
FINANCIAL SERVICES-16UCO519 

K1-LEVEL QUESTIONS 

UNIT-1 

1. Transaction cost of trading of financial instruments in centralized market is classified as 
(a) Flexible Costs  (b) Low Transaction Costs (c) High Transaction Costs 
(d) Constant Costs  

2. 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 

3. .In India Merchant banking along with management of public issues and loan syndication 

covering activities like- 

1. Projectcounselling 

2. Portfolio management 

3. Investmentcounselling 

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 

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

(a) 1978 (b) 1969 (c) 1769 (d) 1987 

5. State level financial institutions are: 

1IFCI  2.SFCs  3.SIDCs 4.IRBI  5.SIICs 

(a)1, 2, 4 (b) 2, 3, 5 (c) 1, 3, 5 (d) 1, 4, 5 

6. Financialintermediariesprovideservicesonthebasisofnon‐fundactivities,alsocalled ‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐. 
(a) Participating activity (b) Fee based activity (c) Commission based activity  

(d) Salary based activity. 

7. ‐‐‐‐‐‐‐‐‐‐‐‐‐covers the entire range of services provided by a merchant banker. 

(a) Project counselling  (b) Corporate counselling  (d) Credit syndication  

(d) Market makers.  

8.  Functions of financial services exclude ‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐. 



(a) Mobilization of savings (b) Allocation of fund  (c) Specialized services (d) 

Collection of tax. 

9. Financial service companies exclude ‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐ 
(a) Commercial banks (b) Insurance companies (c) Sole proprietorship 

(d) Crepitating agencies. 

10. Specialized financial institution, are also known as ‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐. 
(a)Leasing companies  (b)UTI  (c)NBFCs (d) Developmentbank 

UNIT-II 

1. Type of market in which securities with less than one year maturity are traded, is 

classified as 

(a) Money Market (B) Capital Market      (C) Transaction Market 

(d) Global Market      

2. Money market where debt and stocks are traded and maturity period is more than a 

year is classified as 

(a) Shorter Term Markets    (b) Capital Markets  (c) Counter Markets 

(d)Long-Term Markets 

3.In primary markets, property of shares which made it easy to sell newly issued security 

is considered as 

(a) Increased Liquidity (b) Decreased Liquidity  (c) Money Flow 

(b) Large Funds  

4.Markets in which new securities are issued by corporations to raise funds are called 

(a)Primary Markets  (b) Secondary Markets (c) Gross Markets  

(d) Proceeds Markets    

5.In capital markets, major suppliers of trading instruments are 

(a) Government And Corporations    (b) Liquid Corporations 

(b) Instrumental Corporations  (d) Manufacturing Corporations 

6. 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  

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

(a)Brokers, Dealers (b) Buyers, Sellers (c) Consumer, Producer    (d) All of the 

above 

8.Price of underlying asset is added into intrinsic value of option to calculate 

(a) Forward Price of Option  (b) Exercise Price of Option 

(c) Book Value of Option  (d) Spot Price of Option 

9.Type of exchange members who only buy and sell for their personal account are 

classified as 

(a) non-investment traders  (b)professional traders (c) commercial 

traders  (d) investment traders 

10. Markets which reallocate liquid funds in relatively fixed amounts are classified as 

(a) Capital Markets  (b) Debt Markets (c) Secondary Markets 
(d) Primary Markets 

UNIT-III 

1. An equity scheme is 90 days old. To compute its yield, it can use 

(a) Absolute return  (b) Simple annualized return   (c) Compounded annualized 

return  (d) Any of these 

2.A Mutual Fund is not 

(a) A company that manages an investment portfolio. 

(b) A portfolio of stocks, bonds and other securities. 

(c) A pool of funds used to purchase securities on behalf of investors 

(d) A collective investment vehicle. 

3.Which of the most appropriate position under MF Regulations? 

(a) Buyer beware 

(b) Buyer is always right 

(c) Seller is always right 



(d) Seller is guilty unless proved right 

4.The current Mutual Fund Regulations from SEBI was introduced in 

(a) 1992 

(b) 1994 

(c) 1996 

(d) 1998 

5.Mutual Funds are regulated by 

(a) RBI 

(b) AMFI 

(c) SEBI 

(d) NSE 

6.Which schedule of SEBI (Mutual Fund) regulations 1996 specifies the contents of the 

Trust Deed? 

(a) Eleventh Schedule 

(b) Eighth Schedule 

(c) First Schedule 

(d) Third Schedule 

7.The sponsor of a mutual fund may be compared to: 

(a) A director in a company 

(b) The chief executive of a company 

(c) The promoter of a company 

(d) An equity shareholder of a company 

8.Mutual funds in India are set up as a 

(a) Company 

(b) Trust 

(c) Partnership 

(d) Association of Person 

9.Which of the following distribution channels is preferred by private mutual funds? 

(a) Individual distributor 

(b) Small distribution companies 

(c) Established distribution companies 



(d) The Internet 

10.Which one of the following portfolio is most risky? 

(a)75% Equity — 25% debt 

(b) 40% Equity — 60% debt 

(c) 60% Equity — 40% debt 

(d) 80% Equity — 20% debt 

UNIT-IV 

1. The term ‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐ refers financial investment in a highly risky and growth 

oriented venture with the objective of earning a high rate of return. 

a) Venture capital     (b) Merchant banking   (c) Leasing     (d) none of 

these. 

2. VCFs of specialized financial institution promoted by‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐ 
(a) Central government (b) RBI  (c) state government (d) None of 

these 

3. Write the example of VCFs of state financial institution.  

(a) KSIDC   (b) TDICI    (c) CVCF  (d) None of these. 

4. Which of the following is a VCF promoted by specialized financial institution?  

(a) Indus venture capital fund   (b) IL&FS Venture corporation ltd. 

(c) IDBI      venture capital fund   (d)None of these. 

5. Off shore VCF sare promoted by ‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐& financial institution.  

(a) Foreign banks (b) Private Banks (c) State banks  (d) None of 

these. 

6. High risk is an outstanding feature of ‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐. 
(a) Mutual fund (b) venture capital (c) Debenture finance  (d) Government 

bonds 

7. ‐‐‐‐‐‐‐‐‐‐‐‐ is a long term risk capital to finance high technology projects which involve 

risk but at same time has strong potential for growth. 

(a) Venture capital (b) hedge finance (c) Merchant banker (d) hire 

purchaser. 



8. ‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐act as an intermediary to link up the sources of ideas and the sources of 

fund. 

 (a)Venture capital (b) Merchant banking  (c) Leasing (d) None of these. 

9. Venture capital firms are usually organized as 

a) closed-end mutual funds  b) limited partnerships c) corporations  d) non 

profit businesses 

10. Which of the following is a characteristic feature of venture capital firms? 

a) Developing a portfolio of companies  b) Holding debt in the firms that are funded.  

c) Allowing firms to use the funds as they see fit d) Having a short-term investment 

horizon. 

UNIT-V 

1.Functions of a factor exclude. 
(a) Credit rating  (b) Credit recording  (c) Credit administration  

      (d) Credit financing. 

2.The facto assumes credit risks associated with the ‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐‐. 
(a) Collection of accounts (b) collection of securities (c) Collect the fund 

       (d) collect the goods. 

3.The Majority shareholder in CRISIL is _________?  

                  (a) Standard and Poors’   (b)Fitch Ratings Inc.   (c) Moody’s 
     (d) Dun and Bradstreet 

 
4.The headquarters of CARE is in _______?  

     (a) Mumbai  (b)  New Delhi (c) Noida (d) Gurugram 
 

5.Which is a full service credit rating agency exclusively set up for micro, small and     
medium enterprises?  

     (a)  SMERA  (b) ICRA (c) ONICRA  (d)CRISIL 
 

6.A Credit Bureau is governed by which of the following act?  

         (a) Securities and Exchange Board of India Act, 1992 
         (b) Reserve Bank of India Act, 1934 



   (c) Credit Information Companies (Regulation) Act of 2005 
   (d) Securities and Exchange Board of India (Credit Rating Agencies) Regulations, 1999 

 

7.Which of the following is India’s first Credit Information Company?  

 (a) CRISIL (b)CIBIL (c) SMERA (d) CERSAI 

8.Type of rating which all credit rating agencies do not consider is classified as 

  (a)Split rating (b)Sinking rating (c)Automated rating (d)Floating   rating 

9.How many Credit Information Companies (CIC) are there in India? 

(a) 1  (b) 2   (c) 3  (d) 4 

10.When Central Repository of Information on Large Credits (CRILC) was set up? 

(a) 2012  (b) 2014 (c) 2016 (d) 2018 
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K2 LEVEL QUESTIONS 

UNIT-I 

1. What comprises financial market?  

Answer: It encompasses capital market, money market and the foreign market.  

2. Which Act define the term „securities‟?  

Answer: The term „securities‟ has been defined in the „Securities Contract (Regulation) 

Act, 1956.  

3. Name the risk is involved in Government bonds.  

Answer: Interest rate risk or the market risk.  

4. List one key area of control in a financial system.  

Money supply  

5. Name some of the regulatory agencies that govern the function of financial system.  

Reserve Bank of India (RBI)  

Securities and Exchange Board of India (SEB)  

Insurance Regulatory and Development Authority (IRDA)  

Ministry of Corporate Affairs (MCA)  

Ministry of Finance (MOF)  

6. What is the role of commercial bank in Indian financial system?  

Answer: Banks facilitate the mobilisation of savings of individuals and institutions and 

lend the same as loans and advances to the companies.  

7. Explain the financial inclusion.  

Answer: “Financial inclusion is the process of ensuring access to financial services and 

timely and adequate credit where needed by vulnerable groups such as weaker section 

and low-income groups at an affordable cost”.  

8. What is a merchant banker?  

Answer: Merchant banker is one who is engaged in the business of issue management 

either by making arrangements regarding selling, buying or subscribing to the securities 

as manager, consultant, advisor or rendering corporate advisory services in relation to 

such issue management.   



9. Who regulates stock broking and merchant banking companies?  

 Answer: SEBI (Securities and Exchange Board of India and Insurance Comp 

10. State the institutions that are engaged in the provision of financial services?  

Answer: Insurance companies, investment banks or merchant banks, hire purchase 

finance companies, leasing companies, rating companies and venture capital companies. 

UNIT-II 

1. What is capital market?  

Answer: Capital market deals with long-term securities. Equity, preference shares, bonds 

issued by companies and the government bonds are the capital market instruments.  

2. What is capital market instrument?  

Answer: Capital market instruments are the financial instruments or the securities issued 

by the companies, government or the mutual funds.  

3. What is a stock broker?  

Answer: Means a member of a recognized stock exchange  

4. Which services is required to handle huge volumes of securities?  

Answer: Custodial services 

5.  Name the three components of capital market? 

Answer: There are three component of capital market are:- 

- Equity Market 

- Debt Market 

- Derivative Market 

6. Which organisation regulates capital market? 

Answer: Security and exchange board of India (SEBI) regulates the capital market. 

7. Categorize the “Industrial Security Market”? 

Answer: 

- Primary market (new issue market) 

- Secondary market / stock market (old issue market or stock exchange) 

8. What is “Gilt-Edged Market”? 

Answer: The market refers to government and semi-government securities which are 

supported by RBI and is called GILT-EDGED market. 



9. What do we call a market instrument which has features of equity as well as debenture? 

Answer: The market instrument which has the feature of both equity and debenture is 

called “HYBRID INSTRUMENT”. 

10. What do you mean by short term capital? 

Answer:  Short-term capital is required for a short period, less than a year. It involves 

financing assets and meeting day-to-day expenses. 

 

UNIT-III 

1. What is a mutual fund?  

Answer: A mutual fund is an institution that pools the savings of small investors for 

investment in capital market and money market securities.  

2. What Is An Initial Public Offering (ipo)? 

Answer:The sale of a company's shares or a fund house’s mutual fund to investors for 

the first time. 

3. What Are Derivatives? 

Answer:Financial instruments based on some primary underlying asset or index such as a 

stock, bond, commodity, or a benchmark of stock prices. Derivative securities fluctuate 

up and down in tandem with the primary security. Derivatives often are leveraged, 

making them more volatile. 

4. When should I invest in mutual funds?  

Answer: This is contextual. If you do not wish to invest directly in stocks (because you 

have better things to do or just don’t feel like it), you can choose equity mutual funds 

(defined below). If you would like to lower your tax outgo compared to a fixed or 

recurring deposit and if possible with better returns, you can choose debt mutual funds 

(defined below). The clearer you are about your need, the faster and confident you will be 

in taking decisions regarding mutual funds – well, this applies to anything in life! 

5. Who issues mutual funds?  

Answer: Asset management companies (or AMCs or fund houses) create mutual funds. 

All AMCs will have to be approved by the government body, Securities and Exchange 



Board of India (SEBI). All mutual funds have to be whetted by SEBI before it is open for 

the public to invest. 

6. How do I get my money back from a mutual fund?  

Answer: You cannot! You buy units at current NAV value and you sell back the units at 

current NAV. There is no such thing as getting money. Remember at all times that 

mutual funds are market-linked instruments. 

7. What are the different classifications of mutual fund?  

a. By structure  

b. Investment objectives  

c. By geographic location  

d. By nature of Portfolio  

8.  How mutual fund is benefit in taxation?  

Answer: investors need not pay taxes on the dividends received from mutual funds. Tax 

saving schemes and pension schemes give the investors the benefit of deduction under 

section 88 of the Income Tax Act.  

9. . Why do mutual funds invest in diversified securities?  

Answer: To reduce the investment risks  

10. Is there an easy way to check taxation liability for mutual fund Sips?  

Answer: Every unit of mutual fund comes with a date of allocation of the net asset value 

for that particular unit. For example if you have 60 installments or SIPs, you would have 

60 unique blocks in the folio. Calculation of tax must be done by checking the one year 

or 12 month limit for each such block. If you sell the entire holding in the mutual fund, 

you will need to determine the number of units that were long term ones and the number 

of short term units.  

UNIT-IV 

1. What Are The Methods Of Venture Capital Financing? 

Answer : Equity, participating debentures and conditional loan 

2. What are venture capitalists? 



Answer: A venture capitalist is a person or firm that provides new businesses with 

management assistance and investment capital to get things running smoothly. As 

compensation, the individual or company providing the funds gets a stake in the new 

business and its earnings. The size of this equity position is typically determined as being 

proportional to the amount invested and the risk involved with it. 

3. Define venture capital 

Answer: a venture capital company is defined as “a financing institution which joins an 

entrepreneur as a co- promoter in a project and shares the risks and rewards of the 

enterprise. 

4. What is implementation stage? 

Answer: when the firm is set up to manufacture a product or provide a service, start up 

finance is provided by the venture capitalists. 

5. What is conditional loan? 

Answer: The loan has to be repaid according to a pre determined schedule as soon as the 

company is able to generate sales and income. 

6. State ICVA? 

 Answer: The Indian Venture Capital Association (IVCA) the IVCA Is a nonprofit 

organization set up to facilitate the growth of VC and private equity in INDIA.  

7. What do you mean by public issue through OTCEI? 

Answer: the OTC exchange in india has been set up in 1992. It is hoped that OTCEI 

would provide disinvestment opportunities to venture capital firms. 

8. Expand of GVFL 

Answer:  Gujarath Venture Finance Ltd. 

9. How and why people enter venture capital?  

Answer: Most venture capitalists enter the business through personal contacts. - The 

results show that venture capitalists were attracted to the industry for intellectual 

stimulation, financial gain, freedom/autonomy and the thrill of building companies. 

10. What Makes a Successful Venture Capitalist?  



Answer: Human Capital (skills, abilities, etc.) • Professional Networks of Venture 

Capitalists • Due Diligence • Relationship with Portfolio Companies • Professional 

Development  

UNIT-V 

1.What Is The Full Form Of CRA? 

Answer: The full form of CRA is Credit Rating Agency. 

2. How Does A Credit Rating Agency Differ From A Credit Bureau? 

Answer: A credit rating agency provides an opinion relating to future debt repayments by 

borrowers. A credit bureau provides information on past debt  repayments by borrower's. 

3. How credit rating is revealed?  

Answer: Credit rating is revealed through „Symbols‟ e.g. „AAA‟, „AA‟, etc.  

4. How can firm measures its debt servicing ability?  

Answer: Coverage indicator  

5. Name the leading credit rating agencies in India.  

Answer: CRISIL, Investment Information, Credit Rating Agency of India Ltd., CARE and 

Fitch India.  

6. What is done in process of credit rating?  

Answer: Collects a lot of information and an elaborate analysis of financial and non-

financial factors.  

7. What does credit rating agencies offer?  

Answer: It offers a whole range of rating services ranging from rating of ordinary corporate 

debt to grading of IPOs.  

8.  What Do The Various Rating Symbols Mean? 

 Answer: Each rating symbol is an alphanumeric representation of the probability of 

degree of repayment risk associated with debt instruments. 

9. Are Rating Symbols The Same Across All Types Of Debt Instruments? 

Answer: No. Rating symbols may vary depending on the type of debt instrument, as        

for example long term or short term 

10. Who Pays For The Credit Rating? 

Answer: In India, the issuer company pays for the credit rating. 
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K3  LEVEL QUESTIONS 

UNIT:I 

1. What legislative measures have been taken by the government to support the Indian 

financial system? 

2. Classify financial assets and bring out their features. 

3. What are the importance of financial system? 

4. Trace out the development of the financial system in India.  

5. State the qualities required of a merchant banker.  

6. Discuss the problems of merchant bankers in India.  

7. Explain the services of merchant bankers.  

8. List the components of Indian financial services.   

9. What are the characteristics of financial services?   

10. State the causes for financial innovation in the financial service sector. 

UNIT-II 

1. Distinguish between a primary market and secondary market.  

2. What are the functions of capital market?  

3. Explain the role of registrar in the new issue.  

4. List out the functions of SEBI.   

5. Examine the Process of OTCEI.     

6. Categories the recent trends in primary market in India.   

7. How does SEBI protect the interest of Investors?  Explain   

8. Explain the term new issue market, how it differs from the secondary market.  

9. The Indian stock market is suffering from many limitations, what are they?   

10. What is stock invest? 

UNIT-III 

1. List out any two schemes that can be offered by a mutual fund.  

2. Distinguish between a share and a mutual fund unit.   

3. Describe structure of the mutual fund operations in India.  



4. What are the risks associated with mutual funds? 

5. What are the special features of an open-ended fund? 

6. Explain the scope of mutual fund. 

7. What are the special features of a close - ended fund? 

8. List out the importance of mutual fund in India. 

9. What do you mean by Growth fund? How,  its differ from other fund? 

10. Explain the limitations of mutual fund? 

UNIT-IV 

1. Explain the importance of venture capital.  

2. State the features of ventures capital. 

3. Explain the various stages of venture capital financing. 

4. What are the disinvestment options available in India? 

5. Short note on a) implementation stage b) fledging stage 

6. What are the problems of venture capital? 

7. State the origin of venture capital? 

8. List out the methods of venture financing. 

9. What is IDBI venture capital fund? 

10. Write note on ‘SBI CAP’. 

UNIT-V 

1. Examine the objectives of credit rating.    

2. Simplify organisation and working of CRISIL.     

3. State the limitations of credit rating? 

4. State the objectives of CRISIL. 

5. What Is The Validity Period Of A Credit Rating? 

6. What are the 5Cs of Credit Analysis 
7. How would you know whether you should lend to a company? 

8. Why There Are Not Common Symbols For Credit Ratings Of All Agencies? 

9. What Are The Measures Taken By SEBI In Strengthening Credit Rating? 

10. What Are The Common Factors That Are Taken Into Account While Awarding The 

Credit Rating? 
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K4 LEVEL QUESTIONS 

UNIT:I 

1. “Inspite of suitable legislative measures, the Indian financial system remain weak” 

comment.   

2. Explain some of the innovative financial instruments introduced in recent times in the 

financial services sector.    

3. The scope for merchant banking is great in India. Discuss.  

4. Estimate the guidelines for merchant bankers issued by SEBI.   

5. Financial intermediaries have to perform the task of financial innovation to meet the 

dynamically changing needs of the economy. Evaluate the above statement in the light of 

the various innovative products introduced in recent times in the financial services sector.      

UNIT-II 

1. Examine the role of SEBI in the secondary market development in India.  

2. Explain the various new instruments introduced in new issue market.    

3. Critically examine the role of stock exchange in the financial system of a country.   

4. Describe the listing procedures and point out its merits and demerits.  

5. Explain the functions and powers of stock exchange.     

UNIT-III 

1. Define a mutual fund and describe the various schemes that can be offered by it. 

2. “ Mutual fund provide stability to share prices, safety to investors and resources to 

prospective entrepreneurs”, discuss 

3. To what extent commercial banks in India are better fitted to take up the mutual   fund    

business? What problems don they encounter in this direction. 

4. Discuss the present state of the mutual funds in India and outline the causes for their slow 

growth.  

5. What rights and facilities are available to an investor of a mutual fund? What factors 

should be considered before selecting a mutual fund.   



UNIT-IV 

1. Discuss the performance of various venture capital firms functioning in India. 

2. Explain the guidelines for venture capital in India. 

3. Discuss the scope of venture capital in India. 

4. What is the strategic role of venture capital in the development of a country? 

5. Make suggestions for the success of venture capital in India. 

UNIT-V 

1. Explain the benefits of credit rating.   

2. Explain the working of various credit rating agencies in India.  

3. Explain the methodology followed by CRISIL in rating credit instruments. 

4. Discuss the organisation and working of CRISIL. 

5. Who are  Regulates Rating Agencies, explain 


