


ABBSOFT COMPUTERS

MERCHANT BANKING AND FINANCIAL SERVICES

UNIT-1 

Q1. Merchant Banking is to be traced to ______ in late medieval times, and _____, during the 17th and 18th century.

a. Rome, France

b. Italy, France

c. Vietnam, Rome

d. USA, Europe

Ans: B

Q2. A merchant bank is a financial institution conducting money market activities and:

a. Lending

b. Underwriting and financial advice

c. Investment service

d. All of the above

Ans: D

Q3. In India Merchant banking along with management of public issues and loan syndication covering activities like-

1. Project counseling

2. Portfolio management

3. Investment counseling

4. Mergers and amalgamation of the corporate firms

5. Securities and exchange

a. 1, 2, 4, 5

b. 1,2, 3, 5

c. 1, 2, 3, 4

d. 2, 3, 4, 5

Ans: C

Q4. ______ concentrated on the manual change of different currencies operated locally and later accepted deposits for security reasons. While, ______ who operated internationally, engaged in bill-broking, raising foreign exchange and provision of long term capital for public borrowers.

a. Money changers, Exchangers

b. Exchangers, Merchant bankers

c. Remitters, Exchangers

d. Merchant bankers, money hangers

Ans: A

Q5. _______ was a dealer in bills of exchange who operated with correspondents abroad and speculated on the rate of exchange.

a. Remitters

b. Money changers

c. Merchant banker

d. Exchanger

Ans: C

Q6. Formal merchant banking activity in India was originated in______.

a. 1978

b. 1969

c. 1769

d. 1987

Ans: B

Q7. In India, merchant-banking activity was originated with the merchant banking division set up by the __________.

a. Barclays bank

b. Grind lays bank

c. Yes bank

d. None of the above

Ans: B

Q8. State Bank of India started merchant banking in ______ followed by ICICI in ______.

a. 1972, 1974

b. 1978, 1980

c. 1973, 1974

d. 1980, 1981

Ans: C

Q9. The early growth of merchant banking in the country is assigned to the ________.

a. FERA

b. Foreign Exchange Regulation Act, 1973

c. Securities Contracts Act

d. Income-tax Act

Ans: B

Q10. Developmental activities of merchant banking:

a. Sources of funds forever

b. Expanding industry and trade

c. Leaving a widening gap unbridged between supply and demand of investible funds.

d. All of the above

Ans: D

Q11. With the growing demand for funds there was pressure of capital market that enthused the _______ to enter into the field of merchant banking.

a. Commercial banks

b. Share brokers

c. Financial consultancy firms

d. All of the above

Ans: D

Q12. Different enactments for raising funds from the capital market:

1. Companies Act

2. Income-Tax Act

3. Foreign Exchange Regulation Act

4. Securities Contracts Act

5. Corporate laws and Regulations

a. 1,2,4, 5

b. 2, 3, 4, 5

c. 1, 2, 3, 4, 5

d. 2,3,4

Ans: C

Q13. The oldest merchant bank in London was-

a. Baring brothers

b. Lehman brothers

c. Barclays

d. Parlays

Ans: A

Q14. The term ‘Merchant Bank’ is used in:

a. United States

b. United Kingdom

c. America

d. India

Ans: B

Q15. Merchant Banks in the United Kingdom:

1. Finance foreign trade

2. Issue capital

3. Manage individual funds

4. Undertake foreign security business

5. Foreign loan business

a. 1, 3, 4, 5

b. 1, 2, 3, 4

c. 1, 2, 4, 5

d. 1, 2, 3, 4, 5

Ans: D

Q16. In India, merchant Banks operate in the form of divisions of India and foreign banks and financial institution, Subsidiary companies established by-

1. SBI Capital Markets Ltd.

2. Can Bank Financial Services Ltd.

3. PNB Capital Services Ltd.

4. BOI Finance Ltd.

5. Indian Bank Merchant Banking Services Ltd.

a. 1, 2, 4, 5

b. 2, 3, 4, 5

c. 1, 2, 3, 4, 5

d. 1, 3, 4, 5

Ans: C

Q17. Banks implement the RBI’s _______ policies.

a. Monetary

b. Credit

c. Commercial

d. Both a and b

Ans: D

Q18. Select the non-fund based activities:

1. Lease financing

2. Action plans

3. Merchant banking

4. Service area approach

5. Lead bank scheme

a. 1, 2, 3, 5

b. 1, 3

c. 2, 4, 5

d. 1, 2, 3, 4, 5

Ans: B

Q19. _____ is basically a savings and investment corporation.

a. UTI

b. IDBI

c. SBI

d. RBI

Ans: A

Q20. Overseas mutual funds in existence:

1. UTI’s India fund

2. UTI’s India growth fund

3. SBI’s India Magnum Fund-A & Fund-B

4. Can bank Himalayan fund

5. Commonwealth equity fund

6. Grind lays bank India investment funds

a. 1, 2, 4, 5, 6

b. 2, 3, 4, 5, 6

c. 1, 2, 3, 4, 5, 6

d. None of the above

Ans: C

Q21. State level financial institutions are:

1. IFCI

2. SFCs

3. SIDCs

4. IRBI

5. SIICs

a. 1, 2, 4

b. 2, 3, 5

c. 1, 3, 5

d. 1, 4, 5

Ans: B

Q22. There are _____ stock exchanges recognized by the Central Government under the Securities Contracts (Regulation) Act, 1956 where nearly ______ brokers are engaged.

a. 23, 8000

b. 35, 5000

c. 80, 35000

d. 48, 23000

Ans: A

Q23. National stock Exchange became operational on-

a. 1st July, 1994

b. 12th June, 2000

c. 25th March, 1995

d. None of the above

Ans: A

Q24. Match the following:

1. S.Chakravarty Committee

i. Working on monetary system, 1985

2. G.S.Patel committee

ii. Organization & management of Stock Exchange, 1986

3. M.Narasimham committee

iii. Financial System, 1991

4. Shah committee


iv. Financial companies, 1992

a. 1-ii, 2-iv, 3-I, 4-iii

b. 1-I, 2-ii, 3-iii, 4-iv

c. 1-iv, 2-iii, 3-ii, 4-I

d. All of the above

Ans: B

Q25. ________ set up on April 30, 1992 to investigate irregularities in funds management by commercial banks & financial institutions.

a. M.Narasimham Committee

b. Jankiraman committee

c. G.S. Patel committee

d. Chakravarty committee

Ans: B

Q26. Identify the money market instruments:

1. Call Money Market

2. Treasury Bills

3. Commercial bills

4. Commercial paper

5. Certificate of deposit

6. Foreign investment policy

a. 1, 2, 4, 5, 6

b. 2, 3, 4, 5, 6

c. 1, 2,3, 4, 5

d. All of the above

Ans: D

Q27. Treasury bills at present in vogue in the money market viz.

a. 91 days treasury bills

b. 182 days treasury bills

c. 364 days treasury bills

d. All of the above

Ans: D

Q28. Secondary markets in treasury bills require involvement of ________ and _______.

a. Brokers, Dealers

b. Buyers, Sellers

c. Consumer, Producer

d. All of the above

Ans: A

Q29. Certificate of deposits are known as-

a. Negotiable Certificate of Deposit

b. Certificate of Deposit

c. Commercial certificate 

d. None of the above

Ans: A

Q30. _______is viewed as an important source of non-debt inflows.

a. Foreign direct investment

b. Foreign investment

c. Foreign exchange investment

d. Both a and c

Ans: A

UNIT-2 MERCHANT BANKERS AND SEBI

Q1. The term “Merchant Banking” originated among the ________ traders and was later developed and professional zed in ______.

a. Scott, Sweden and Britain

b. Dutch, Scottish and Britain

c. Europe, Britain and USA

d. None of the above

Ans: B

Q2. Merchant bank is an organization that-

a. Underwrites securities for corporations

b. Advice clients on mergers

c. Involved in ownership of commercial ventures

d. All of the above

Ans: D

Note: Read on Page 29,SEBI Rules 1992 and Functions of Merchant banks on page 30.

Q3. Specialist services, which generally include:

a. The acceptance of bills of exchange

b. Corporate finance

c. Portfolio management

d. All of the above

Ans: D

Q4. The criteria for authorization of merchant bankers includes:

1. Professional qualification in finance, law or business management

2. Infrastructure like adequate office space, equipment and manpower

3. Employment of two persons who have the experience to conduct business of merchant bankers

4. Capital adequacy

5. Past track record, experience, general expectation and fairness in all transaction

a. 1, 2, 4, 5

b. 1, 2, 3, 4, 5

c. 2, 3, 4, 5

d. None of the above

Ans: B

Q5. The four categories of merchant bankers issued by SEBI:

1. First category


i. Who act as an advisor or consultant to an issue

2. Secondary category

ii. Those authorized to act as an underwriter, advisor.

3. Third category


iii. Those authorized to act in the capacity of co-manager

4. Fourth category

iv. Who carry on any activity of issue management

a. 1-I, 2-ii, 3-iii, 4-iv

b. 1-iv, 2-iii, 3-ii, 4-I

c. 1-iii, 2-I, 3-iv, 4-ii

d. None of the above

Ans: B

Q6. Minimum net worth for first category is ______, second category is ______ and third category is ______.

a. Rs.1 crore, Rs. 50 lakhs, Rs.20 lakhs

b. Rs.20 lakhs, Rs.1 crore, Rs.50lakhs

c. Rs.2 crore, Rs.50lakhs, Rs.25lakhs

d. None of the above

Ans: A

Q7. Initial authorization fee, an annual fee and renewal fee collected by-

a. Merchant banker

b. SEBI

c. IDBI

d. ICICI

Ans: B

Q8. The lead merchant banker holding a certificate under:

a. Category I

b. Category II

c. Category III

d. Category IV

Ans: A

Q9. On the basis of _______, the board will communicate the contents of the report to concerned merchant banker.

a. Monitor schedule

b. Inspection report

c. Optional report

d. One of the above

Ans: B

Q10. In case of _____, the board is empowered to cancel the registration of the merchant banker.

a. Deliberate manipulation

b. Price rigging

c. Cornering activities

d. Deterioration in the financial position 

A. a, b, d

B. a, c, d

C. a, b, c, d

D. b, c, d

Ans: C

Q11. Issue management is an important function of ______ and ______.

a. Merchant banker, lead manager

b. Public banker, Merchant banker

c. Lead banker, Private banking

d. None of the above

Ans: A

Q12. In simple terms, the management of issues for raising funds through various types of instruments by companies is known as:

a. Lead management

b. Merchant banking

c. Issue management

d. Public issue management

Ans: C

Q13. Companies raise funds for the purposes of:

1. Financing new projects

2. Expansion of existing units

3. Modernization & diversification of existing units

4. Organizing long term resources for working capital purposes

a. 1, 2, 3

b. 2, 3, 4

c. 1, 2, 3, 4

d. 1, 3, 4

Ans: C

Q14. Categories of securities issue:

a. Public issue

b. Rights issue

c. Private placement

d. All of the above

Ans: D

Q15. Private placement covers-

a. Shares

b. Preference shares

c. Debentures

d. All of the above

Ans: D

Q16. Match the following:

1. Public issue 
i. When capital funds are raised through the issue of prospects.

2. Rights issue
ii. When shares are issued to the existing shareholders of a company

3. Private placement
iii. When the issuing company sells securities directly to the investors

a. 1-I, 2-ii, 3-iii

b. 1-iii, 2-ii, 3-I

c. 1-ii, 2-iii, 3-I

d. 1-iii, 2-I, 3-ii

Ans: A

Q17. Equity funding is preferable especially when the project is________.

a. Fund intensive

b. Finance intensive

c. Capital intensive

d. Application intensive

Ans: C

Q18. Match the following:

1. Pre-Issue Activities

i. Signing of MOU

2. Post-Issue Activities

ii. Dispatch of share certificates

iii. Issue of closure

iv. Finalization of basis of allotment

v. Filing with ROC

vi. Advertisement

a. 1-I, ii, iii and 2-iv, v, vi

b. 1-I, iii, v and 2-ii, iv, vi

c. 1-ii, iii, iv and 2- I, v, vi

d. None of the above

Ans: B

Q19. The _______ has to manage the post-issue activities.

a. Merchant banker

b. Lead manager

c. Bank promoter

d. All of the above

Ans: B

Q20. It is a process by which a demand for the securities proposed to be issued by a body corporate is elicited.

a. Book building

b. Share certificate

c. Promoter issue

d. Circular

Ans: A

Note: Read ‘Allocation/Allotment procedure’ on page 43.

UNIT-3 FINANCIAL SERVICES

Q1. Financial services through the network of elements such as ________, serve the needs of individuals, institutions and Corporate.

a. Financial institutions

b. Financial markets

c. Financial instruments

d. All of the above

Ans: D

Q2. ______ is regarded as the fourth element of the financial system.

a. Financial services

b. Financial markets

c. Financial instruments

d. Financial institutions

Ans: A

Q3. Objectives of financial services:

1. Fund raising

2. Funds deployment

3. Specialized services

4. Regulation

5. Economic growth

a. 1, 2, 4, 5

b. 2, 3, 4, 5

c. 1, 2, 3, 4, 5

d. 1, 3, 4, 5

Ans: C

Q4. Chief characteristics of financial services:

1. Intangibility

2. Customer orientation

3. Inseparability

4. Dynamism

a. 1, 2, 3

b. 2, 3, 4

c. 1, 3, 4

d. 1, 2, 3, 4

Ans: D

Q5. Match the following:

1.Fund based activities
i. Underwriting of/or investment in shares

2. Non-fund based activities
ii. Dealing in secondary market





iii. Arrangement of funds from financial institutions





iv. Managing the capital issues

a. 1-I, ii and 2-iii, iv

b. 1-ii, iv and 2-I, iii

c. 1-I, iv and 2-ii, iii

d. 1-iii, iv and 2-I, ii

Ans: A

Q6. The origin of Credit rating can be traced to the _____.

a. 1842

b. 1840

c. 1841

d. 1845

Ans: B

Q7. The first mercantile credit agency was established by _______ in ______ in ____.

a. Louis Tappan, New York, 1841

b. CRISIL, Russia, 1840

c. Henry Fayol, Europe, 1845

d. None of the above

Ans: A

Q8. In India, the Credit Rating and information services of India ltd.(CRISIL) was set up as the first agency in _____, followed by ICRA Ltd. In ______ and CARE in _____.

a. 1987, 1990, 1996

b. 1990, 1992, 1995

c. 1987, 1991, 1994

d. 1897, 1901, 1992

Ans: C

Q9. Factors affecting assigned ratings:

a. The character and terms of the particular security being issued.

b. The probability that the issuer will default the security and the ability and willingness of the issuer to make timely payments

c. The degree of protection extended to investors if the securities are liquidated, reorganized, and/or if the organization declares bankruptcy.

d. All of the above

Ans: D

Q10. The investment agencies focus principally on:

a. The post and probable future cash flows of the security issuer as an indication of the institution’s ability to service its debt

b. The volume and composition of outstanding debt

c. The stability of issuer’s cash flows over tie

d. All of the above

Ans: D

Note: Read 3.10 Credit Rating in India.

Q11. Identify the benefits of credit-rating to investors:

1. Safeguard against bankruptcy

2. Lower cost of borrowing

3. Saving of resources

4. Reduction of cost in public issues

5. Credibility of issues

6. Wider audience for borrowing

a. 1, 3, 5

b. 2, 4, 6

c. 1, 4, 5, 6

d. All of the above

Ans: A

Q12. Different kinds of rating are:

1. Bond/Debenture rating

2. Equity rating

3. Preference share rating

4. Commercial paper rating

5. Fixed deposits rating

a. 1, 2, 4, 5

b. 2, 3, 4, 5

c. 1, 2, 3, 4, 5

d. 1, 3, 4, 5

Ans: C

Q13. CRISIL has been promoted by ____ and _____.

a. ICICI, UTI

b. IDBI, SBI

c. AXIS, UTI

d. PNB, SBI

Ans: A

Q14. Match the following:

1. FAAA


i. Highest safety

2. FB


ii. Inadequate safety

3. FC


iii. High risk

4. FD


iv. Issue is either in default or is expected to be in default 

 



upon maturity

a. 1-iv, 2-iii, 3-ii, 4-I

b. 1-I, 2-ii, 3-iii, 4-iv

c. 1-ii, 2-iv, 3-I, 4-iii

d. None of the above

Ans: B

Q15. Match the following:

1. CARE 1

i. Barely satisfactory capability for debt management

2. CARE 2

ii. Good capability for debt management

3. CARE 3

iii. Very good debt management capability

4. CARE 4

iv. Excellent debt management capability

a. 1-iv, 2-iii, 3-ii, 4-I

b. 1-I, 2-ii, 3-iii, 4-iv

c. 1-iii, 2-iv, 3-I, 4-ii

d. 1-iv, 2-I, 3-iii, 4-ii

Ans: A

Q16. The term _____ is defined as a central location for keeping securities on deposit.

a. Depository

b. Instrument

c. Institutions

d. None of the above

Ans: A

Q17. ________means issue of electronic certificates in factor of operations of the computerized book entry transfer for the securities.

a. Materialization

b. Depository

c. Dematerialization

d. Security

Ans: C

Q18. Match the following:

1. Objectives of depository services

i. To reduce the tie for transfer of securities

2. Activities of depository services

ii. Accepting deposits of securities for custody

iii. To enhance liquidity and efficiency

iv. Providing for withdrawal of securities.

v. Reduce cost of transaction for the investor

vi. Undertaking corporate actions

a. 1-I, ii, iii and 2-iv, v, vi

b. 1-1, iii, v and 2-ii, iv, vi

c. 1-I, iv, vi and 2-ii, iii, v

d. None of the above

Ans: B

Q19. The first depository in India named ‘National Securities Depository Ltd. (NSDL) was established in ______.

a. 1995

b. 1992

c. 1996

d. 2001

Ans: C

Q20. Due to lack of liquidity in the cash segment, SEBI has allowed delivery of _____ in the physical trading.

a. Demat securities

b. Securities

c. Demat format

d. None of the above

Ans: A

Q21. Stock broker is a member of a recognized stock exchange who _____ in securities.

a. Buys

b. Sells

c. Deals

d. All of the above

Ans: D

Q22. Fuel facility at Bharat Petroleum Outlets is provided by _____ card.

a. Citibank

b. BoB

c. PNB

d. VISA

Ans: B

Q23. The credit card holders can use the cards to get credit from banks upto ______.

a. 45 days

b. 30 days

c. 60 days

d. 90 days

Ans: A

Q24. ______ is a passport to, “safety, convenience, prestige and credit.”

a. Debit card

b. ATM card

c. Credit card

d. All of the above

Ans: C

Q25. Any card that is used as a payment device to access a customer’s financial resources is referred as-

a.    Debit card

b. ATM card

c. Credit card

d. All of the above

Ans: C

UNIT-4 MONEY MARKETS

1. It refers to a mechanism whereby on the one hand barriers manage to obtain short term loanable funds and on the other, succeed in getting credit worthy barriers for their money. 

a. Money market 

b. Commercial banks 

c. Forfeiting  

d. Lending 

Ans. A

2. In any market ________ are the most important lenders. 

a. Money market 

b. Commercial banks 

c. State banks 

d. Financial institutions

Ans. B

3. The control bank’s roles important as the _______ of credit. 

a. Organizer 

b. Operator 

c. Controller 

d. Lender 

Ans. C

4. The ______ is the apex organization in the Indian money market. 

a. SBI

b. RBI

c. ICICI

d. IDBI

Ans. B

5. The word ‘factor’ is derived from the _______ word ‘facere’, which means to make or do or to get things alone. 

a. Latin 

b. Greek 

c. French 

d. German 

Ans. A

6. ______ is a process where specialized financial institutions assist the firms in meeting their working capital requirements by purchasing their receivables.   

a. Factor 

b. Factoring 

c. Forfeiting 

d. None of the above 

Ans. B

7. “Factoring” is a _______ financial service. 

a. Capital-based

b. Finance-based 

c. Fund-based 

d. Factor-based 

Ans. C

8. Factoring covers only those _______ which are not supported by negotiable instruments. 

a. Bills 

b. Fiduciary payments 

c. Receivables 

d. Recourse 

Ans. C

9. Under factoring arrangements, and while making credit sales the invoice is made in the name of the _________ and the become the assets of the factor. 

a. Factor, receivables

b. Liability, bill of exchange 

c. Factor, bill of exchange 

d. None of the above 

Ans. A

10. Match the following – 

1. Domestic factoring 
i. Factoring that arises from transactions relating to domestic sales 

2. Disclosed factoring 
ii. When the claims of an exporter are assigned to a banker 

3. Discount factoring 
iii. The factor discounts the invoices of the seller at a Pre-agreed credit with the institutions providing finder 

4. Export factoring
iv. In it, the name of the proposed factor is mentioned on the face of the invoice made out by the seller of goods   

a. 1-I, 2-ii, 3-iii, 4-iv

b. 1-I, 2-iv, 3-iii, 4-iv

c. 1-iv, 2-iii, 3-I, 4-ii

d. None of the above 

Ans. B

11. ______, whereby the factor has no resource to the seller in the event of the failure of the buyers. 

a. Fall service factoring 

b. Old line factoring 

c. Both a & b

d. Discount factoring 

Ans. C

12. The contract entered into between the of goods and the ______ is called factoring contract. 

a. Seller, factor 

b. Buyer, factor 

c. Contractor, contractee

d. Buyer, seller

Ans. A

13. Identify the advantage of factoring – 

1. It helps improve the scope of operating leverage 

2. It brings about better credit discipline among consumers 

3. It is redundant when a firm maintains a nation-wide network of branches 

4. It work as a born to the SSI sector

5. Difficulties arising from the financial evaluation of clients 

a. 1, 2, 4

b. 1, 2, 3

c. 2, 3, 5

d. 1, 2, 3, 4, 5

Ans. A

14. Factoring starts with ______ made by the seller, and is mainly concerned with the realization of credit sales. 

a. Buyers 

b. Seller 

c. Credit sales 

d. Commission 

Ans. C

15. People who take part in factoring services includes – 

a. Buyer of the goods who has to pay for them on credit firms 

b. Seller of goods, who has to pay for them on credit firms 

c. Factor, who acts as gent in realizing credit sales form buyer and passes on the realized sum to the seller after deducting a commission 

d. All of the above 

Ans. D

16. Select the functions of a factor -     

a. Maintenance of sales ledger 

b. Collection facility / of accounts receivable 

c. Financing facility trade debts

d. Provision of advisory services 

e. Assumption of credit risk / credit control and credit position 

a. 1, 2, 4, 5

b. 2, 3, 4, 5

c. 1, 2, 3, 4, 5

d. 1, 3, 4, 5

Ans. C

17. The ______ being deducted from the face value of book debts. 

a. Commission 

b. Interest charges 

c. Advance payment 

d. Interest 

Ans. A

18. Interest charges are the discount charges for the period between the ______ and the _______. 

a. Date of payment, date of collection 

b. Date of advance payment, date of collection 

c. Date of commission, date of payment 

d. None of the above 

Ans. B

19. A factor usually determines the credit limit by considering – 

a. The financial position 

b. The past payment record 

c. The value of the goods sold by the client to the customer 

d. All of the above 

Ans. D

20. The average collection period – 

a. Annual income / ACP 

b. Annual sales / ACP 

c. Annual investment / ASP 

d. None of the above 

Ans. B

21. Match the following – 

1. Factoring 


i. Only with recourse 

2. Bills discounting 

ii. Collector of receivable 






iii. It is all off-balance sheet financing 






iv. Financing is bill based

a. 1-ii, iii; 2-i, iv

b. 1-i, ii; 2-iii, iv

c. 1-iii, iv; 2-i, ii

d. 1-i, iv; 2-ii, iii

Ans. A

22. It is a form of financing of receivables arising from international trade. 

a. Funding 

b. Factoring 

c. Forfeiting 

d. All of the above 

Ans. C

23. The principal instruments of the organized money market – 

1. The call money market 

2. The repo market 

3. The treasury bill market 

4. The commercial bill market 

5. The certificate of deposits market 

6. The commercial papers market 

7. The money market mutual funds 

a. 1, 2, 4, 5, 7

b. 2, 3, 5, 6, 7

c. 1, 2, 3, 6, 7

d. All of the above 

Ans. D

24. Match the following – 

1. Factoring 


i. Cost is borne by the sellers 

2. Forfeiting 


ii. Cost is borne by the buyers 

iii. Only a certain percent of receivables factored is advanced 






iv. Hundred percent finance is available 






v. Contract is signed between seller and factor 






vi. Contract is signed between exporter and forfeiter 

a. 1-i, iii, v; 2-ii, iv, vi

b. 1-ii, iv, v; 2-i, iii, vi

c. 1-i, ii, v; 2-iii, iv, vi

d. None of the above 

Ans. A

25. Sources of consumer finance – 

1. Trader 

2. Commercial banks 

3. NBFCs

4. Credit cared institutions

5. Credit unions 

6. Middle men 

a. 1, 3, 4, 5

b. 1, 2, 4, 6

c. 2, 3, 5, 6

d. All of the above 

Ans. D

26. Match the following – 

1. Proprietary card 


i. It is a convenient mode of making payment 

2. Debit card 



ii. It offers high value credit for the elite 

3. Gold card 
iii. Cards that are issued by the banks themselves, without any tie-up 

4. Charge card 
iv. Through it one can directly accesses a customer’s account 

a. 1-i, 2-ii, 3-iii, 4-iv

b. 1-iii, 2-iv, 3-ii, 4-i

c. 1-iv, 2-iii, 3-ii, 4-i

d. 1-ii, 2-i, 3-iv, 4-iii

Ans. B

27. The activities involved in granting credit to consumers to enable them possess own goods meant for everyday use is known as – 

1. Consumer finance 

2. Installment buying 

3. Credit merchandizing deferred payment 

4. Hire purchase 

5. Pay-out-of income scheme 

6. Credit buying 

7. Installment credit plan 

a. 1, 3, 4, 5, 8

b. 1, 2, 4, 6, 7

c. All of the above 

d. 2, 3, 5, 8

Ans. C

28. A scheme of money market mutual funds (MMMF) was introduced by the RBI in – 

a. April 1992

b. March 1995

c. January 1896

d. June 1994

Ans. A

29. The _______ short by recommended the introduction of CPs (commercial paper market) in the Indian money market. 

a. G.S. Pant Committee 

b. Vaghul committee 

c. Naramsimha committee 

d. None of the above 

Ans. B

30. The RBI introduced ________ with the objectives of widening the range of money market instruments and to provide investors greater flexibility in deployment of their short term surplus funds. 

a. CPs 

b. CD

c. MMMF

d. All of the above 

Ans. B

31. Any change in flow of funds and the demand of them, is clearly reflected in – 

a. Call money market 

b. Money market 

c. Repo market 

d. Commercial bill market 

Ans. A

32. _______ operates in Inter-bank call money market. 

a. Scheduled commercial banks 

b. Co-operative banks 

c. Financer house of India 

d. All of the above 

Ans. D

UNIT-5 LEASE FINANCING

Q1. It is a contractual arrangement/transaction in which a party owning an asset/equipment provides the asset for use to another/transfer the right to use the equipment to the user, over a certain/for a agreed period of time, for consideration in form of/ in return for periodic payment, with or without further payment.

a. Contract

b. Lease

c. Agreement

d. Bond

Ans: B

Q2. Leasing essentially involves the divorce of ownership from the economic use of an ___________.

a. Asset

b. Equipment

c. Payment

d. Both a and b

Ans: D

Q3. It is a device for financing the cost of an asset.

a. Lease

b. Rate

c. Contract

d. Pricing

Ans: A

Q4. The ______ is free to choose the asset according to his requirements.

a. Lessee

b. Lessor

c. Contractor

d. Contractee

Ans: A

Q5. The ________ has possession and use of the asset on payment of the specified rentals over a predetermined period of time.

a. Lessee

b. Lessor

c. Contractor

d. Contractee

Ans: A

Q6. In an ‘equipment lease’, contractual arrangement where the _____ of an equipment transfers the right to use the equipment to the ______ for an agreed period of time in return for rental.

a. Owner, user

b. Lease, lessee

c. Both a and b

d. None of the above

Ans: C

Q7. Identify the dimensions on which the equipment lease transaction is based:

1. Extent to which the risk and rewards of ownership are transferred.

2. Number of parties to the transaction

3. Domiciles of the equipment manufacturer 

4. The lessor and the lessee

a. 1, 2, 3

b. 1, 2, 3, 4

c. 2, 3, 4

d. 1, 3, 4

Ans: B

Q8. A lease is defined as _______, if it transfers a substantial part of the risks and rewards associated with ownership from the lessor to the lessee.

a. Direct lease

b. Leveraged lease

c. Finance lease

d. Domestic lease

Ans: C

Q9. The distinction between a ________ and _______ is based on the extent to which the risks and rewards of ownership are transferred from the lessor to the lessee.

a. Finance lease, Operating lease

b. Direct lease, Domestic lease

c. Leveraged lease, Domestic lease

d. Operating lease, International lease

Ans: A

Note: Must read page no.101
Q10. According to FASB, if the lease term exceeds _____ of the useful life of the asset or if the present value of the minimum lease payments exceeds _______ of the fair market value of the asset at the inception of the lease, the lease will be classified as a ‘finance lease’.

a. 20%, 80%

b. 75%, 90%

c. 70%, 65%

d. 55%, 35%

Ans: B

Q11. A ______ where the lessee bears the cost of insuring and maintaining the leased equipment is called a _______.

a. Operating lease, Dry lease

b. Finance lease, Domestic lease

c. Finance lease, Operating lease

d. None of the above

Ans: A

Q12. Identify the characteristics of Operating Lease:

a. The lease term is significantly less than the economic life of the equipment.

b. The lesee enjoys the right to terminate the lease at short notice without any significant penalty.

c. Both a and b

d. Not clear

Ans: C

Q13. The specializing in _______ calls for an in depth knowledge of the equipment per se and the secondary (re-sale) market for such equipment.

a. Dry lease

b. Finance lease

c. Domestic lease

d. Operating lease

Ans: D

Q14. In a sale and lease back transaction; the ‘lease back’ arrangement can be in the form of-

a. Finance lease

b. Operating lease

c. Both a and b

d. Dry lease

Ans: C

Q15. Under this arrangement the bank sells the safe deposit vaults in its custody to a leasing company at a market price, which is substantially higher than the book value.

a. Direct lease

b. Sale and lease back

c. Operating lease

d. Both a and c

Ans: B

Q16. The ‘Sale and Lease back’ arrangement is readily available source of funds for financing the _____ and _______ programmes of a firm.

a. Expansion, Diversification

b. Modification, Expansion

c. Transaction, Expansion

d. All of the above

Ans: A

Q17. Bipartite and Tripartite lease are types of:

a. Domestic lease

b. Dry lease

c. Direct lease

d. Finance lease

Ans: C

Q18. Lease with facilities like up gradation of the equipment is _______ and ________ is required when the lessor undertakes to maintain the equipment and even replaces the equipment that is in need of major repair with similar equipment in working condition.

a. Bipartite lease, Tripartite lease

b. Upgrade lease, Swap lease

c. Dry lease, domestic lease

d. None of the above

Ans: B

Q19. A tripartite lease is a transaction involving:

a. The equipment supplier

b. The lessor

c. The lessee

d. All of the above

Ans: D

Q20. Sales-aid lease can take the form:

a. The equipment supplier can provide a reference about the customer to the leasing company.

b. The equipment supplier can negotiate the terms of the lease with the customer and complete the necessary paper work on behalf of the leasing company.

c. The supplier can write the lease on his own account and discount the lease receivable with the designated leasing company.

d.  All of the above

Ans: D

Q21. In __________transaction, there are only two parties to the transaction but in _________ transaction, there are three parties to the transaction-the lessor, the lender and the lessee.

a. Leveraged lease, Single investor lease

b. Tripartite lease, Single lease

c. Single lease, Leveraged lease

d. Single lease, Bipartite lease

Ans: C

Q22. In a single investor lease transaction, the ______ funds the entire investment by raising an appropriate mix of debt and equity.

a. Lessor

b. Leasing company

c. Both a and b

d. Equity investor

Ans: C

Q23. The leasing company is called _________ and the loan participant is called ________.

a. Equity investor, Lender

b. Lessor, Lessee

c. Lender, lessor

d. Both a and c

Ans: A

Q24. Packaging an International Lease transaction calls for:

a. An understanding of the political and economic climate

b. Knowledge of the tax and the regulatory framework governing these transactions in the countries concerned.

c. Payments to the supplier and the lease payments are denominated in different currencies.

d. Both a and b

Ans: D

Q25. International Lease transaction is affected by:

a. Country risk

b. Currency risk

c. Both and b

d. Resource risk

Ans: C

Q26. International lease transactions can be divided into:

a. Import lease transaction, Cross-border lease transaction

b. Import lease transaction, export lease transaction

c. Domestic lease transaction, cross border lease transaction

d. All of the above

Ans: A

Q27. In _______, lessor & lessee both are domiciled in the same country, while in _______, the lessor and the lessee are domiciled in different countries.

a. Import lease transaction, Cross-border lease transaction

b. Import lease transaction, export lease transaction

c. Domestic lease transaction, cross border lease transaction

d. All of the above

Ans: A

Note: Read Fig: 5.1, 5.2 and 5.3 &example given on page 108.
Q28. The dual tax benefit, which reduces the cost of the lease to the lessee without affecting the return to the lessor.

a. Multiple dip

b. Double dip

c. Sale dip

d. True dip

Ans: B

Q29. The equipment leasing industry came into being in _______, when the first leasing company named as_______ was incorporated at Madras.

a. 1975, ICICI

b. 1984, SFC

c. 1973, FLCI

d. 1968, MPBF

Ans: C

Q30. The first commercial bank to set up a financial services subsidiary was the ________ in _____.

a. SBI, 1986

b. ICICI, 1983

c. IDBI, 1984

d. None of the above

Ans: A

Q31. The _______ was the first foreign bank to participate in the equity of a leasing company.

a. Dutch Bank

b. Barclays

c. Standard Chartered Bank

d. Yes Bank

Ans: C

Q32. Match the following:

1. Lease




i. Leases of immovable property.

2. Equipment lease
ii. It transfers the ‘right to use’ from the lessor to the lessee but cannot provide for a purchase option.

3. Bailment
iii. The delivery of goods by one person to another for some purpose upon a contract.

4. Banking Regulation Act, 1949 
iv. 1983

Was amended in

a. 1-I, 2-ii, 3-iii, 4-iv

b. 1-iv, 2-iii, 3-ii, 4-I

c. 1-ii, 2-iii, 3-ii, 4-I

d. 1-iv, 2-ii, 3-I, 4-iii

Ans: A

Q33. In bailment, the person delivering the goods is called _____ and the person taking delivery of the goods is called________.

a. Bailee, Bailor

b. Bailor, Bailee

c. Lessor, Lessee

d. Lessee, lessor

Ans: B

Note: Read the obligation of ’Bailor’ and ‘Bailee’ on page 116.

Q34. Select the lease-related legal issues.

1. Supplier-lessor-lessee relationship

2. Insurance

3. Usage and maintenance

4. Sub-lease

5. Set-off provisions

6. Defaults and remedies

a. 1,3, 4, 5, 6

b. 1, 2, 4, 5, 6

c. 2, 3, 4, 5, 6

d. All of the above

Ans: D

Q35. Match the following:

1. First category


i. Relates to the insolvency of the lessee.

2. Second category
ii. Relates to non-payment of rent and the general financial condition of the lessee.

3. Third category
iii. Relates to the asset itself.

a. 1-I, 2-ii, 3-iii

b. 1-iii, 2-ii, 3-I

c. 1-ii, 2-I, 3-iii

d. 1-iii, 2-I, 3-ii

Ans: B

Q36. The discussion on the income-tax aspects revolves around:

1. Lessor’s claim for depreciation tax shields on the leased asset.

2. Lessee’s claim for lease rentals, maintenance and insurance costs of the leased asset being treated as tax-deductible expenses.

3. Tax liability of rental income in the hands of the lessor.

4. Relevance of the substance of a lease contract in determining the deductions allowable in the hands of the lessor and the lessee

5. Implications of the tax aspects for the financial evaluation of lease contracts.

a. 1, 3, 4, 5

b. 1, 2, 4, 5

c. 2, 3, 4, 5

d. 1, 2, 3, 4, 5

Ans: D

Q37. The process of financial appraisal in a lease transaction generally invoices:

a. Appraisal of the client, in terms of his financial strength and credit worthiness.

b. Evaluation of the security/collateral security offered

c. Financial evaluation of the proposal.

d. All of the above

Ans: D

Q38. _______ effectively transfers the risk and rewards associated with the ownership of equipment from the lessor to the lessee.

a. Finance lease

b. Operating lease

c. Domestic lease

d. Dry lease

Ans: A

Q39. The _______ is the rental at which the lessee is indifferent to a choice between lease financing and borrowing/ buying.

a. Break-Even Lease Rental

b. Net advantage of leasing

c. Modern leasing

d. None of the above

Ans: A

Q40. Short-term or cancelable leases are referred as ________ while long-term or non-cancelable leases are known as _______.

a. Dry lease, Domestic lease

b. Operating lease, Financial lease

c. Operating lease, Dry lease

d. Financial lease, Domestic lease

Ans: B

UNIT-6 HIRE-PURCHASING

Q1. Hire purchase has been associated with financing of _______ for road transport operations.

a. Commercial Vehicles

b. Personal vehicles

c. Company vehicles

d. None of the above

Ans: A

Q2. Hire- Purchase has emerged as a source of _______ and an alternative to ________.

a. Lease financing, Commercial financing

b. Equipment financing, Lease financing

c. Purchase financing, Lease financing

d. All of the above

Ans: B

Q3. A _______ can be defined as a contractual arrangement under which the owner lets his goods on hire to the hirer and offers an option to the hirer.

a. Hire-Purchase

b. Hire-Purchase Agreement

c. Lease financing

d. Both a and c

Ans: A

Q4. Conditions to fulfill Hire-Purchase Agreement, under Hire-Purchase Act, 1972 are:

a. The owner delivers the possession of goods thereof to a person on condition that such person pays the agreed amount in periodic installment.

b. The property in such goods is to pas to such person on the payment on the last of such installments.

c. Such person has the right to terminate the agreement at any time before the property so passes.

d. All of the above

Ans: D

Q5. The distinct features of a hire-purchase transaction:

a. The option to purchase the goods at any time during the term of the agreement

b. The right available to the hirer to terminate the agreement at any time before the payment of the last installment.

c. Both a and b

d. The property in such goods is to pass to such person on the payment on the last of such installment.

Ans: C

Note: Salient features of hire-purchase transaction on page no.138.

Q6. The ______ (finance company) is the owner and the lessee (user) is entitled to the economic use of the leased assets/equipment only in case of lease financing.

a. Lessor

b. Purchaser

c. Originator

d. Bailer

Ans: A

Q7. _______ are generally used to acquire capital goods.

a. Lease financing

b. Hire- Purchase

c. Both a and b

d. Seller

Ans: C

Q8. In an operating lease the _______ has to bear the maintenance cost.

a. Lessor

b. Seller

c. Lessee

d. Both a and b

Ans: D

Q9. The hirer is allowed the ______ claim and finance charge and the seller may claim any ______ on borrowed funds to acquire the asset for tax purposes.

a. Depreciation, Interest

b. Decrement, increment

c. Lessor, lessee

d. None of the above

Ans: A

Q10. The two parties of hire-purchase contract are ______ and ______.

a. Seller, buyer

b. Intended seller, Intended buyer

c. Intended seller, intended purchaser

d. Intended purchaser, intended hirer

Ans: C

Q11. Hire-purchase is a ______ deal.

a. Bipartite

b. Tripartite

c. Contractual

d. Both b and c

Ans: B

Q12. The taxation aspects of hire-purchase transaction are:

a. Income tax

b. Sales tax

c. Interest tax

d. All of the above

Ans: D

Q13. _______ received from the hire vendor is liable to tax under the head ‘profits and gains’ of business and profession.

a. The hire

b. Hire charge

c. Income

d. All of the above

Ans: D

Q14. A hire purchase deal is regarded as ______ immediately after the goods are delivered and not on the transfer of the title of the goods.

a. Sales

b. Purchase

c. Contract

d. Agreement

Ans: A

Q15. The interest state hire-purchase deals attract _____.under which the taxable event is not the delivery but the transfer of the goods.

a. ESP

b. CST

c. NAL

d. PVIF

Ans: B

Q16. The tax is treated as tax-deductible expenses for the purpose of computing the taxable income under the-

a. Interest Tax Act, 1947

b. Income Tax Act

c. Company Act

d. None of the above

Ans: B

Q17. The Cost of Leasing (COL) consists of:

1. Lease management fee

2. Plus: Present value of lease payment discounted by Kd

3. Minus: Present value of the net salvage value discounted by cost of capital (Kc)

4. Plus: Present value of interest tax shield on hire-purchase discounted Kc 

5. Less: Present value of tax shield on lease payments, and lease management fee discounted by Kc

6. Plus: Service charges

a. 1, 2, 4, 5

b. 1, 2, 4, 5

c. 2, 3, 4, 6

d. 1, 2, 3, 4, 5, 6

Ans: B

Q18. Net-Present Value of Hire-Purchase Plan [NPV (HPP)]

1. Present value of hire-purchase installments

2. Present value of lease rentals

3. Plus: Documentation and service fee

4. Plus: Present value of tax shield on initial direct cost

5. Minus: Loan amount

6. Add: Lease management fee

7. Minus: Present value of income tax on documentation and service fee

a. 1, 2, 4, 5, 6

b. 1, 2, 3, 5, 7

c. 1, 3, 4, 5, 7

d. All of the above

Ans: C

Q19. The financial charge is to be spread evenly over the terms of the agreement based on one of the alternatives:

a. Equal distribution

b. Sum of Years Digits Method

c. Rate of return method

d. All of the above

Ans: D

Q20. Hire purchase and leasing as modes of financing differ in several respects such as:

1. Ownership of the asset

2. Its capitalization

3. Depreciation charge

4. Extent of financing

5. Tax treatment

6. Accounting

7. Reporting

a. 1, 2, 4, 5, 7

b. 2, 3, 5, 6, 7

c. 1, 4, 5, 6, 7

d. All of the above

Ans: D

UNIT-7 SECURITIZATION OF DEBT

  Q1. ________ is the most exciting developments in fixed income markets and illustrates perfectly the dynamic and flexible nature of the market itself.

a. Certification

b. Securitisation

c. Mechanization

d. All of the above

Ans: B

Q2. Securitisation first introduced in the _______ in ________.

a. United States, 1969

b. UK, 1978

c. England, 1859

d. America, 1875

Ans: A

Q3. ________ is more often referred as a process by which identified pools of receivables, which are usually illiquid on their own, are transformed into marketable securities.

a. Securitisation of debt

b. Asset securitisation

c. Both a and b

d. Arbitrage transaction

Ans: C

Q4. Securitisation, as a financing technique, is concerned with trading in securities called-

a. Mortgages

b. Investment

c. Asset securitisation

d. None of the above

Ans: A

Q5. ________ is a credit arbitrage transaction.

a. Certification

b. Securitisation

c. Mechanization

d. All of the above

Ans: B

Q6. Securitisation, in its widest sense, implies every such process, which converts a financial relation into a-

a. Transaction

b. Investment

c. Transfer

d. Cash flow

Ans: A

Q7. The end result of________ is finance.

a. Transaction

b. Mechanization

c. Securitisation

d. All of the above

Ans: C

Q8. The assets being transferred to the Special Purpose Vehicle need to be homogeneous in terms of the-

a. Underlying asset

b. Maturity

c. Risk profile

d. All of the above

Ans: D

Q9. The rating agency rates the securitised instruments on the basis of _________.

a. Asset quality

b. On the basis of Originator

c. Device structure

d. Purpose

Ans: A

Q10. The primary participants involved in the issuance of asset-backed securities are the:

1. Originator

2. Servicer

3. Issuer

4. Credit enhancer

5. Trustee

6. Investor

a. 1, 4, 5, 6

b. 1, 2, 4, 5

c. 1, 2, 3, 4, 5, 6

d. 1, 2, 4, 5, 6

Ans: C

Q11. High rated securitized instruments can offer ____ risk and _____ yields to investors.

a. High, Low

b. Low, High

c. Low, Low

d. High, High

Ans: B

Q12. The ______ creates the underlying assets that are sold or used as collateral, the _____ and _____ establish the structure and the issuing vehicle, the ______ set the rating, _________ improves the credit quality, and the _______ create the trust and issue certificates.

a. Creditor, originator, merchant banker, developer, investor, Rater

b. Originator, merchant banker, originator, rating agencies, credit enhancer, trustees

c. Trustees, merchant banker, originator, rater, creditor, investor

d. None of the above

Ans: B

Q13. The purpose of the credit enhancement is to improve the _______ of an asset-backed security.

a. Rating

b. Pricing

c. Marketability

d. All of the above

Ans: D

Q14. Conduits are useful for firms that do not have enough ______ to package as asset-backed securities themselves.

a. Assets

b. Funds

c. Capital

d. Finance

Ans: A

Q15. Identify the features of Securitisation:

1. Wide distribution

2. Homogeneity

3. Marketability

4. Merchantable quality

5. Deconstruction

6. Integration and differentiation

7. Commoditisation

a. 1, 2, 3, 4, 6

b. 1, 2, 3, 5, 7

c. None of the above

d. All of the above

Ans: D

Q16. The concept of marketability involves:

a. The legal and systematic possibility of marketing the instrument

b. The existence of a market for the instrument

c. Both a and b

d. Ensure financial claims

Ans: C

Q17. ______ to a securitised instrument is afforded either by introducing it into an organized market or by one or more agencies acting as market makers in it.

a. Liquidity

b. Quality

c. Funds

d. Security exchange

Ans: A

Q18. It is the process of _______ where the basic idea is to take the outcome of the process into the capital market.

a. Securitisation

b. Commoditization

c. Mechanization

d. None of the above

Ans: B

Q19. The potential areas of securitisation in India:

a. Mortgage Based Securities

b. Asset Backed Securities

c. Infrastructure Sector

d. All of the above

Ans: D

Q20. Securitisation tends to ______ the cost at which the housing sector accesses funds.

a. Lower

b. Increase

c. Decrease

d. Raise

Ans: A

Q21. Securitisation was made popular by:

a. Retail financing

b. Housing finance companies

c. Commercial banking

d. Both a and c

Ans: B

Q22. Under the _______ mechanism, the interest coupons on the government-dated securities are separated and traded in the secondary markets.

a. Special Purpose Vehicles

b. STRIPS

c. Receivables

d. Credit risk

Ans: B

Q23. Securitisation is particularly appropriate at the post-commissioning stage when the-

a. Project begins to generate cash

b. Overall project risk being replaced by credit risk

c. None of them

d. Both a and b

Ans: D

Q24. The ______ of lease rentals are non-banking financial companies and leasing divisions of commercial banks.

a. Creditor

b. Originator

c. Receiver

d. Investor

Ans: B

Q25. The main objective of ______ is to distinguish the instrument from the originator.

a. SPV

b. SPE

c. SPC

d. STRIPS

Ans: A

Q26. The difference between rate of interest payable by the obligor and return promised to the investor investing in PTCs is the servicing fee for the-

a. Special purpose entity

b. Special Purpose company

c. Special purpose vehicles

d. All of the above

Ans: C

Q27. Special Purpose Vehicle plays an active role in ______ the cash flows arising from the assets transferred to it.

a. Reinvesting

b. Reshaping

c. Both a and b

d. Risk management

Ans: C

Q28. Match the following:

1. Originator
i. referred as Seller whose receivable portfolio forms the basis for ABS issuance.

2. Servicer
ii. Who bears all administrative responsibilities relating to the securitisation transaction? 

3. Regulator
iii. Whose principal concerns relate to capital adequacy, liquidity, and credit quality of the ABS?

4. Trustee
iv. Investor representative, who act in a fiduciary capacity safeguarding the interests of investors in the ABS.

a. 1-I, 2-ii, 3-iii, 4-iv

b. 1-ii, 2-iv, 3-iii, 4-I

c. 1-iv, 2-iii, 3-ii, 4-I

d. None of the above

Ans: A

UNIT-8 MARKETING OF FINANCIAL SERVICES

Q1. The financial services industry has seen ______ growth in the last few years.

a. Booming

b. Steady

c. Slowly

d. Mushroom

Ans: D

Q2. With the globalization of financial services and the liberalization of the economy, rapid development in___________, has been witnessed.

1. Leasing

2. Hire purchase

3. Consumer durable financing

4. Real estate financing

5. Stock broking

6. Factoring mutual fund

7. Merchant banking

8. Portfolio management

a. 1, 4, 5, 7, 8

b. 2, 4, 5, 6, 7

c. 1, 3, 4, 6, 7,8

d. All of the above

Ans: D

Q3. Marketing in today’s’ time is:

a. Selling and advertising

b. Telling and selling

c. Satisfying the customer needs

d. All of the above

Ans: C

Q4. Identify the key elements of Marketing:

1. Marketing is a planned and systematic activity

2. It involves developing a concept, pricing, promotion, and distribution of something

3. The scope includes marketing of goods, intangible services or an idea.

4. Marketing satisfies both individual and organizational goals.

5. Marketing works through exchange process.

a. 1, 2, 3, 4

b. 2, 3, 4, 5

c. 1, 2, 3, 4, 5

d. 1, 3, 4, 5

Ans: C

Q5. Four pillars of marketing concept are:

1. Target market

2. Effective distribution

3. Customer needs and wants

4. Integrated marketing

5. Profit through customer satisfaction

a. 1, 2, 3, 4

b. 2, 3, 4, 5

c. 1, 3, 4, 5

d. 1, 2, 4, 5

Ans: C

Q6. Write the various stages in the evolution of marketing in India in ascending order.

1. Barter stage

2. Production oriented stage

3. Self sufficient stage

4. Relationship marketing stage

5. Sales era

6. Marketing orientation stage

a. 1, 2, 3, 4, 5, 6

b. 3, 1, 2, 5, 6, 4

c. 2, 4, 3, 1, 5, 6

d. 6, 5, 4, 3, 2, 1

Ans: B

Q7. Match the following:

1. Self sufficient stage
i. They could grow or produce whatever they needed and hence the scope for exchange was limited.

2. Production oriented stage
ii. Philosophical attitude that “good products” would sell themselves.

3. Sales era
iii. Companies started relying heavily on advertising, personnel selling and promotional activities to sell their products.

4. Marketing orientation stage
iv. Customer needs and customer satisfaction became the priority of the company.

a. 1-iv, 2-iii, 3-ii, 4-I

b. 1-I, 2-ii, 3-iii, 4-iv

c. 1-ii, 2-iv, 3-I, 4-iii

d. 1-iii, 2-I, 3-iv, -ii

Ans: B

Q8. _______ is the fundamental aspect that satisfies the customer needs and wants.

a. Product

b. Price

c. Promotion

d. Place

Ans: A

Q9. Elements of Promotion includes:

1. Personal selling

2. Advertising

3. Publicity

4. Public relation

5. Direct marketing

6. Sales promotion

a. 1, 2, 4, 5, 6

b. 2, 3, 4, 5,6

c. 1, 2, 4, 5,6

d. All of the above

Ans: D

Q10.  It refers to the process that creates benefits by facilitating a desire change in customers themselves, physical possessions or intangible assets.

a. Service

b. Service marketing

c. Marketing

d. Distribution

Ans: A

Q11. Financial services are:

a. Tangible

b. Intangible

c. Goods

d. Products

Ans: B

Q12.State whether the given statements are true or not:

1. Services cannot be sold like goods wherever the customer wants it.

2. Services are heterogeneous, inseparable.

3. The marketing mix philosophy implies that there is an optional mix of the four factors for a given market segment at a given point of time.

4. Services provided by all the banks are similar.

a. 1-F, 2-F, 3-T, 4-T

b. 1-T, 2-F, 3-T, 4-F

c. 1-T, 2-T, 3-T, 4-F

d. All are true

Ans: C

Q13. ______ refers to the plan of action that the organization will have to adopt as regards its marketing mix elements are concerned.

a. Marketing mix

b. Marketing Plans

c. Marketing Strategies

d. None of the above

Ans: C

Q14. Match the following:

1. Buying behavior
i. Refers to the behavior that consumers display in searching for, purchasing, using, evaluating and disposing of products and services.

2. Consumer behavior
ii. Service marketer need to be able to match the customer expectations with the actual service delivery.

a. 1-I, 2-ii

b. 1-ii, 2-I

c. 1-I & ii both

d. None of the above

Ans: B

Q15. Identify the factors influencing the consumer behavior:

1. Cultural factors

2. Social factors

3. Personal factors

4. Psychological factors

a. 1, 2, 4

b. 2, 3, 4

c. 1, 2, 3, 4

d. 1, 2, 3

Ans: C

Q16. The social factors that could influence the buying behavior consist of:

a. Social class

b. Reference group

c. Roles and status

d. Family

e. All of the above

Ans: E

Q17. Society’s relatively permanent and ordered divisions whose members share similar values, interests and behaviors.

a. Social class

b. Social strata

c. Social group

d. Both a and b

Ans: D

Q18. Match the following:

1. Upper class


i. Don’t have much income.

2. Middle class


ii. Blue collar workers

3. Lower middle class

iii. Careful buyers

4. Lower class


iv. Elite class of the society

a. 1-I, 2-ii, 3-iii, 4-iv

b. 1-ii, 2-I, 3-iv, 4-iii

c. 1-iv, 2-iii, 3-ii, 4-I

d. 1-iv, 2-ii, 3-I, 4-iiii

Ans: C

Q19. The _______ and the ______ account for a larger size of the market.

a. Middle class and Lower class

b. Lower class and Lower middle class

c. Upper class and middle class

d. Upper class and lower class

Ans: A

Q20. Family, friends, colleagues, religious groups are good examples of:

a. Social group

b. Reference group

c. Status group

d. None of the above

Ans: B

Q21. Reference group influence the person in different ways:

a. New behavior and life style

b. Influencing the attitudes

c. Compelling the person to hold a particular opinion about product or service.

d. All of the above

Ans: D

Q22. Family consisting of parents known as ______ and family consist of one’s spouse and children is known as ______.

a. Family of orientation, Family of procreation

b. Joint family, Nuclear family

c. Both a and b

d. Just ‘a’

Ans: A

Q23. Select the personal factors influencing the buying decision are:

1. Age and family cycle stages

2. Occupation

3. Economic circumstances

4. Life style

5. Personality

a. 1, 2, 4, 5

b. 2, 3, 4, 5

c. 1, 2, 3, 4

d. 1, 2, 3, 4, 5

Ans: D

Q24. The family life cycle concept was developed in the ______ as a tool for segmenting the market for goods and services.

a. 1975

b. 1960

c. 1954

d. 1888

Ans: B

Q25. Match the following:

Stage




Banking needs
1. Young: Single



i. Low cost checking, auto loan, credit cards



2. Full nest
ii. Credit card, home loans, investments in shares, insurance

3. Full nest: with dependent

iii. Educational loan, investment in real estates

children

4. Empty nest
iv. Retirement plans, saving certificates, long term deposits

a. 1-I, 2-ii, 3-iii, 4-iv

b. 1-iv, 2-iii, 3-ii, 4-I

c. 1-iii, 2-iv, 3-I, 4-ii

d. 1-ii, 2-I, 3-iv, 4-iii

Ans: A

Q26. _____ workers buy more suits and ties.

a. Blue collar

b. White collar

c. Red collar

d. None of the above

Ans: B

Q27. _____ refers to a person’s pattern of living.

a. Life style

b. Behavior

c. Attitude

d. Personality

Ans: A

Q28. Match the following:

1. Believers


i. Highest income, self-oriented, image conscious

2. Strivers



ii. Lowest renounces, brand loyal

3. Strugglers


iii. Uncertain, have limited exposure & resources

4. Actualizes


iv. Conservatives, conventional and orthodox

a. 1-I, 2-ii, 3-iii, 4-iv

b. 1-iv, 2-iii, 3-ii, 4-I

c. 1-ii, 2-iv, 3-I, 4-iii

d. None of the above

Ans: B

Q29. A person’s buying choices are influenced by_____ psychological factors.

1. Motivation

2. Perception

3. Learning

4. Beliefs & attitudes

a. 1, 2, 3

b. 1, 3, 4

c. 1, 2, 3, 4

d. 2, 3, 4

Ans: C

Q30. Motivation is an activating force, and ______ is more subtle force that influence and shape our behavior.

a. Learning

b. Perception

c. Beliefs

d. Attitudes

Ans: B

Q31. Who has given this statement-“ I don’t know the key to success, but the key to failure is trying to please everybody”. ?

a. F.W.Taylor

b. Henry Mint berg

c. Henry Fayol

d. Bill Crosby

Ans: D

Q32. Organizations can group consumers into target markets in different ways like:

a. Geographic

b. Demographic

c. Psychographics

d. All of the above

Ans: D

Q33. Match the following:

1. Full nest I


i. Youngest child under 6

2. Full nest II


ii. Youngest child 6 or over

3. Full nest III


iii. Older, dependent children still at home

4. Empty nest I


iv. Couple still earning, children left home

5. Empty nest II


v. Couple retired , children left home

a. 1-I, 2-iii, 3-iv, 4-ii, 5-v

b. 1-I, 2-ii, 3-iii, 4-iv, 5-v

c. 1-v, 2-iv, 3-iii, 4-ii, 5-I

d. None of the above

Ans: B

Q34. Custom marketing approach is-

a. Suitable where no meaningful customer groups can be identified.

b. Required to satisfy each customer’s unique set of needs and is often used by service marketers.

c. It is a strategy that combines technology with mass marketing to produce customized products for small market segments.

d. Both a and b

Ans: D

Q35. For single-segment and multiple-segment marketing, a meaningful market segment should:-

1. Have characteristics that distinguish it from the overall market.

2. Have a need that can be met with the organization’s marketing mix offer.

3. Be sufficiently homogeneous.

4. Be large enough to be profitable.

5. Be measurable and accessible though promotional and distribution efforts.

a. 1, 3, 4, 5

b. 2, 3, 4, 5

c. 1, 2, 4, 5

d. 1, 2, 3, 4, 5

Ans: D

Q36. ________ identify the competitive advantage a product has and emphasize product characteristics and benefits that differentiate it from its competitors.

a. Positioning strategies

b. Positioning

c. Planning

d. Competitiveness

Ans: A

Q37. Match the following:

1. Generic product
i. It is the set of possible new features & services that might eventually be added to the offer.

2. Expected product
ii. It is additional services and benefits that the seller adds to distinguish the offer from competitors

3. Augmented product
iii. Set of attributes & conditions that the buyer normally expects in buying the product.

4. Potential product
iv. It is the basic version of the product.

a. 1-I, 2-ii, 3-iii, 4-iv

b. 1-iv, 2-iii, 3-ii, 4-I

c. 1-iv, 2-I, 3-iii, 4-ii

d. All of the above

Ans: B

Q38. Write the stages of new-product development process in correct sequence:

1. Idea generation

2. Idea screening

3. Concept development and testing

4. Marketing strategy development

5. Business analysis

6. Product development

7. Marketing testing

8. Commercialization

a. 1, 2, 4, 5, 6, 3, 7,8

b. 1, 4, 5, 6,3, 2,7, 8

c. 1, 2, 3, 4, 5, 6, 7, 8

d. 8, 7,6,4, 1, 2, 3, 5

Ans: C

Q39. Match the following:

1. Sales-wave research
i. Consumers who initially try the product at no cost are re-offered the product, or a competitor’s product.

2. Simulated store technique
ii. Consumers are questioned about brand familiarity and preferences.

3. Controlled test marketing
iii. Organization work with a panel of stores willing to test market a product for a fee.

4. Test markets
iv. Organizations choose entire market areas in which to introduce their products.

a. 1-I, 2-ii, 3-iii, 4-iv

b. 1-iv, 2-iii, 3-ii, 4-I

c. 1-ii, 2-iv, 3-I, 4-iii

d. None of the above

Ans: A

Q40. Advertising decision-making consists of-

1. Objectives setting

2. Budget decision

3. Message decision

4. Media decision

5. Ad effectiveness evaluation

a. 1, 2, 3, 4

b. 1, 2, 3, 4, 5

c. 2 3, 4, 5

d. 1, 3, 4, 5

Ans: B
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