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“Commercial Banks are the institutions that make short term loa

business and in the process create Money”’
- Culbe
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The world's first finance - lending

bank was The Bank of Venice in 1157.
The Ricks Banks of Sweden, which had

sprung from a private bank established
in 1656 is the oldest central bank in the

world. It acquired the sole right of note
issue in 1897. The Bank of England was

founded in 1694. But the fundamentals of

the art of banking have been developed
by the Bank of England (1864) as the first
bank of issues.
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A large number of central banks
were established between 1921 and 1954
in compliance with the resolution passed
by the International Finance Conference
held at Brussels in 1920. The South African

Reserve Bank (1921), the Central Bank of
China (1928), The Reserve Bank of
New Zealand (1934), The Reserve Bank of

India (1935), the Central Bank of Ceylon
(1950) and the Bank of Israel (1954) were
established.
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Commercial banks

Commercial bank refers to a banl
or a division of a large bank, which mor
specifically deals with deposit and loal
services provided to corporations or large
middle-sized business - as opposed t
individual members of the public/sma
business. They do not provide, long-terr
credit, as liquidity of assets is to b
maintained.
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Central Bank

A central bank, reserve bank, or
monetary authority is an institution that
manages a state’s currency, money supply,

and interest rates. Central banks also

usually oversee the commercial banking

system of their respective countries.
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6.5.1 Functions of Central Bank (Reserve
Bank of India)

The Reserve Bank of India (RBI) is
India’s central banking institution, which
controls the monetary policy of the Indian

rupee. It commenced its operations on 1
April 1935 in accordance with the Reserve
Bank of India Act, 1934. The original
share capital was divided into shares of
X100 each fully paid, which were initially
owned entirely by private shareholders.
Following Indias independence on 15
August 1947, the RBI was nationalised on
1 January 1949.
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1. Monetary Authority: It controls

the supply of money in the economy

to stabilize exchange rate, maintain

healthy balance of payment, attain

financial _stability, control inflation,
strengthen banking system.

. The issuer of currency: The objective

is to maintain the currency and credit

system of the country. It is the sole

authority to issue currency. It also takes
action to control the circulation of fake
currency.

RBI issue all forms of paper money, -

in circulation.
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3. The issuer of Banking License: As per

‘ Sec 22\of Banking Regulation Act, every

bank has to obtain a banking license
from RBI to conduct banking business
in India.

4, Banker to the Government: It acts

as banker both to the central and the
state governments. It provides short-
term credit. It manages all new issues
of government loans, servicing the
government debt outstanding and
nurturing the market for government
securities. It advises the government on
banking and financial subjects.
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History: A

* Formed on April 1, 1935
in accordance with the RBI

Act, 1934

* Nationalized on January 1,

1949 (Fully owned by GOI)

= Headquarter moved from

Calcutta to Mumbai in 1937

®* (Osborne Smith was the first

Governor of RBI
Administration:

= It is the Central Bank/
Regulator for all banks in
India

» Also called “Lender of
Last Resort”

= Governors and 4 Deputy
Governors along with a
central board of directors

appointed by the GOL.
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Banker to the government

{It collects receipts of funds
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Custodian of Forex

Controller of credit
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The process of issuing paper currency was started in the 18th century. Private
Banks such as the bank of Bengal the bank of Bombay and the Bank of Madras - first
printed paper money.

The first rupee was introduced by ,Sher Shah Suri\based on a ratio of 40 copper
pieces (paisa) per rupee. The name was derived from the Sanskrit word Raupya, meaning
silver. Each banknote has its amount written in 17languages (English and Hindi on the

front and 15 others on the back) illustrating the diversity of the country. J
A
Eﬂﬂﬁﬂﬂs&r Qi 5. Banker’s Bank: RBI is the bank of all

banks in India as it provides loan to
banks, accept the deposit of banks, and
rediscount the bills of banks.
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6. Lender of last resort: The banks can

borrow from the RBI by keeping eligible
securities as collateral at the time of
need or crisis, when there is no other
source.
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. Act as clearing house: For settlement

of banking transactions, RBI manages
14 clearing houses. It facilitates the
exchange of instruments and processing
of payment instructions.
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8. Custodian of foreign exchange

reserves: It acts as a custodian of
FOREX. It administers and enforces
the provision of Foreign Exchange
Management Act (FEMA), 1999. RBI
buys and sells foreign currency to
maintain the exchange rate of Indian
rupee v/s foreign currencies.
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9. Regulator of Economy: It controls the
money supply in the system, monitors
different key indicators like GDP,

Inflation, etc.
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10. Managing Government securities:
RBI administers investments in
institutions when they invest specified
minimum proportions of their total
assets/liabilities  in  government
securities.
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11. Regulator and Supervisor of Payment
and Settlement Systems: The Payment
and Settlement Systems Act of 2007

(PSS Act) gives RBI oversight authority
for the payment and settlement

systems in the country. RBI focuses on

the development and functioning of

safe, secure and efficient payment and

settlement mechanisms.
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12. Developmental Role: This role

includes the development of the
quality banking system in India and
ensuring that credit is available to the
productive sectors of the economy. It
provides a wide range of promotional
functions to support national
objectives. It also includes establishing
institutions designed to build the
countrys financial infrastructure.
It also helps in expanding access
to affordable financial services and
promoting financial education and
literacy.
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13. Publisher of monetary data and
other data: RBI maintains and
provides all essential banking and
other economic data, formulating and
critically evaluating the economic
policies in India. RBI collects, collates
and publishes data regularly.
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14. Exchange manager and controller:
RBI represents India as a member
of the International Monetary Fund
[IMF]. Most of the commercial banks
are authorized dealers of RBI.
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15. Banking Ombudsman Scheme: RBI
introduced the Banking Ombudsman
Schemein1995. Under this scheme, the
complainants can file their complaints
in any form, including online and can
also appeal to the Ombudsman against

the awards and the other decisions of
the Banks.
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16. Banking Codes and Standards Board
of India: To measure the performance
of banks against Codes and standards
based on established global practices,
the RBI has set up the Banking Codes
and Standards Board of India (BCSBI).
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(Credit Control Measures)
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Credit Control Measures

General Selective
(Quantitative) (Qualitative)
1. Bank Rate 1. Rationing of
2. Open Market Credit

: 2. Direct Action
Operations
3. Variable Cash 3. Moral suasion
Reserve Ratio 4. Publicity
5. Regulation of
Consumer’ Credit
6. Marginal
Requirements
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6.5.2. Credit Control
Measures

Credit control is the E
primary mechanism
available to the Central banks to realize
the objectives of monetary management.
The RBI is much better placed than many
of credit control. The statutory basis for
the control of the credit system by the
Reserve Bank is embodied in the Reserve
Bank of India Act, 1934 and the Banking

Regulation Act, 1949.
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eldlsslbh aully elfsGw arieun elldsn

sreoTlILhEDE). ListoTeli s Hemasd SLbLILbLSS
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arleun  efldssems b a&fluger  eweid

HL60T GUITTRIES EUSM SHTE0T E1F6D6MEY
aiFlsLbSHS, HLED BUNTH G EUED &S
GODEADF. LeooTeunml' L. g lprElemeouiled

aruBunr  efldls  GEmmGSIUL  &HLE0T

sngr'mgg,e'.) aifadfl&HE

St agiGun eflfgib (Reverse Repo Rate)
cuenofl®
sLanGeTeT Qs flafel anid asnbss

suridlsafl_LSlmH GUMTRIEGLD

eflslbuUb eullg efl#lsGL Wt ariiGun eflélgn

geriubdnE.  Ser amiGun eldfssens
2 _wiis$leorned, g eueotlled euRSSHEHHE
Beonuasroner aully efldswond sieuhHmlLib
uerHens  Iflaiel
QametuT(h eubhs GaTsdng. Sseumed ibsLl

2_gitem euridudlL b
ueTSHHE 2w urHSTL HepLsAng).
Bsemmed cuetofla HeaTg|
QMY SEDSILITETHHES  SLET  E&SMBILE
SEODHDE.
GUITLY &6W & LITENTT &(ETh&HES

eurkl &6

8z BuibswswunsGey
GULPTRISLILICHLD
SLDIHSHTET Ul ilFl5Hems & W SHSID.

Repo Rate: (RR)

The rate at which the RBI is willing to
lend to commercial banks is called Repo
Rate. Whenever banks have any shortage
of funds they can borrow from the RBI,
against securities. If the RBI increases the
Repo Rate, it makes borrowing expensive
for banks and vice versa. As a tool to
control inflation, RBI increases the Repo
Rate, making it more expensive for the
banks to borrow from the RBI. Similarly,
the RBI will do the exact opposite in a
deflationary environment.

The Repo Rate and the Reverse Repo Rate are the frequently used tools with which

the RBI can control the availability and the supply of money in the economy. RR is
always greater than RRR in India

Reverse Repo Rate: (RRR)

The rate at which the RBI is willing
to borrow from the commercial banks
is called reverse repo rate. If the RBI
increases the reverse repo rate, it means
that the RBI is willing to offer lucrative
interest rate to banks to park their money
with the RBI. This results in a decrease in
the amount of money available for banks
customers as banks prefer to park their
money with the RBI as it involves higher
safety. This naturally leads to a higher rate
of interest which the banks will demand
from their customers for lending money
to them.,
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GLomeaS&TeoT(heTaTS).

With the

establishment of

National Bank for Agriculture and Rural
Development (NABARD), all the functions
of the RBIrelating to agricultural credit
had been taken over and looked after
by NABARD since 1982. Since then,
all activities relating to rural credit are

entirely looked after by NABARD.




@Geuemmevor LD M)} &L 60T
Goum s slpsld (Agricultural
Refinance Development
Corporation — ARDC)

@hdw 2 alsHErsES WSS
SME0HEBHLETHEHLD HEOUTL HTE0H &L 60T EHBLO
aiFlen CoHemey @mhHFHeUnpSland SiemsLl
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BL6OIHemeT SieflHGD G Siemioliy FHluwimeor
eudleer  (Land

Development Banks) &4&W. 2460160, SihS

rBlmi6ueoTLD hleoeuer

eUrhIEl&6T BT SILOME0T Si6T6) 6l eUMIILLIEL LIMLOED
eoraradudlmhseot. 2185 &gowb Bnh5
CmnéassHeoment HL_ 601611607 Gzemeu
SHETT(bSHS SphevoTh AF&58 ubsHg. Bhs
BemLeevefluflemeotl Gunsseyd, ULLGeum)
efleusmu Gurl(py HLhisHEhosneT Hlid
AFMHMS GLDLUDbLSEID CHNTssHSSHILDID
LIMTT(ETBLO60TI FL_L&60T SiqLiLiemLuied g296med
1, 1963-86b Geuenmevor LOM|&L 60T GLODLIML (h&

SLP&HD pTDNISSILLL &)

The Agricultural
Refinance Development
Corporation (ARDC)

Farmers in India require mainly
medium term and long term loans and
they face a lot of difficulties in getting
them. The only organization providing
long term credit is Land Development
Banks which have lagged behind and
recorded only limited success. The credit
requirements of the agricultural sector are
increasing year after year. With the aim of
bridging the gap in agricultural finance
and to extend credit for projects involving
agricultural development, an organization

called the
Development Corporation (ARDC) was

Agricultural  Refinance

established by an Act of Parliament and it
started functioning from July 1, 1963.




6.6.1 @euermevor DML 60T GOOUML (b& 6.6.1 Objectives of the ARDC:
BP&HSH S 601 BT &kl &6l
P55 = (i) To provide necessary funds by way of

() oS hleveuer  eurnidlaer,  MBleLS refinance to eligible institutions such

Sl (bDEY GURIEIBET, LILIQUIED euhISIEET as the Central Land Development

(Scheduled Banks) wgeoner s@gleumiins Banks, State Co-operative Banks, and

SIEMIOLILSEHEHE S Ggemeuiwimeot Scheduled banks.

mFléHlullemenT aULDMRIE U
(ii) To subscribe to the debentures floated

by the Central Land Development
&l EleDEU6T eurkigl&e6, LOMEIED &L (bDey banks, State Co-operative Banks, and
EURISISHET, LLIGUIed eurdlsHer Sydliemeu

(i) @rp&Hlwifl&T el euraudhliined S sifld UL L

Scheduled banks, provided they were

eeueflWipld SLEOT LSSTrRISHEDET 6UMThIs approved by the RBI.

SiFH60T ceold HlFlwiefiliements OFiIcuS).




QULLNT Seorgd  eurh&dlser
(Regional Rural Banks — RRBSs)

oargs [l eUPRIGLD HimeuenThSerfled

BibHS (PHEWLOMET EuUrhlSWIemIOLL] UL
oars  euhSlSET  SpGW. D& SHombleor

eurbidleer  (Gramin - Banks) 6T60TMLD

SWP&SSLILIHED &) LDEmMIHS &L
HmwdH @nFonanmhd seuTserfler 20-SibF
eunBeTMTESTIS Sl L SHH0T 6(H (LpHSIILDTEnT

SID&FLD SHrmolymriserfled BUM(LQLD
2 _1p6UT &HEmETILLD 60 & 61160 60T (65 T & 6M6IMILLD
QFMLT sLeualpebled (indebtedness) @mbHsl
efledliugmELD. DIBHBHMED SLLSHH 6D
SIDEOLIh SHSLILL L Y&l QUNIHEMTHTT &
HlLsemss QBMLOME eILLNT oeargs
EUMKISEET 1975 34 LD S 600T(h S TLOLNSSLILIL L 6DT.
BemeuSHEHHBMET  cPGHeuTd 50% emLowl
spsmeo  15% nbleo  smsmeYd  35%
HL & &)|&ledTm 6U600f1& 6UMRIE]SHEMTEYILD

Siefl&HSLULLL§).

Regional Rural Banks (RRBs)

One of the important points of the
20 points economic programme of Mrs.
Indira Gandhi during the declaration of
state of emergency was the liquidation of
rural indebtedness by stages and provide
institutional credit to farmers and artisans
in rural areas. It was in pursuance of this
aspect of the New Economic programme
that the Government of India setup
Regional Rural Banks (RRBs) on 1975.
The share capital of RRB is subscribed by
the Central Government (50%), the State
Government concerned (15%), and the
sponsoring commercial bank (35%).




B eueuriidlaerfleoT
® pasEpd® GPHlute  dp,  Gm
2 eaugser (small and marginal farmers)>

BrT&&ID

Fleoomm Beuemmevor QB TLSl6DMEITT &6,
600 & 62160 60T (6H T & 61T (ETH & GLD dmy
CIFHITLH16D(LP 60>60T (B EUITIT & (6TH & GHLD &L 60T
EUDTRIGEUSHEDT  cpeDlD  2erpssll  LUGSHlulled
Geuemnevuremlo,  6ueTLII&D, OB ML @sT
© Dusd HLIGEUSEDSSET  Sp&ElieumHemn

GLIbhSHFI6US G LD.

The main objective of the RRBs
is to provide credit and other facilities
particularly to the small and marginal
farmers, agricultural labourers, artisans
and small entrepreneurs so as to develop
agriculture, trade, commerce, industry
and other productive activities in the rural
areas.




w&HHw flFgey
euraldl  eULLMT  2a0&  eURIHBEHHES

SDSBTEID FQIDHSET CULPMEISIIL| 6T 5.

) eULLNy 2ops eudlsser 3 ell(p&snoh

OIN&HS @@ﬂlﬁ]mmmﬁ:, 25 ell(psantb

&L L LILILq WIT 60T By 6mLO S Lidlemeot

WEUSS ((HHHEUD WD SHHBLILbEDE)

S)) BUMT(h eUdl CPED SEUDMIHES LM
&L_60THEMEMILD 6ULPTRIS 62(1FE60TM 60T.

The RBI has been granting many
concessions to RRBs:

(a) They are allowed to maintain cash
reserve ratio at 3 per cent and statutory
liquidity ratio at 25 per cent; and

(b) They also provide refinance facilities
through NABARD.
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GeueTmeor &L 60)I&&SMe0T LT (b

eurmigluileor i@ (NABARD And
Its Role In Agricultural Credit)

gleuss sMos5HedlmnGs wsHw flare
eukidl  CeueTTElTEmDESEL OTHET QIS
sefllgempen  gpubsSwg.  edteoty
efleusm 1ML 60T GOLML (b SHLOSLD 6TET)ILD
5l6me00T SiemIoLIL| [HHS LMRSIID, b
flamey eurnidl eXleusmu (edTGeoTHMS &(HSHWS
aflifley e\FiLg) Somoliym (WeoTGeTHmHHD&ET&HE
aLeTdemen eXlifleyLithS&Ib Gmnésdled Smmolimn

(WeoTGeoTmMSH D EHMeoT Sl L rhiSHemer ermLI(bgH

NABARD and its role in
Agricultural credit

Since its inception, RBI has shown
keen interest in agricultural credit and
maintained a separate department for
this purpose. RBI extended short-term
seasonal credit as well as medium-term
and long-term credit to agriculture
through State level co-operative banks
and Land Development banks.




henL(WemmLULUbSHS edifleuneor  Sig HFHeIid
O&HMetuTL & Siemwly wHHw  IflsFel
UhLElSES S CHemeULILILL &|. S1560T SIT[T6T0TLON &
1982-85lb 246001

CeuaTmeturemLo&HGLD ey GLOLDLITLLY. M)/ELOT 60T

§I°6M 6D LOM LD

Gxpdlw eurduiemeor (National Bank for
Agriculture  and Rural Development —

NABARD) 1982 %Lb ~ SH6D0T(h
UM MEBLO60TM & Hleb Suinmiiu L
glLgFletuy CamnpmeNsSss. SFHSSHLNS

A National Bank for Agriculture
and Rural Development (NABARD), was
therefore, set up in July 1982 by an Act
of Parliament to take over the functions
of ARDC and the refinancing functions
of RBI in relation to co-operative banks
and RRBs. NABARD is linked organically
with the RBI by the latter contributing
half of its share capital the other half
being contributed by the Government of
India(GOI). GOI nominates three of its
Central Board Directors on the board of
NABARD.A Deputy Governor of RBI is
appointed as Chairman of NABARD.




mpunge - NABARD

o Fled dnl(hmey eurkid
State Cooperative Bank

WHHW Fal(bMe| eurhi
Central Cooperative Bank

Primary Cooperative Scoeity

[HUMT (b 6k QUPRIGD APETDhSE
&L (bM6Y&H HL. 60T (LPemM

State Cooperative Bank

Central Cooperative Bank

Primary Cooperative Society

Three Tier Cooperative Credit
Structure




6.8.1 mUMT®H euridluledr Levofl et

gn&seotGey @hHw flagey  euraldHlujo
SIHEDT F)EWE0TT MNEMLOLIL|SH(EHLD, BEUEITTE00T WL
LOMMILD Ler 18 (LPEITEETDM &S D &HMS ETHOSHSLI
uettflmemer  pynmMleubsCam  Siuevofl&en
DI6W 60T HEMSILD HUMT(h eurhid) GLoME&HITe00T(H
eUHEME. LedTeuHeustT HUMT(H 6eurhdlulleor
GSDILILLL ueoofl&Hemm&LD:

6.8.1 Functions of NABARD

NABARD has inherited its apex

role from RBI i.e, it is performing all the
functions performed by RBI with regard

to agricultural credit.




(i) BUNT G eurhis  GUHRISIEWETNHS 2a1Ts
euenp&dlemw  GuLUGSSHID  cuemsHUTe
SIMETHG EUMSWITET 2_NLIGHSHSHSHMSHEYLD

(PHEOL(bHSHMHEYLD BeuemetoTemLD,
fmesnfleoser, GuUenssH OSHMPledSET,
FImos Q5MLHleLSET, 600 & 6)1 60D 60T &
esmfleosstr, @sr 20ps ATl
THL_ 6211 & 610 & & (6TH & &IT 60T LD )| &L 602 60T
UGS G-

(i) @& wHled sl (bmey eurki&laer, eul Ly

2eT8 EUMhI&|SHEM, [Fle06U6T GuhiSl&6T MHMmID
@ndlw  flagey  eurdl  SySlwieunmmed
gousfl&siucL @s1  HEBlm) eueoTiiser
SydweunninG GSnISISTE, SHSlisHTeD,
IBE0OTL BIM6D &HL 60THEWEN EULOThIGHH M Eil.

(i) NABARD acts as a refinancing
institution for all kinds of production
and investment credit to agriculture,
small-scale industries, cottage and
village industries, handicrafts and
rural crafts and real artisans and
other allied economic activities with
a view to promoting integrated rural
development.

(ii) It provides short-term, medium-
term and long-term credits to state
co-operative Banks (SCBs), RRBs,
LDBs and other financial institutions
approved by RBL.




(iii) B (bD6Y SHL60T EUPIAIGLD &S MhIS6r 60T
Uhl@ (PHEOL6ML  GUPMIGLD  EUMBHL(b
LOMTBlE0 DT BHEHEHE 20 Bh6U0T(h [HETOTL SHIT6D
&L 60T&H 66N HLMT(H eUrkid eI GEDE).

(iii) NABARD gives long-term loans
(upto 20 Years) to State Government
to enable them to subscribe to the
share capital of co-operative credit
societies.

(iv) emwow  oipdleoted  SirudsflHsluTL
SieLenG (CeuenmetTeml Lerms  6UETTEFS
SyFWeumBIHSTE0T  UMhi@E  CLPEDSEITLD
I6LEV G &L_60T L1&&hl [T rhal & 6mEITL
UMM (& &L 151m)| 611607 1l & (6TH &b (&
HE0OTL BIT6D HL W60t JiellSEME).

(v) emowl Siga, Lompled ST&seT, HLLSE(Q
(smewmRs BlF oCwins) emow, wrbled
apasefler — dAnOsmplesst, @Glemnasd
QBMledS 6T, Homos ESHTLH6LSE,
cmaellemarrd OgMPlessr, BT WsFAM)
CSMPlVSBEHSHE 2 FHEULD [HM)|6UEDT RIS 66T

6Bl S EME00T 55| E1FIE0MM MLD
HL_ 6L, & 60D & & 60D 6IT HUMTT(h BUrhl
GLoMHE\S&ITETOT (HETET &)

(iv) NABARD giveslong-term loans to any
institution approved by the Central
Government or contribute to the
share capital or invests in securities
of any institution concerned with
agriculture and rural development.

(v) NABARD has the responsibility
of co-ordinating the activities of
Central and State Governments, the
Planning Commission (now NITI
Aayog) and other all India and State
level institutions entrusted with the
development of small scale industries,
village and cottage industries, rural
crafts, industries in the tiny and
decentralized sectors, etc.




(vi) BUMT(h 6urald, eULLNT 2ergs& eurhldlser

oL (b6
SIEWEDT 55|

&|6UHE (Beu6ITEvuT6mLO &
5155
8L (bD6) 6UMLISISHENETILID Shli6) EIFIILLD

&l &Ml & 66T

ueooflemwi§ QSIS &).
(vii) Geuermetor6mL & &L Der &
6U6IT &&18 &LDT60T 34 1L16Y| 5 6W6TT

Cububs&Ib eigwns Spiiey Bl enuiuo,
euenT &8l Hldlemwib ugmorfl&&ns).

(vi) It has the responsibility to inspect
RRBs and co-operative banks, other
than primary co-operative societies.

(vii) It maintains a Research and
Development Fund to promote
research in agriculture and rural
development




QIFHMLHID &16W M &S IT60T Hl& &S &HME&e LD
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to industries.The institutional set-up
in India for financing and promoting
industries are as follows

6.9.1 Institutional Set-up:

* Industrial Finance Corporation
of India (IFCI)

* Industrial Creditand Investment
Corporation of India (ICICI)

* Industrial Development Bank of
India (IDBI)

All-India Level
Institutions

= State Financial Corporations
(SFCs)

= State Industrial Development
Corporation (SIDCs)

State Level
Institutions




6.9.2 @nFlw dieralled 2 _eTer
Bimieueoriuser (All India Level
Institutions)

1. @bl esmfled Hlflé s

esmledblSl wnHmib Guwum o Himieusor
&Fral&ledl He\FmLifled

(P& 6DTEMLOLLIT S
SyrollsslulL Hlineuero @pHlw asmpdled
H&l& HLPHD S@GWD. HILMEBLOOTME FLLLILIG
85 1948-hD  Sh600I(H _gremed  1-8ed
SIeMDSHHLILILL §).

B&&pa  LleTeu(no
auflsefled asmfled Hllemwl eulpri@GSHn&i:

6.9.2 All-India Level Institutions:

1. Industrial Finance Corporation of
India (IFCI)

This was first in the chain of
establishment of financial corporations to
provide financial assistance for industrial
development. This was established
on July 1, 1948 under the Act of the
Parliament. IFCI provides assistance to
the industrial concerns in the following
ways:

) @b&Iw erpumuigpid eeuerfBm (b Lievors el
[B600TL. &M60& &L 60THEMEN EULDMIGSSME).

i) QeueflliLiu’ L. &0 2 _[flemwol  Uki@ser,
(PeoTEIIflemLDLl Lirki@&&6iT, &L 60T LSHST ST

SySeunNIsHES ULNISweflsEHnsl.

i) Long-term loans; both in rupees and
foreign currencies.

ii) Underwriting of equity, preference
and debenture issues.




i) 0 2 flewwoll UGS, (WeoTEnflemLOLI iii) Subscribing to equity, preference and

LMl & &6IT, SL60T LSS IThlSH6T S a&lieumnemnm debenture issues.
UNEIGHADS. iv) Guaranteeing the deferred payments
iy)w QFLWILIL(HLD in respect of machinery imported
Suibdimserser ObSHunelembs from abroad or purchased in India;
6UIMTRISLILI(HLD QFMHIDFHl6emm and
@\WIh BTl & (6TH & G LOIT 60T LIeooT D& v) Guaranteeing of loans raised in foreign
® SHlreunsid siefleHeTma. currency from foreign financial
) . . institutions.
v) eleuerflbm(h bimieueoT i serfILLOl(HH &)

SIBHHMLIQE0T  LeOITHSHD  eUMaISLILI(HLD
& L_60T 8 (61H & 5 IT60T 2_5SlIeunssHemsiD

siefladnag).




euUN& S Iemn, Seoflwng glemm, &emevor
BMICUEITRI&ET, &nl(bD6Y  [HIMICU6ITIRIGET
asmhgsiempuiled  moULBGeumr 2iebens)
elfleyupssCGeunr @hHw  azmpled HiHs
Hduysell siefladleoTma).
@szemaw B o gealsar yHw esmbled
L Lmsemer anUbSHCeur, efleunssid
SIeD60 &)

asws  (IFCI)

eFLwGeur, Ureuedm&aBeurm

erm&eoTGel o_eiTem Bk &\ & emerL
Heoroemloli e&wwi@Geun Y& emwliLh S5 GEeur
2iefl&SBLILLE T ). DWW  SITFTED
asmingiemnuiled eSS LOTEULL MhI&6T
eTeoT SiMledl&&LUILL L eunriled Lomeul L ralserfled
Qzmled QFMLMRIS HHlenwsd GHemDhs
Ul lg el griseafled eupmi@&aleoTna.

Financial assistance of IFCI can be
availed by any Limited Company in the
public, private or joint sector, or by a co-
operative society incorporated in India,
which isengaged or proposesto beengaged
in the specified industrial activities. Such
financial assistance will be available for
the setting up of new industrial projects
and also for the expansion, diversification,
renovation or modernisation of existing
ones. The IFCI also provides financial
assistance on  concessional  terms

for setting up industrial projects in

industrially less developed districts in the
States or Union Territories notified by the
Central Government,




@i asndled FHl& SLp&LD &60T S MeoT
Blglemw feoteupo euflsefled OuMSDE:

1) &L 60TLIS &I [T M2l & 6m6IT &hemsuied

coeliohps, ) SHHU s

GuoioLin 3 G S SFALD BLem o

eupdms, &) urssTiumer eeueflhHIL(bs
oeuefipm e  HipeueThiser
U6DTEOTTL (b COGDSE0T  Siriudimiq uledlHbHSIb
euUMIFD G-

&L 60 60T

The IFCI raises its resources by way
of (a) issue of bonds in the market; (b)
borrowing from Industrial Development
Bank ofIndiaand the Central Government;
(c) foreign credit secured from foreign
financial institutions and borrowings in
the international capital markets.

2. @pHw azmhh sLeT LHMID WHBLbS
sisi> (ndustrial Credit and Investment

ICICI (@S w esmflh &L 60T HMmILD
WHBLbS HPaLD)

ﬂ ICICI Bank

3. Industrial Credit and Investment
Corporation of India (ICICI)

ICICI [Industrial Credit and Investment

Corporation of India]

ﬂ ICICI Bank
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&|60600T SHeMLOLILGHET Sh&IIeUDIILLD 2 6T6emg).

This was set up on 5th January 1955
as a joint-stock company on the advice
given by a three-man mission sponsored
by the World Bank and The Government
of USA to the Government of India. The
principal purpose of this institution is
to channelize the World Bank funds to
industry in India and also to help build

up a capital market. Initially the capital

of ICICI was held by private companies,

institutions and individuals. But now,
a very large part of its equity capital is
held by public sector institutions, such as

banks, LIC, GIC and its subsidiaries, as
‘this private institution was nationalized.
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The significant feature of the
operations of ICICI is the foreign currency
loans sanctioned by this institution to
industries. Since its inception, nearly 50
per cent of its disbursement had been
in foreign currencies. This is possible
because of the facility it enjoys of raising
funds in foreign currencies. The World
Bank has been the single largest source
of such funds. Since 1973, the ICICI has
entered the international capital markets
also for raising foreign currency loans.
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The major portion of its rupee
resources is raised by way of debentures
in the capital market. The ICICI also
borrows from the Industrial Development
Bank of India and the Government. The
major portion of its assistance has gone to
the private sector.

QL1201 =il
List 1 List-11

A. | Reverse repo I11. | RBI Borrow money from ||

ratc commercial bank

B. | Bank rate II. | RBI provides loan to
commercial bank for a
long time.

C. | Repo rate L. RBI provides loan to
commercial bank for a
short time

D. | Cash reserve IV. | Commercial banks have

ratio to deposit minimum ratio
of their net total
liabilities in RBI

Question Answers




13.

One of the various qualitative instruments used
by the central bank during inflation is
(a) Raise margin requirement
(b) Remove margin requirement
(c) Reduce margin requirement
(d) Fix margin requirement
UGC NTA NET/JRF-08.10.2022

Ans, (a) : Central banks increase marginal demand in
times of inflation central banks adopt accommodative
monetary policy such as increase in bank rate, sales of]
securities under open market operations absorption of
liquidity through repo rate, C.R.R. and increase SLR,
increase in margin in respect of inflation sensitive items
increase in foreign exchange rate, increase in foreign
exchange fund canceling the main effect in inflation or
increase in money supply.

10.

Match List I with List II :
List I List 11
A. Reverse reporate 1. RBI provides loan

to commercial
banks for short
term

B. Bank rate II. RBI provides loan
to commercial
banks for long term

C. Repo rate III. RBI borrows money
from commercial
banks

D. Cash reserve ratio 1V. Commercial banks
have to deposit

minimum ratio of

their net  total

liabilities in RBI
Choose the correct answer from the options
given below :

A B C D A B C D
(a) I HOI II IV (by III I T IV
(¢c)y I T II IV (d) 1 11 IO Iv

UGC NTA NET/JRF-08.10.2022

Ans, (b) : The matching of List I with List 11 is-




14. Instruments of Monetary Policy are:
1. Repo Rate
2. Open Market Operation
3. Cash Reserve Ratio
4. Subsidies
(a) (A), (B) and (D)
(b) (A), (C)and (D)
(c) (A)and (B)
(d) (A), (B)and (C)
NVS PGT-16.12.2022, Morning

.15. Which amongst the following is NOT the.

objective to be achieved by Monetary Policy?
(a) Price instability
(b) Exchange stability
(¢) Achievement of full employment
(d) Elimination of cyclical fluctuations
Punjab Lect. 2021

Ans, (d) : Policies that affect the liquidity of money in
the economy i.e. money supply and interest rates are
called monetary policy the instruments of monetary
policy are as follows
Quantitative tools Qualitative tools
Bank rate Marginal needs
Repo rate Rationing of credits
Reverse repo rate Rationing of credits
Cash reserve ratio Moral influence

Ans. (a) : 'Price instability' is not the adjective to be
achieved by monetary policy.

Objectives of Monetary Policy:.

Since the objective of monetary policy varies from
country to country and from time to time, its briel
description is as follows:

(1) Neutrality of money

(11) Stability of exchange rates
(iii) Price stability

(iv) Full employment

(v) Economic development

(vi) Balance in the balance of payments

Statutory liquidity ratios open market operations




16. Which amongst the following is NOT the

instrument of Monetary Policy?

(a) Taxes

(b) Bank Rate

(c) Open market operations

(d) All the above

Punjab Lect. 2021

Ans. (a) : Taxes is not the instrument of monetary
policy. The various different tools and instruments of]
monetary policy are as follows: cash reserve ratio,
statutory liquidity ratio, bank rate, repo rate, reserve
repo rate and open market operations.

17.  Amongst the following, monetary policy is
concerned with:
(a) Regulating the supply of money in the
economy
(b) Regulating the cost and availability of credit
in the economy
(c) Promoting economic growth
(d) All the above
Punjab Lect. 2021
Ans, (d) : Monetary policy is primarily concerned with
the management of interest rates and the total supply of
money in circulation and is generally carried out by
ceniral banks, such as the U.S federal Reserve (Fed).
fiscal policy is a collective term for the taxing and
spending actions of governments,

18.  Which is the qualitative tool of instrument of
Monetary Policy?
(a) Bank rate
(b) Repo rate
(¢) Selective credit control
(d) Open market operations Punjab Lect. 2021

Ans. (c¢) : Selective credit control is the qualitative tool
of instrument of monetary policy.

The qualitative tools of monetary policy are Rationing
of credit, Consumer Credit Regulation, Guidelines,
Margin requirements, Moral Suasion. You can read
about the Monetary Policy — Objectives, Role, and
[nstruments in the given link. Further readings:
Monetary Policy Committee (MPC).

19.  Which of the following statements is correct?

(a) Consumers Price Index measures price
changes in goods

(b) Consumers Price Index measures price
changes in both goods and services

(¢) Wholesale Price Index measures price
changes in goods

(d) None of the above

TRB Tripura Teacher-2019

Ans. (b) : Consumer Price Index (CPI) tracks the prices
of goods and services purchased by consumers the
Consumer Price Index (CPI) is a measure that examines
the weighted average of price of a basket of consumer
goods and service such as transportation, food, and
medical care hence, statement (b) is correct.




20.  Demand deposits are defined as deposits:
(a) That have fixed lock-in period
(b) Not payable on demand
(c) Payable on demand
(d) That do not attract interest payment
Telangana Jr. Lect, 2018, Paper-I11

Ans. (¢) : A demand deposit consists of funds help in an

accounts from which deposited funds can be withdrawn

at any time from the depository institution such as a

current or saving accounts the interest rate is

comparatively low for demand deposits.

21. Which of the following instruments of
monetary policy is used to control the volume
of credit availability in the economy?

(a) Variations in margin requirements

(b) Moral suasion

(c) Open market operations

(d) Credit rationing

Telangana Degree College Lect. 2017, Paper-I1

Ans. (¢) : Open market operation refer to the buying
and selling of securities in an open market. In order to
affect the money supply in the economy the selling of]
securitics by RBI will wipe out the extra cash balance
from the economy, thereby limiting the money supply
where in the case of buying securities by RBI additional
money is pumped in to the economy stimulating the
money supply.

22. Identify the correct statement from the

following:

(a) Narrow money and broad money are always
the same

(b) Narrow money is greater than broad money

(¢) Narrow money is the same as broad money,
depending on the policy of government

(d) Broad money is always greater than narrow

money
MH SET- 26.09.2021

Ans. (d) : Board money is always greater than narrow
money

Broad money = Narrow Money + Time deposits

Broad money is a category for measuring the amount of
money circulating in an economy. It is defined as the
most inclusive method of calculating a given country's
money supply, and includes narrow money along with
other assets that can be casily converted into cash to buy
goods and services.

23. The prevention of money laundering act was
passed in the year.............
(a) 2001 (b) 2008
(c) 2002 (d) 2007
MH SET- 26.09.2021

Ans. (¢) : The prevention of money Laundering act
2002 (PMLA) forms the core of the legal framework
put in place by India to combat money laundering
PMLA. and rules notified there under came in the force
with effect from July 1, 2005.




25. Bharativa Mahila Bank, first ever women's

bank was inaugurating in:

(a) 2007 (b) 2013

(c) 2003 (d) 2016

JSSC PGT-11.03.2018, 2:30-5.30 PM

Ans. (b) : Bharatiya Mahila Bank which is the first
bank for woman. It was inaugurated by former Prime
minister Dr. Manmohan Singh in November, 2013 on
the occasion of Indira Gandhi's 96th birth anniversary.
Its headquarters is in Delhi. It was merged into State
Bank of India in April, 2017.

26. How many banks were nationlised in 1969?
(a) 10 (b) 18
(c) 14 (d) 16
JSSC PGT-11.03.2018, 2:30-5.30 PM
Ans. (c) : In the year 1969 the number of nationalized
bank was 14 on July 19, 1969 banking companies
ordinance came into force in India and with this, 14
private bank were nationalized. After the recent merger
of 10 banks at present the number of public sector banks

in India has increased to 12.

28. The minimum reserves kept by the RBI for

issue of currency is:

(a) 100 percent gold

(b) 115 crores worth of gold

(c) 40 percent gold

(d) 115 crores worth of gold and¥ 85 crore worth

of foreign securities
KVS PGT-2018

Ans. (d) : After October 31, 1957 the minimum reserve
for currency issue by the Reserve Bank of India was Rs.
200 Crore. of which at least Rs. 115 crore was in the
form of gold coins or metal and Rs 85 crore was in
toreign currency or foreign currency. it is mandatory to
keep it as security.

27. What is the maximum limit of SLR in India?
(a) 30% (b) 20%
(c) 40% (d) 35%
JSSC PGT-11.03,2018, 2:30-5.30 PM

Ans. (¢) : Reserve Bank of India (Banking Regulation
Act section 24) has set a limit of minimum 25% of its
deposit and maximum 40% of statutory liquidity Ratio
(SLR) for commercial banks. It is mandatory for
commercial banks to keep cash, gold, foreign currency
or approved securities. The lower limit of SLR has been
abolished by an ordinance issued on 1 January 2007.
India S.L.R. was first implemented in 1949. Its highest
limit was 38.5% in 1989-90 currently the SLR rate in

18.0%.




29.  Which among the following will lead to larger
credit availability?
(a) Reduction in CRR
(b) Reduction in SLR
(c¢) Nonec of the above
(d) Both (1) and (2) above KVS PGT-2018

Ans. (d) : Reduction in both CRR and SLR will
increase credit creations both CRR and SLR are
quantitative methods of Credit Control Reduction in
CRR and SLR increases the credit creation capacity of
commercial banks Apart from this bank rate policy open
market operations repo rate and reverse repo rate are

also measure of quantitative credit control.

31. Which amongst the following measure will

result in shrinkage of the credit in the

monetary system?

(a) Increase in Statutory Liquidity Ratio (SLR)

(b) Decrease in Repo-rate

(¢) Larger repayment of debt by the government

(d) Decrease in Cash reserve ratio

KVS PGT-2017

Ans.(a) : Availability of adequate amount of liquidity is
an essential condition for smooth functioning of
economic activities in any economy. In the measure of
credit control and liquidity adjustment by the reserve
bank the following weapons of quantitative control are
Statutory Liquidity Ratio (SLR) bank rate, repo rate,
change fund ratio etc. increase or decrease in these rates
leads to contraction (decrease) and increase in the
supply of credit therefore an increase in the fiat liquidity
ratio will lead to a contraction in the credit supply in the
monetary system.




With reference to the monetary policy, which
of the statements is/are correct?

i. Monetary policy has a longer outside lag.

ii. Monetary policy has a shorter inside lag.
Select the correct answer using the codes given
below.

(a) Only (i)

(¢) Both (i) and (ii)

(b) Only (i1)
(d) Neither (i) nor (ii)
UPPSC GDC 2021

Ans. (¢) : Monectary policy is a individual part of
economic policy of any country. Its structure is affected
by economic environment policies of any country.

In reference to monetary policy has a longer outside lag
has a shorter inside lag.

33.

Which of the following is TRUE for Bank

Rate?

(a) Bank rate is a direct instrument of credit
control

(b) Bank rate is a qualitative instrument

(c) Bank rate is the minimum rate at which the
Central Bank provides credit to financial
institutions  against  securities of  the
government

(d) Increase in Bank rate by Central Bank would
increase money supply keeping other factors
constant

NTA UGC NET/JRF Dec 2020/June 2021

Ans. (a) : Bank rate is a direct instrument of credit
control. Availability of central bank credit by the Bank
rate and can effected to cast of credit and like this can
effected to power credit creation of bank




39. Which of these is not an objective of monetary
policy?
(a) Neutrality of money
(b) Price stability
(c) Exchange rate stability
(d) Resource mobilisation
UP PGT 2021
Ans. (d) : The following objects of money policy—
(1) Keep stability in exchange rate
(2) Neutrality of money
(3) Price stability
(4) Full employment
(5) Economic development
(6) Balance a balance of Payment

40. In which of the following are not a object of
monetary policy in India
(a) Increase motion of economic development
(b) Achieve price stability
(¢) Regulate to foreign trade
(d) Stable to exchange rate

UGC NET- II Paper Dec. 2010

Ans. (¢) : Regulate to foreign trade are not a object
monetary policy in India. Stable to exchange rate
regulated by SEBI.




41. Above question explanation consider the
following statements.
The objectives of monetary policy in India are-
1. Controlled expansion of money
2. Price stability
3. Balance of payment correction
4. Unbalanced growth
Code from above
(a) 1,2, and 4 are correct
(b) 2,3 and 4 are correct
(c) 1,2 and 3 are correct
(d) 1.3 and 4 are correct
UPPCS Economics-2008

Ans.(c): The objectives of monetary policy in India are-

¢ Controlled expansion of money
e Price stability

e Balance of payment correction.

42, Which of the following is not a method of
Qualitative Credit Control?
(a) Rationing of credit
(b) Direct action
(¢) Moral suasion
(d) Open market operation

UPPSC GIC 2021

Ans. (d) : Qualitative Credit Control method
(1) Margin or lowest limit determination.

(ii) Determination of credit measurement.
(ii1) Moral suasion.

(iv) Differentiate interest rate.

(v) Credit rationing.

(vi) Credit proposal scheme.

(vi) Credit monitoring arrangement.

45. The transmission mechanism of monetary
policy in Keynesian economics is through:
(a) Rate of interest (b) Direct purchase
(¢c) Wealth effect (d) Consumption effect
Haryana PGT 2020
Ans. (a) : Keynes considered that circulation system is
indirect, means change interest rate in money supply or
cffect to the total demand by the change of medium in
exchange rate. So in Keynesian economics circulation
process of monetary policy decided by interest rate.

46. Which of the following control credit for a
particular goods or industry?
(a) Bank rate
(b) Margin money
(c) Open market operations
(d) Selective credit control
Haryana PGT 2020

Ans. (d) : When the measure of credit control by pay
attention of any special good or industry then call to this
process selective credit control this is a type of credit
control.




47. The R.B.I. helps to finance India's foreign
trade through which of the following?
(a) NABARD (b) EXIM Bank
(c) State Bank of India (d) IDBI
UKPSC Lecturer (Mains) 2020

Ans. (b) : RBI Assists give in finance to foreign trade
in India by Exim Bank. Indian Exim Bank in February.
1981. Budget finance minister proclaimed that the
establish of Exim Bank for financial management of
international trade and bank initial enacted from 1982.
This is a legal corporation which authorised capital are

200 crore rupees.

48. Which one of the following is not a credit
control instrument of central Bank?

(a) Bank Rate or Discount Rate
(b) Open Market Operations
(¢) Cash Reserve Ratio
(d) Credit Creation
UKPSC Lecturer (Mains) 2020
Ans. (d) : The work of credit creation is done by
commercial banks. The useses of this following method
to control credit control and liquidity adjust by the
central bank.
(I) Quantitative method
(A) Traditional method of credit control
(i) Bank Rate
(1)  Activity of open market
(ii1) Variable Cash Reserve ratio.
(IT) Measurement of quality credit control.
(i)  Determination of lowest limit
(ii)  Determination of credit measurement
(111) Ethical pressure
(iv) Direct Action.
(v) Differentiate interest rate.




49, The banks are required to maintain a certain
ratio between their cash in hand and total
assets. This is called
(a) SBR (Statutory Bank Ratio)

(b) SLR (Statutory Liquidity Ratio)
(c) CBR (Central Bank Ratio)
(d) CLR (Central Liquidity Reserve)
UKPSC Lecturer (Mains) 2020

Ans. (b) : Call the Statutory Liquidity Ratio to maintain

the determination ratio of cash and Asscts by bank.

Under the statutory liquidity ratio all schedule

commercial bank keep a special part of her gross credit

keep with you necessary in 'non cash’. On 23 January,

2007 by the bulletin a ordinance finished the lowest

limit 25 percentage of the SLR, means can down by

RBI up to any level.

56.  Which of the following is not method of
qualitative credit control?

(a) Change in margin requirement
(b) Differential interest rates
(c) Moral pressure
(d) Change in cash reserve ratio  UP PGT-2009
Ans.(d) Qualitative Credit Control-
(1) Rationing of credit
(11) Change in the required limit of secured loans
(iii) Control by instructions
(1v) Moral pressure
(v) Consumer credit regulation
(vi) Direct action

50. Bank rate is decided by which of the following?
(a) Government of India
(b) State Bank of India
(¢) Reserve Bank of India
(d) Securities and Exchange Board of India
UKPSC Lecturer (Mains) 2020

Ans. (c) : Bank rate are decided by the reserve bank of]
India. that interest rate on which give long period loan
to her customer call '‘Bank rate'. Which interest rate levy

by RBI on her long period loans called the bank rate.




51. The goal of open market operation-
(a) Regulation of use of Branch
(b) Determination of Bank cash fund
(c) Switch operation
(d) Buy and sells of government securities
UPPSC GDC- 2019
UP LT Grade - 2018
UP TGT -2016
UPPCS Economics-2010

53. Banks in India have to maintain a certain ratio

between their risk assets and capital which is
called-

(a) Capital Adequacy Ratio (CAR)

(b) Statutory Liquidity Ratio (SLR)

(c) General Bank Reserve (GBR)

(d) Capital - to - Risk Adequacy Ratio (CRAR)
UP PGT -2016

Ans : (d) The open market operations target are buy and
sells of government securities. Its object on a
sustainable base adjustment of rupees liquidity in
economy Central bank RBI under the system of
economy for shortage in liquidity sell the government
securities and control to this system buy the government
securities. RBI act was pass in 1934,

52,  Reserve bank of India act was passed in which
year happened.
(a) 1934 (b) 1935
(c) 1949 (d) 1921
MP Assistant Professor— 2017

Ans : (d) In the given question both options a and d are
correct but the commission has accepted option d as the
correct answer. Capital Adequacy Ratio (CAR) also
known as Capital Risk Weighted Assets Ratio (CRAR)
shows the ratio of bank's capital to its risk weighted
assets. This ratio is used to protect the interest of the
depositor and to maintain the stability and efficiency of
the banking system. This is displayed like this-

Total capital Fund (Tier 1+ Tier 2)
Total Assets at Risk weighted

CAR /CRAR =

Ans. (a) : The Reserve Bank of India Act 1934 is the
legislative act under which the RBI was formed. There
are many sections in this act but the most controversial
and confusing is section 7. This section places
restrictions on the autonomy of the RBI and holds that
the RBI is not an autonomous body. According to
section 21, RBI should conduct the banking affairs of
the central government and manage the public debt and
according to section 22, only RBI has the exclusive
right to issue currency notes in India.




54.  Which of the following is the monetary policy 147) Which one of the following issues the “Global

in India? Don't have a purpose? Economic Prospects” report periodically?

(a) To enhanced a purpose a) The Asian Development Bank

(b) Achieving price stability b) The European Bank for Reconstruction and

(c) Regulating foreign trade Development

(d) Fixing exchange rate c¢) The U.S Federal Reserve Bank

UP PGT -2016 d) World Bank
Ans : (¢) Monetary policy that branches of economic 2 qaemmeail QuIwETTSTT umiiYSeT fl&ma
policy which under central bank regulate the money Ceueflull(Hioug 61&?
supply in economic so the stability of price, growth in a) QL& eueriT &S eumis
employment and economy growth and established b) misL Lol whmid Guibum’ (Hésmer mGrminiw
balanced in foreign payment. s
Maintain price stability in cconomics aqd ;ﬁ]cicney ¢) 9Qwf&s QULTsH aumkid)
loan for the producer area and fixed the liquidity flow .
these are two basic policy of object for money policy. d) 2005 auiel
policy ] y policy

Monetary policy

¥ ¥
Quantitative measure Qualitative measure
(1) Open market operations (1) Ethical pressure
(2) Bank rate, repo rate, (2) Lowest limit
Reserve repo rate (3) Determinent of credif

(3) Cash reserve ratio
(4) Statutory liquidity ratio

measurement.




174) Which of the following is not the quantitative method

of credit control by RBI?
a) Bank rate b) Cash reserve ratio
c¢) Moral suasion d) Statutory liquidity ratio
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