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RBI Officers Grade ‘B’ (Phase-II) ™EXAM  G ALPOST   Comprehensive Guide is designed to give 
aspirants thorough knowledge of all the relevant and important topics. All chapters have concepts as well as practice 
questions that will help you in your preparation.

It contains more than 800+ questions with detailed solutions and explanatory notes for every question.

2. Detailed Solution for Every Question
The book contains detailed explanatory solutions to each and every question and not just the answer key. These 
explanatory solutions not only provide you with an insight into the details of the answers but also help you deal 
with similar types of problems. 

1. Detailed Content Coverage
This book covers full syllabus of RBI Officers Grade ‘B’ (Phase-II) exam. The entire content has been divided into 
two parts. Part-I deals with Paper-I and Paper-III, which has been divided into 24 chapters. Part-II of the book deals 
with Paper-II. Detailed and lucid explanation has been provided for each important topic covered in these chapters.

Unique Features of the Book

Detailed Solution

Question

Detailed Solution

Chapter 6: Monetary and Fiscal Policy 
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Answer key & Solutions to Monetary and Fiscal Policy 
 1. (2) Monetary policy is an important 

instrument in the hands of the 
central bank of the country to 
control the economic activity. 

 2. (2) Fiscal policy is the instruments 
in the hand of the government in 
managing the revenue and 
expenditure. 

 3. (1) Monetary policy may be 
expansionary and contractionary. 
One of the varied methods of 
expansionary monetary policy has 
been Bank Rate. 

 4. (2) Fiscal Policy deals with the 
revenue and expenditure policy of 
the government and not the social 
aspects like control of population. 

 5. (4) Banking reforms have 
categorically structured the usage 
of SLR and CRR and dismantling of 
the administered interest rate 
structure. 

 6. (2) External Sector Reforms have 
been the part and parcel of New 
Economic Reforms of 1991. This 
led to Encouragement of Foreign 
Direct Investment and removal of 
Quantitative Restrictions in Indian 
exports and liberalising the import. 

 7. (4) The objective of monetary policy 
has been accelerating economic 
growth, price stability and exchange 
stabilisation. 

 8. (3) To control inflation, the central 
bank always uses the 
contractionary monetary policy 
methods. 

 9. (1) The RBI, according to the 
recommendation of the Urjit Patel 
Committee has decided to 
announce the monetary policy 
statement in every two months 
since April 1, 2014. 

 10. (2) The bank rate was aligned with 
marginal standing facility to link the 
policy of repo rate. 

 11. (2) The rate of SLR in 2016 has 
been fixed at 21.5 per cent. 

 12. (1) As per the RBI Act, 1934 and 
Banking Regulation Act, 1949, the 
floor that is lower limit has been 
fixed at 3 per cent and cap that is 
the upper limit on CRR has been 
fixed at 20 per cent. 

 13. (3) The target for inflation as 
recommended by the Urjit Patel 
Committee has been 4 per cent 
with ± 2 per cent adjustments. 

 14. (1) The Fiscal Deficit targeted in 
2015-16 has been fixed at 3.9 per 
cent of the GDP. 

 15. (3) the Budget Deficit which is the 
difference between Total Budgeted 
receipts and expenditure was 
abolished in 1997. 

 16. (3) Fiscal Responsibility and Budget 
Management Act (FRBMA) 2003 
concerns both fiscal and revenue 
deficits. 

 17. (3) The objective of increasing the 
cash reserve ratio is to curtail the 
lending capacity of the commercial 
banks in order to control the 
inflation in general and thus banks 
will have less capacity for lending. 

 18. (2) Fiscal stimulus is an intense 
affirmative action of the 
government to boost economic 
activity in the country. 

 19. (4) Repo Rate 

 20. (1) The objectives of monetary 
policy in India have been growth 
and stability. 
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 7. The objectives of monetary policy are 
(1) It accelerates economic growth 
(2) Brings about price stability 
(3) Brings about exchange stabilisation 
(4) All of the above 

 8. Contractionary policy of monetary policy is used to 
(1) Fight employment 
(2) Lowering of interest rate 
(3) Control of inflation 
(4) None of the above 

 9. RBI decided to announce bi-monthly monetary policy 
statements once every two month from 
(1) April 1, 2014 
(2) July 1, 2014 
(3) December 1, 2015 
(4) January 1, 2016 

 10. The bank rate was aligned with __________ to link the 
policy of repo-rate 
(1) Prime Lending Rate 
(2) Marginal Standing Facility 
(3) Penal Rate 
(4) Reserve Requirement 

 11. The rate of SLR in 2016 has been 
(1) 20.5 per cent 
(2) 21.5 per cent 
(3) 22.5 per cent 
(4) 23.0 per cent 

 12. As per the RBI Act, 1934 and Banking Regulation Act, 
1949, the floor and cap on CRR has been fixed at 
(1) 3 per cent and 20 per cent 
(2) 2 per cent and 15 per cent 
(3) 4 per cent and 12 per cent 
(4) 4.5 per cent and 20 per cent 

 13. The Urjit Patel Committee recommended the target for 
inflation at 
(1) 4 per cent with a band of ±1 per cent 
(2) 4.5 per cent with a band of ±2.5 per cent 
(3) 4 per cent with a band of ±2 per cent 
(4) 6 per cent with a band of ±2 per cent 

 14. Fiscal deficit targeted at 4.1 per cent of GDP in 2014-
15, the Fiscal Deficit targeted in 2015-16 has been 
fixed at 
(1) 3.9 per cent of GDP 
(2) 4.1 per cent of GDP 
(3) 3.5 per cent of GDP 
(4) 3.7 per cent of GDP 

 15. In which year the budget deficit which is the difference 
between total budgeted receipts and expenditure was 
abolished in 
(1) 1991 
(2) 1995 
(3) 1997 
(4) 1999 

 16. Fiscal Responsibility and Budget Management Act 
(FRBMA) 2003 concerns 
(1) Fiscal deficit 
(2) Revenue deficit 
(3) Both (1) and (2) 
(4) Neither (1) nor (2) 

 17. When the RBI announces an increase of cash reserve 
ratio, it means 
(1) The commercial bank will have more money to lend 
(2) The commercial bank will have less money to lend 
(3) The Reserve Bank of India will have less money to 

lend 
(4) The Union Government will have less money to lend 

 18. Which of the following statements appropriately 
describes the ‘Fiscal Stimulus’? 
(1) It is a massive investment by the government in 

manufacturing sector to ensure the supply of goods to 
meet the demand surge caused by rapid economic 
growth. 

(2) It is an intense affirmative action of the government 
to boost economic activity in the country. 

(3) It is the government’s intensive action on financial 
institution to ensure disbursement of loan to 
agriculture and allied sectors to promote greater good 
products and contain food inflation. 

(4) It is an extreme affirmative action by the government 
to pursue its policy of financial inclusion. 

 19. Which one of the following is the rate at which the RBI 
lends money to commercial banks in the event of any 
shortfall of funds? 
(1) Benchmark Prime Lending Rate 
(2) Annual Percentage Rate 
(3) Bank Rate 
(4) Repo Rate 

 20. The main objective of monetary policy in India is 
_______. 
(1) Growth with Stability 
(2) Reduce Poverty and Achieve Stability 
(3) Overall Monetary Stability  
(4) None of the above 

Question
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(3) germinate new techniques into the Agricultural 
Development 

(4) germinate techniques for poverty elimination 

 16. The principal reason why National Economic Planning 
still being pursued in spite of embracing a market 
economy since 1991 is that 
(1) The vast quantity of capital is already being deployed 

in the public sector needs to be nurtured 
(2) the market economy is mainly confined to the 

industry and commerce and central planning in 
agriculture is necessary 

(3) It is a constitutional requirement 
(4) Five year plans can contribute to provide a long-term 

perspective to the economy in the market friendly 
fashion 

 17. The basic difference between imperative and indicative 
planning has been  
(1) It is easier to achieve targets in imperative type of 

planning 
(2) In the case of imperative planning all economic 

activities belong to the public sector, while in other 
type they belong to the private sector. 

(3) In the case of imperative planning, the market 
mechanism is entirely replaced by a command 
hierarchy, while in the case of indicative planning, it is 
looked upon as a way to improve the functioning of 
the market system 

(4) In the case of indicative planning there is no need to 
rationalise any industry 

 18. Which of the following is not a function of the NITI 
Aayog? 
(1) To develop a collective prophecy of various 

development priorities and strategies with the 
dynamic involvement of various States in line with the 
national objectives; 

(2) The NITI Aayog will provide necessary advisory to the 
key stakeholders and will help to encourage 
partnerships at the national and international level 
among the stakeholders’ with similar mind-sets. 

(3) To offer a common podium for perseverance of issues 
between different sectors  in order to fast-track the 
execution of agenda for development; 

(4) Preparation of Annual Budget of the country and 
collection of taxes to raise capital for the 
implementation plans 

 19. The Nehru-Mahalanobis strategy of development 
guided the planning practice in India from the  
(1) First Five Year Plan to Sixth Five Year Plan 
(2) Fourth Five Year Plan to Eighth Five Year Plan 
(3) Second Five Year Plan to Seventh Five Year Plan 
(4) First Five Year Plan to Eighth Five Year Plan 

 20. Who act as a mediator between the centre and state 
governments to provide relevant strategic and 
technical advice across the gamut of policies like Make 
in India, Digital Campaign and SwachhBharat? 
(1) NITI Aayog 
(2) National Development Council 
(3) IBIN 
(4) None of the above 
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Answer key & Solutions to Economic Planning 
 1. (2) The Planning Commission was 

established in 1950 and the first 
five year plan was implemented in 
April 1, 1951 under the 
Chairmanship of Prime Minister. 

 2. (4) India adopted the socialistic 
pattern of society and thus adopted 
the planning strategy adopted in 
Russia 

 3. (1) The first Five Year Plan was 
based on the Harrod-Domar Model 
of theory of growth. 

 4. (3) Gadgil Yojana also known as the 
Fourth Five Year Plan 

 5. (2) The Ninth Plan which 
commenced in 1997-2002 focused 
on growth with social justice 

 6. (3) Sixth Five Year Plan was also 
called the Rolling Plan. The Rolling 
Plan proposed three phases of 
plans. The first phase is for the 
current year which involves the 
annual budget. The second phase 
is a plan for a fixed number of years 
say, 3 or 5 years. The third phase is 
a perspective planning for longer 
duration. 

 7. (1) After the great drought and 
famine, the fourth Five Year plan 
could not commence and hence we 
had three one year plan from 1966-
69, also called Annual Plan. 

 8. (3) A rolling plan refers to a plan 
which changes its target every year 
depending on the economic 
condition. 

 9. (2) The anti-poverty programme was 
undertaken in the fifth plan with the 
popular slogan ‘GaribiHotao’. 

 10. (4) Non-plan expenditures include 
non-developmental expenditure 
(interest payment, subsidies, 
defence expenditure, civil 
administration), developmental 
expenditure and expenditure 
incurred on projects which 
remained unfinished in the previous 
plan. 

 11. (2) Non plan expenditures include 
non-developmental expenditure 
(interest payment, subsidies, 
defence expenditure, civil 
administration), developmental 
expenditure and expenditure 
incurred on projects which 
remained unfinished in the previous 
plan. 

 12. (4) Statement (a), (b) and (c) are 
True which explain the less 
important position of industries 
sector after minutes. 

 13. (2) National income calculated on 
the basis of price levels prevailing 
in the current year whereas 
national income at constant prices 
means NI calculated by using 
certain past base year prices to 
arrive at real change in the NI over 
a period of time. 

 14. (2) FDI is defined as investment by 
a foreign multinational or its 
subsidiary or a foreign company in 
terms of setting up a project in 
another country either by the way of 
a 100% subsidiary or a joint 
venture. Thus, FDI is long term in 
nature. Thus, it cannot be pulled 
out of the country. It is also non-
debt creating. 

 15. (1) In 2013, the Planning 
Commission jointly with India@75 
foundation launched its exclusive 
initiative in the form of ‘India 
Backbone Implementation Network’ 
(IBIN). The purpose of this initiative 
is to eliminate blockages for 
successful implementation of 
various policies. 

 16. (4) Five year plans contribute to 
provide a long-term perspective to 
the economy in the market friendly 
fashion 

 17. (3) The basic difference between 
imperative and indicative planning 
is that the imperative planning the 
market mechanism is entirely 
replaced by a command hierarchy, 
while in the case of indicative 
planning, it is looked upon as a way 
to improve the functioning of the 
market system 

 18. (4) NITI Aayog never prepare the 
budget nor raise taxes for the 
implementation of plans and other 
economic activities.  

 19. (3) The Nehru-Mahalanobis strategy 
of development guided the planning 
in India from the second to seventh 
five year plan particularly I the pre-
liberalisation period. 

 20. (1) NITI Aayog acts as a mediator 
between the centre and state 
governments to provide relevant 
strategic and technical advice 
across the gamut of policies like 
Make in India, Digital Campaign 
and Swachh Bharat.. 
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RBI Officers Grade ‘B’ Exam
Selection for the RBI Officers Grade ‘B” posts will be done through ON-LINE examinations in Phase – I and Phase - II and 
interview.

The examination structure of the RBI Officers Grade ‘B’ Phase-I examination as follows:

S. No. Subject No. of Questions Maximum Marks Duration

1. General Awareness 80 80

2 hours  
(Composite time)

2. Quantitative Aptitude 30 30
3. English Language 30 30
4. Reasoning 60 60

TOTAL 200 200

The Phase-II online Examination will be conducted for the candidates who are shortlisted on the basis of results of 
Phase-I. The examination structure of the RBI Officers Grade ‘B’ Phase-II examination as follows:

Subject No. of Questions Maximum Marks Duration

Paper: I Economic and Social Issues (Objective Type) 35(2 marks) + 30 
(1 mark) = 65 100 1.5 hours 

Paper:  II English (Writing Skills) (Descriptive Type) 3 100 1.5 hours 

Paper:  III Finance and Management (Objective Type) 35(2 marks) + 30 
(1 mark) = 65 100 1.5 hours 

First, attempt the questions 
whose answers you know. Do 
not waste much time on any 
question. You can always come 

back to these questions after 
answering others.

Always maintain your calm. Answer 
questions quickly but not in panic. 
Panicking about a situation will 
make you forget even what you 
already know. Practice a few online 
Practice Tests.

Manage your time in the most efficient manner. For 
Paper I, there will be 65 questions to be answered 

in a time frame of 90 minutes. Paper III will 
also have 65 questions to be answered in 

a time frame of 90 minutes. For paper 
II, you will gets 90 minutes to solve 3 

questions of English (Writing Skills). 

Choose your answers carefully as 1/4th marks 
allotted to the question will be deducted for 
every incorrect answer. 

TI
PS to Score Better

Try to gauge your performance by attempting timed tests in order to find 
your own balance of the number of attempts and the number of correct 

answers (accuracy) to get the maximum score. 

EXAM Day Strategy

Exam Day Strate
gy
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Computer Based Test (CBT)
Generally, the banking exams in India are conducted using the online mode. The test will contain multiple-choice questions 
with four or five options to choose from. You need to click the radio button beside the answer you think is correct.

Tips to Prepare for the Computer Based Test (CBT)
 ~ Refer to the notifications of RBI Officers Grade ‘B’ exams for the updated syllabus and all the information related to 

the exam. Read the rules and instructions carefully on how to attempt the exam.

 ~ Prepare and adhere to your daily study plan keeping the date of examination in mind.

 ~ Ensure that you develop a habit of doing all the rough work or markings on a separate set of papers, other than the 
book/paper on which the questions are printed.

 ~ Besides conventional paper-based reading, start developing the habit of on-screen reading. You can start by reading 
online news, articles and magazines.

 ~ Visit websites that conduct free online exams.

 ~ Make yourself familiar with the graphical user interface of the online exam. For example, understand the meaning of 
Submit, Save and Next, Unattempt, Clear Response and Finish buttons/controls.

 ~ Always carry an identification proof and your admit card on the date of the examination.

 ~ When prompted on the screen, enter your enrollment number and password properly.

 ~ Before starting the exam, choose the default language between English or Hindi to display questions.

 ~ Try to complete the paper in the given timeframe; however, do not pay much attention to the clock as it may break 
your attention and cause you to panic.

 ~ There is negative marking for incorrect answers; therefore, choose your answers carefully. However, no marks will be 
deducted if you do not attempt the question.

NEGATIVE MARKING

There shall be penalty (negative marking) in written Examination and marks shall be deducted for each wrong answer @ 
1/4th of the marks allotted for each question.

INTERVIEW

Candidates will be shortlisted for the interview, based on aggregate of marks obtained in Phase-II (Paper-I +Paper-II 
+Paper-III). The minimum aggregate cut off marks for being shortlisted for Interview will be decided by the Board in 
relation to the number of vacancies. Interview will be of 50 marks. Candidate may opt for interview either in Hindi or 
English. Final Selection will be through merit list which will be prepared by adding marks secured by candidates in 
Phase-II examination and interview.
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DISCLAIMER
Dreamtech Press attempts to provide authentic exam-related information; however, the relevant governing body 
reserves the right to change the test format, duration, syllabus, test centers, etc., with/without notice. The readers 
are, therefore, encouraged to visit the official website for latest information/updates.

VIDEO LESSON

Scan this QR code to watch our expert speak on strategy for attempting RBI 
Officers Grade-B Exam

Installed the App? Let’s get you started:

Video Lessons
This book also contains more than 32 video lessons that 
can be accessed by scanning the QR code. These video 
lessons will help you learn the given concepts in a better 
manner.

Scan this QR code to watch our 
expert speak on India as a mixed 
economy

How to Access the Videos
This book contains ‘Expert Speak’ videos that you can easily access through an app—on your smartphone or tablet—using 
the QR codes provided at various locations throughout the book. 

Step 1 — Download and Install the App
To access the free videos, you need to download the ‘Wiley Test Prep’ App from either Apple’s App store (iTunes) or 
Google play store. 

Step 2 — Scan the QR codes 
After successfully installing Wiley Test Prep, perform the following steps to access videos:

 1. Open the app and click on the ‘Scan QR Code’ option. You can find this option under the top right corner menu. 

 2. Focus the camera of your device over the desired QR code and wait for a few seconds till you hear the ‘tick’ 
sound. Once the QR code has been scanned and found valid, you will be directed to the associated video/ 
content.


