car, house etc. 

Income, Expenditure & Budgeting 

Income is money (or some equivalent value) that an individual or business receives, usually in 
exchange for providing a good or service or through investing capital. Income is used to fund 
day-to-day expenditures. For individuals, income is most often received in the form of wages 
or salary. 

An expenditure represents a payment with either cash or credit to purchase goods or services. 

Budgeting is the process of creating a plan to spend your money. This spending plan is called 
a budget. Creating this spending plan allows you to determine in advance whether you will 
have enough money to do the things you need to do or would like to do. Budgeting is simply 
balancing your expenses with your income. 

Assets, liabilities & net worth 

An asset is an economic resource. Anything tangible or intangible that can be owned or 
controlled to produce value and that is held to have positive economic value is considered an 
asset. Simply stated, assets represent value of ownership that can be converted into cash 
(although cash itself is also considered an asset). 

• Assets = Liabilities + Capital (where Capital for a corporation equals Owner's Equity) 
• Liabilities = Assets − Capital 
• Capital = Assets – Liabilities 

Liability is defined as the future sacrifices of economic benefits that the entity is obliged  to 
make to other entities as a result of past transactions or other past events, the settlement of 
which may result in the transfer or use of assets, provision of services or other yielding of 
economic benefits in the future. 
                                       Or 
In accounting terms, liability describes an obligation. It refers to money owed to complete a 
transaction, debt that has yet to be paid, or products or services that have been paid for but 
have not yet been rendered. 

Net worth is the total assets minus total outside liabilities of an individual or a company. Net 
worth is used when talking about the value of a company or in personal finance for an 
individual's net economic position. 
 
Net Worth = Total Assets -Total Liabilities 

Simple & Compound Interest 

Interest is the cost of borrowing money, where the borrower pays a fee to the lender for the 
loan. The interest, typically expressed as a percentage, can be either simple or 
compounded. Simple interest is based on the principal amount of a loan or deposit. In 
contrast, compound interest is based on the principal amount and the interest that 
accumulates on it in every period. 

Simple Interest = P x r x n 
Where: 

https://en.wikipedia.org/wiki/Economic_value
https://en.wikipedia.org/wiki/Ownership
https://en.wikipedia.org/wiki/Cash
https://en.wikipedia.org/wiki/Assets
https://en.wikipedia.org/wiki/Assets
https://en.wikipedia.org/wiki/Liability_%28financial_accounting%29
https://en.wikipedia.org/wiki/Company_%28law%29
https://en.wikipedia.org/wiki/Personal_finance
https://www.investopedia.com/terms/i/interest.asp
https://www.investopedia.com/terms/l/lender.asp
https://www.investopedia.com/terms/s/simple_interest.asp
https://www.investopedia.com/terms/p/principal.asp
https://www.investopedia.com/terms/c/compoundinterest.asp
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P = Principal amount 
r = Annual interest rate 
n = Term of loan, in years 

Compound Interest = P x (1+r)ͭ - P 
Where: 
P = Principal amount 
r = Annual interest rate 
t = Number of years interest is applied 

Inflation and time value of money 

Inflation increases the price of goods and services over time, effectively decreasing the 
number of goods and services you can buy with a do Rupee in the future as opposed to a 
Rupee today. If wages remain the same but inflation causes the prices of goods and services 
to increase over time, it will take a larger percentage of your income to purchase the same 
good or service in the future.  
 
For example, if an apple costs 1/- today, it's possible that it could cost 2/- for the same apple 
one year from today. This effectively decreases the time value of money, since it will cost 
twice as much to purchase the same product in the future. To mitigate this decrease in the 
time value of money, you can invest the money available to you today at a rate equal to or 
higher than the rate of inflation.  

Nominal and real rate of return 

The nominal rate of return is the amount of money generated by an investment before 
factoring in expenses such as taxes, investment fees, and inflation. If an investment generated 
a 10% return, the nominal rate would equal 10%. After factoring in inflation during the 
investment period, the actual (real) return would likely be lower. 

Let's say an investor placed $100,000 in a no-fee fund to be invested for one year. At the end 
of the year, the investment was worth $108,000, given the market price at the end of the 
same year 

     The nominal rate of return is calculated as: $108 00 − $100 000$100 000 = 0.08 = 8% 

• The nominal rate of return = 8%. 

Real rate of return is the annual percentage of profit earned on an investment, adjusted for 
inflation. Therefore, the real rate of return accurately indicates the actual purchasing power of 
a given amount of money over time. 
 
 
Assume you have saved $10,000 to buy a car but decide to invest the money for a year before 
buying to ensure you have a small cash cushion left over after getting the car. Earning 5% 
interest, you have $10,500 after 12 months. However, because prices increased by 3% during 
the same period due to inflation, the same car now costs $10,300. 

https://www.investopedia.com/terms/i/inflation.asp
https://www.investopedia.com/terms/i/inflation.asp
https://www.investopedia.com/terms/r/realrateofreturn.asp
https://www.investopedia.com/terms/p/purchasingpower.asp
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Consequently, the amount of money that remains after you buy the car, which represents your 
increase in purchasing power, is $200, or 2% of your initial investment. This is your real rate 
of return, as it represents the amount you gained after accounting for the effects of inflation. 

Interest rates can be expressed in two ways: as nominal rates or real rates. The difference is 
that nominal rates are not adjusted for inflation, while real rates are adjusted. As a result, 
nominal rates are almost always higher, except during those rare periods when deflation, or 
negative inflation, takes hold. 

Saving & Investment 

Everyone wishes to have a financially secured future. Financial security can have various 
purposes from buying a house, world tour with family, child’s higher education, marriage or 
post retirement life. So, what are you doing to secure yourself financially? Are you saving 
money or investing? 

Saving is setting aside money you don’t spend now for emergencies or for a future purchase. 

Investing is buying assets such as stocks, bonds, mutual funds or real estate with the 
expectation that your investment will make money for you. Investments usually are selected to 
achieve long-term goals. 

• Saving money typically means it is available when we need it and it has a low risk of 
losing value. 

• Investing typically carries a long-term horizon, such as our children’s college fund or 
retirement it has high risk. 

• The biggest and most influential difference between saving and investing is risk. 

Rule of 72, 115, 144 

The Rule of 72 is a simplified way to estimate the doubling of an investment's value, based 
on a logarithmic formula. 

The Rule of 72 can be applied to investments, inflation or anything that grows, such as GDP or 
population. 

The formula is useful for understanding the effect of compound interest. 
 

Years to Double = 
72𝐼𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑅𝑎𝑡𝑒 

 
Where: Interest Rate = Rate of return on an investment  

The Rule of 115 follows the Rule of 72. If doubling your money isn’t good enough, the Rule 
of 115 will show you how long it will take to triple your money. It's as simple as dividing your 
interest rate by 115. The quotient is the amount of time it will take you to triple your money. 

For example, if your money earns an 8 percent interest rate, it will triple in 14 years and 5 
months (115 divided by 8 equals 14.4) 

The Rule of 144 will tell you how long it will take an investment to quadruple. For example, 
at 10% an investment will quadruple in about 14.5 years (144 /10). 

Setting up a SMART goal 

Your financial goals should take a S-M-A-R-T approach, in that they are 
S— specific, so you know exactly what your goals are so you can create a plan designed to 
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achieve those objectives. 
M— measurable with a specific amount. For example, “Accumulate Rs. 5,000 in an investment 
fund within three years” is more measurable than “Put money into an 
Investment fund.” 
A— Achievable No one has ever built a billion-dollar business overnight. Dream big and aim for 
the stars but keep one foot firmly based in reality. 
R— realistic, involving goals based on your income and life situation. For example, it is 
probably not realistic to expect to buy a new car each year if you are a full-time 
student. 
T— time-based, indicating a time frame for achieving the goal, such as three years. This 
allows you to measure your progress toward your financial goals. 

 

 

MODULE – 2   BANKING – DEPOSITS, CREDIT and PAYMENTS 

 

Functions of a Bank 

The function of a Bank is to collect deposits from the public and lend those deposits for the 
development of Agriculture, Industry, Trade and Commerce. Bank pays interest at lower rates 
to the depositors and receives interests on loans and advances from them at higher rates 

Primary functions include accepting deposits, granting loans, advances, cash, credit, 
overdraft and discounting of bills. 
Secondary functions include issuing letter of credit, undertaking safe custody of valuables, 
providing consumer finance, educational loans, etc. 

Current & Savings Accounts 

While a Savings Account is one wherein you deposit your savings with the bank and earn 
interest on the same, a current account is one where you deposit money to carry out business 
transactions. 

A savings account can only be opened by individuals for their use. It is generally opened for a 
short term to save money for vacations, make big and small purchases, etc. Current account is 
opened by businesses or firms who want to conduct various bank transactions according to 
the need of their business. 

Term and Recurring Deposits 

A term deposit is a fixed-term investment that includes the deposit of money into 
an account at a financial institution. Term deposit investments usually carry short-
term maturities ranging from one month to a few years and will have varying levels of 
required minimum deposits. 

A recurring deposit is a special kind of term deposit offered by banks which help people 
with regular incomes to deposit a fixed amount every month into their recurring 
deposit account and earn interest at the rate applicable to fixed deposits. 

Loans & Collateral 

The term loan refers to a type of credit vehicle in which a sum of money is lent to another 
party in exchange for future repayment of the value or principal amount. In many cases, the 

https://www.aubank.in/personal-banking/savings-account
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lender also adds interest and/or finance charges to the principal value which the borrower 
must repay in addition to the principal balance. Loans may be for a specific, one-time amount, 
or they may be available as an open-ended line of credit up to a specified limit. Loans come in 
many different forms including secured, unsecured, commercial, and personal loans 

The term collateral refers to an asset that a lender accepts as security for a loan. Collateral 
may take the form of real estate or other kinds of assets, depending on the purpose of the 
loan. The collateral acts as a form of protection for the lender. That is, if the 
borrower defaults on their loan payments, the lender can seize the collateral and sell it to 
recoup some or all of its losses. 

Debit & Credit Cards 

A credit card is a card issued by a financial institution, typically a bank, and it enables the 
cardholder to borrow funds from that institution. Cardholders agree to pay the money back, 
with interest, according to the institution's terms. 

A debit card is a payment card that makes payment by deducting money directly from a 
consumer’s checking account, rather than via loan from a bank. Debit cards offer the 
convenience of credit cards and many of the same consumer protections when issued by 
major payment processors like Visa or MasterCard 

Fixed & Floating Rate Loans 

If you choose fixed interest rate, it means that you will be repaying the home loan in fixed 
equal instalments throughout the loan term. The main highlight of this type of interest rate is 
that it is unaffected by market fluctuations. If you are very particular about budgeting and 
prefer to plan out your repayment schedule with a fixed monthly amount, this type of interest 
rate would interest you more as it gives a sense of certainty. The main disadvantage of fixed 
interest rate is that that they are usually 1-2.5 percentage points higher than the floating rate 
home loan. 

As the name suggests, floating interest rate varies with the market scenario. If you opt for a 
home loan with a floating interest rate, it means that you will be subjected to a base rate and 
a floating element will be added. This means that if the base rate changes, the floating rate 
will also vary. The main highlight of floating interest rate is that they are cheaper than fixed 
interest rate. For example, if the fixed interest rate is 14% and floating interest rate is 11.5%, 
you will still be saving money even if the floating interest rate rises by 2.5% points. 

Equated Monthly Installments (EMI) 

• An equated monthly instalment (EMI) is a fixed payment made by a borrower to a 
lender on a specified date of each month. 

• EMIs allow borrowers the peace of mind of knowing exactly how much money they will 
need to pay each month toward their loan. 

• EMIs can be calculated in two ways: the flat-rate method or the reducing-balance 
method. 

Small Savings Products 

• Post Office Monthly Income Scheme (MIS)  

• National Savings Certificate (NSC)  

• Public Provident Fund (PPF) 

• Post Office Time Deposit Scheme 

https://www.investopedia.com/terms/a/asset.asp
https://www.investopedia.com/terms/d/default2.asp
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• Senior Citizen's Savings Scheme. 

• Post Office Savings Account.  

 

 

Importance of Credit Score 

In a nutshell, a ‘credit’ is basically the practice of borrowing money, be it for a purchase or as 
a loan with the promise of paying off the debt within a stipulated amount of time. The failure 
to do that adds on to the overdue sum a certain amount of interest. Defaulting on a regular 
basis on the payment of overdue bills and debts leads to a low credit score.  

A credit score is a three-digit number that shows your creditworthiness. It is the first thing that 
lenders check when you apply for a loan or a credit card. It gives them the idea of whether 
you can repay the borrowed sum on time or not. Hence, it is important to maintain a good 
credit score. You can maintain your credit score by making all your payments on time, 
checking your credit reports frequently, paying off existing debt on your credit cards and 
keeping your credit utilization low below 30%. 

Payment & Settlement Systems 

Payment and settlement systems in India are used for financial transactions. They are 
covered by the Payment and Settlement Systems Act, 2007 (PSS Act), legislated in December 
2007 and regulated by the Reserve Bank of India and the Board for Regulation and 
Supervision of Payment and Settlement Systems.[1] 

India has multiple payments and settlement systems, both gross and net settlement systems. 
For gross settlement India has a real-time gross settlement (RTGS) system called by the same 
name and net settlement systems include Electronic Clearing Services (ECS Credit), Electronic 
Clearing Services (ECS Debit), credit cards, debit cards, the National Electronic Fund 
Transfer (NEFT) system, Immediate Payment Service and Unified Payments Interface (UPI) 

he Reserve Bank of India is doing its best to encourage alternative methods of payments 
which will bring security and efficiency to the payments system and make the whole process 
easier for banks. 

The Indian banking sector has been growing successfully, innovating and trying to adopt and 
implement electronic payments to enhance the banking system. Though the Indian payment 
systems have always been dominated by paper-based transactions, e-payments are not far 
behind. Ever since the introduction of e-payments in India, the banking sector has witnessed 
growth like never before. 

According to a survey by Celent, the ratio of e-payments to paper-based transactions has 
considerably increased between 2004 and 2008. This has happened as a result of advances in 
technology and increasing consumer awareness of the ease and efficiency of internet and 
mobile transactions.  
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WORKSHEET 

Module 1( Money Matters) 

MCQ 

Q1. Central Bank is a/an 

1. Apex Bank 

2. Rural Bank 

3. Reginal Bank 

4. Commercial Bank 

Q2. Money is something that is 

1. Universally accepted 

2. Locally accepted 

3. Accepted by Bank 

4. Regionally accepted 

Q3.  A savings account in a bank represents the function of money. 

1. A measure of value 

2. A medium of exchange 

3. A standard of deferred payment 

4. Store of value 

Q4. What will promote savings? 

1. Increase in credit 

2. Increase in taxation 

3. Increase in personal income 

4. Rising prices 

Q5. Which does not represent a method of payment? 

1. Cheque 

2. Saving certificate 

3. Currency note  

4. Bill of exchange 

Q6. Which type of deposit gives highest rate of interest? 

1. Current Deposit 

2. Fixed Deposit 

3. Recurring Deposit 

4. None of the above 

Q7. Which of the following is not a near money? 



1. Paper Note 

2. Treasury Bill 

3. Bill of Exchange 

4. Bond 

Q8. Which of the following is the dimension of new 500 rupees note? 

1. 175x73mm 

2. 66x150mm 

3. 66x166mm 

4. 147x73mm 

Q9. When the note is tilted, colour of the thread changes from 

1. Red to Green 

2. Bleu to Green 

3. Green to Green 

4. None of the above. 

Q10. The observe side of 500- and 2000-rupee note feature a portrait of Mahatma Gandhi 

as well as_____. 

1. Mangalyan 

2. Parliament 

3. Red Fort 

4. Ashok Pillar Emblem 

Q11. Which equation below is correct 

1. Assets = Liabilities – Net Worth 

2. Assets = liabilities + Net Worth 

3. Assets + Liabilities + Net Worth = 0 

4. Assets + Liabilities = Net Worth 

Q12. An example of a flexible income is 

1. Mortgage Payments 

2. Property Insurance 

3. Leisure and Insurance 

4. EMI Payment 

Q13. A negative savings amount (dissavings) 

1. Increase Net Worth 

2. Has no effect on Net Worth 

3. Reduce Net Worth 

4. None of the above 

Q14. Repayment of a part of a loan borrowed from a friend 



1. Liability 

2. Expense 

3. Assets 

4. Net Worth 

Q15. Calculate the compound interest on Rs. 9000 in 2 year when the rate of interest for 

successive year as 10% and 12% respectively. 

1. Rs. 1288 

2. Rs 2088 

3. Rs 4256 

4. Rs 2588 

Q16.  A certain sum of money in simple interest scheme amount to Rs 8880 in 6 year and Rs 

7920 in 4 years respectively. Find the principal and rate percent. 

1. Principal = 6000, rate = 8% 

2. Principal = 6300, rate = 8% 

3. Principal = 6000, rate = 7.5% 

4. Principal = 6300, rate = 7.5% 

Q17. The value of money to be received in the future is ______ the value of the dame 

amount money in hand today? 

1. Higher than 

2. Lower than 

3. The same as 

4. None of the above 

Q18. The Nominal Interest Rate is: 

1. Not adjusted for current economic condition 

2. Adjusted for Inflation 

3. Adjusted for Deflation 

4. Not adjusted for Inflation 

Q19. If the nominal interest rate is 7% but domestic inflation is 4%, then the real interest 

rate is 

1. 2% 

2. 3% 

3. 4% 

4. 5% 

Q20. You can use _______ to roughly estimate how many year a given sum of money must 

earn at a given compound annual interest rate in order to double that initial amount. 

1. Rule 415  



2. Rule 72 

3. Rule 78 

4. Rule 144 

 

ANSWER KEY – 

1-1, 2-1, 3-4, 4-4, 5-2,  

6-2, 7-1, 8-2, 9-2, 10-4,  

11-2, 12-3, 13-3, 14- 1, 15-2,  

16-1, 17-1, 18-4, 19-2, 20-2 

Module 2( Banking- Deposits, credit and Payment) 

MCQ 

Q1. Which of the following is not a function of bank? 

1. To accept deposits 

2. To provide loan 

3. To grant advance 

4. To supply MSP to farmers 

Q2. ‘Repo Rate’ refers to the rate at which 

1. RBI borrow short term money from the markets. 

2. Bank keeps the money unit RBI 

3. Bills are discounted by RBI 

4. Forex purchased by RBI 

Q3. Which one is a bank? 

1. Mutual Benefit Financial Company 

2. Post Office 

3. Insurance Company 

4. NBARD 

Q4. Bank does not give loan against 

1. Gold Loan 

2. LIC policy 

3. Lottery Ticket 

4. NSC 

Q5. Fixed deposit can 

1. Not be withdrawn before maturity 

2. Paid only after maturity 



3. Withdrawn before maturity 

4. All of the ab0ve 

Q6. Collateral Security can be___ 

1. Tangible 

2. Intangible 

3. Security given to get credit facility/ loan 

4. All of the above 

Q7. What is the minimum period of medium and long-term loan? 

1. 12 months 

2. 18 months 

3. 24 months 

4. 36 months 

Q8. Identify which among the following is not considered a consumer loan product offered 

by banks of India? 

1. Personal Loan 

2. Car Loan 

3. Consumer Durable Loan 

4. Bank Overdraft 

Q9. Credit Card is an essential component of which of the following? 

1. Electronic Commerce 

2. Internet Commerce 

3. Both 1 & 2 

4. None of the above 

Q10. One difference between Debit Card and Credit Card is that 

1. Debit Card provide better consumer protection 

2. Debit Cards can only be used for large transaction 

3. Debit Cards generate secured debt 

4. Payment made with a Credit Card are immediately deducted from your bank 

account. 

Q11. A customer desired to do permitted banking transaction through ATM needs to have 

1. ATM card/ Debit Card/ Credit Card 

2. Personal Identification Number allotted by the bank while using card 

3. Smart Phone 

4. Both 1 & 2 

Q12. Credit Cards are cards which are also known as 



1. Plastic Cards 

2. Card Money 

3. Plastic card full of money 

4. All of the above 

Q13. What is the maximum deposit limit allowed in a financial year in Public Provident 

fund? 

1. 1,50,000/- 

2. 2,50,000/- 

3. 5,00,000/- 

4. 1,00,000/- 

 Q14. What is the maximum deposit allowed under Kisan Vikas Patra? 

1. 5 lakh 

2. 50 lakh 

3. 10 lakh 

4. No such limit 

 Q15. What is the full form of EMI? 

1. Equal Monthly instalment 

2. Equated Monthly installment 

3. Equal monthly income 

4. Equated monthly incentive 

 Q16. What is the maximum loan duration for the personal loan? 

1. 1-5 years 

2. 2-4 years 

3. 1-8 years 

4. 1-10years 

Q17. Having multiple kinds of credit, such as credit cards, personal loans, auto loans, 

mortgages and student’s loans will: 

1. Hurt your credit score 

2. Improve your credit score 

3. Not impact your credit score in any way 

4. Give you a headache. 

Q18. A bankruptcy no longer impacts your credit score after. 

1. 8 years 

2. 5 years 

3. 7 years 

4. 10 years 



Q19. The payment and settlement system in India is regulated as per which act? 

1. RBI Act 1934 

2. Payment and settlement system Act,2007 

3. NPCI act 2002 

4. PSS Act 2008 

      Q20. Which organization was formed for managing retail payment in India? 

1.  SBI 

2. NPCI 

3. UPI 

4. IBA 

     

Answers: 

1-4,2-1, 3-4, 4-3, 5-1, 6-4, 7-2, 8-4,9-3,10-1, 11-4,  

12-1, 13-1, 14-4, 15-2,16-1,17-18-3,19-2 ,20-2 

 

 

 


