A
g

UYears of 524
Ambamic Sxcellency o
Q’O

times

inall courses 4 ALL INDIA RANKS
that we offer = In various levels of
(Nearly) CA / CMA Courses (Nearly)

@ MASTER MINDY
AP: 98851 25025/26 [SUNTUR | RAJAHMUNDRY | KURNOOL | VIZAG | NELLORE
TG : 92487 33361/62 HYDERABAD | VIJAYAWADA | TIRUPATHI

(©) MASTERMINDSFOR CA &) INFO@VASTERMINDSINDIA.COM
@ MASTERMINDS FOR CA @ WWW.MASTERMINDSINDIA.COM

Subscribe t
vou(tibe)Channel NIASTERMINDS FOR CA & CMA




(2020,2021,2022,
2023,2024 & 2025)
CA & CMA RESULTS

CA FINAL CMA INTER CMA FINAL CMA FOUNDATION
ALLINDIA 1STRANKER  ALLINDIA 1STRANKER  ALLINDIA 1STRANKER  ALLINDIA 1ST RANKER

JAN 2020 RESULTS  FEB 2020 RESULTS  FEB 2020 RESULTS DEC 2020 RESULTS

12 ALL INDIA 1°" RANKS
INJUST 6 YEARS

PP meR N8

G.N.S.K. PRANEETH K.DEEPAK JAIN D. GURU BASKAR REDBY RISHAB OSTWAL R
HT NO. 367788 HT NO. 233277 HT NO. 310860 Reg.No. SF2020065006
CMA FINAL CAINTER (OLD SYLLABUS) CMA INTER CMA FINAL

ALLINDIA 1STRANKER  ALLINDIA 1STRANKER ~ ALLINDIA 1STRANKER  ALLINDIA 1ST RANKER
MAR 2021 RESULTS FEB 2022 RESULTS ~ SEP 2022 RESULTS  SEP 2023 RESULTS

Al RN

NIKHIL KUMAR REDDY CH. YASWANTH RISHAB OSTWALR
HT NO. 101338 HT NO. 433780 Reg.No. 02211116121
CMA INTER CMA FINAL CAFINAL

ALLINDIA 1STRANKER  ALLINDIA 1STRANKER  ALLINDIA 1ST RANKER
SEP 2023 RESULTS AUG 2024 RESULTS  DEC 2024 RESULTS

VAGDHEVA K. TEJASWINI
H.T. No. 340910 REG No: 02192069819

@
2 MASTER MINDY

GUNTUR | RAJAHMUNDRY | KURNOOL | VIZAG | NELLORE

HYDERABAD | VIJAYAWADA | TIRUPATHI

WHEN YOU THINK OF TAKING ADMISSION IN
MASTER MINDS LOOK AT "OUR COMMITMENT"
IN DELIVERING THE SERVICES TO
"OUR STUDENTS" THAN "OUR RANKS".




T111PCC/CA INTER RAN

( CH. YASWANTH ) SV, Ramana Murthy B. VJAY KUMAR Sk.cinDBAsHA [ RISHAB OSTWALRY  ( Bikshalu Babu ) ChUSHASVRALTHA )
HT No:433780 HT No:362075 HT No:362439 HT No:342503 HT No:566488 HT No:365158 HT No:703436
st th 6 th th
fock Rank S S Rank =TT W fark

B, SASI SREENIVAS )
HT No:566394

M. ABHINAY
HT No:657864

A. VARSHITH
HT No:257863

CH. SRIVALLI
HT No:469014

D. NAGA SAI MKSHMAR
HT No:469014

R, CHAITANYA KUMAR )
HT No:258136

M. Bharath Kumar )
HT No:163802

HT No:257880

HT No:363266

HT No:511669

CH, KARUNAKAR REDDY )
Q HT No:468213

th th th th h
\ 9,
Rank Rank Rank \ Rank /
M.AKHILKUMARY (7 SK. MAHAMOOD ) G.SIVA NAGA RAVINDRA ) ( PRS. VISHNAVI Y (° KAKHILA )

HT No:525673
th

HT No:636880

Y.SHANMUKHA PRIVA\
HT No:683023
I nd

U Rank /

rd

th

HT No:258833
th

( Yy ~\
V.HEMANTH ) K. MOHAMIMAD FAROOK ) 5K, MOHASIN KHAN ) PATHANAYESHAKHATHUN (4 AVVSATIASALAVINASH ) K. DEEPAKJAIN ) ( K.SRISAL )
HT No:158220 HT No:257873 HT No:365633 HT No:364635 HT No:847256 HT No:820868 HT No:258298
st st § d
Rank . K Rank )
(& C. NAVEEN KUMAR ) . PAVAN KUMAR ) K. MOUNIKA ) ( K. RAVI TEJA ) K vamsi )
HT No:420004 HT No:365220 HT No:365393 HT No:820694

h

K. JAGADEESHWAR BABU\

HT No:364656

mm

o U

SAI SHARVANI '

HT No:749949
th

Rank

0.CAY. SUBRAMANIN )
HT No:362854

h

Rank

B. SRINATH )
HT No:364461
h

(" G. BHARGAVI
HT No 524477

(" 4 V. VENKATA SOWJANYA )
HT No:173016

th

VMANKANTASAL )
HT No:661366

”
'»l:"'l‘ th
-

K. MOHAN
HT No:679451

th

. PAVAN NAGA SAI )
HT Nu~lsam

)

( e NIKHIL KUMAR REDDY )

=27

YTEASWINE )
HT No:258911

J. SARATCHANDRA )
HT No:451129

th
Rank

HT No:368995
e

P.DILEEP )
HT No:362160

th

Rank Rank
( H.5. NARAYANAN \ 4 PH.SAI KRISHNA REDDY "\ ( USNSSVM PRABHAKAR "\ ( K. RACHANA ) / P.SRIKANTH ) 4 K. VENKATESWARA REDDV 4 M. SRIMANNARAYAN )
HT No:267800 H HT No:468364 HT No:172960 HT No:668953 HT No:163255 HT No:654183
o~ th st L = nd
Rank ank g Rank /) Ihnk
4 PPOONTHAREDDY ) (~ MBNV.SVASAL (7 K BHANU PRAVEENTE) ") N. REVANTH KUMAR ) P. MADHULIKA ) T. SRIKANTH ) SIMHADRI KARTHIK
HT No 671316 HT No:256464 165401 HT No:486558 HT No:364022 HT No:363802 HT No:488391
rd rd th th
Rank Rank AL /S ank ) Rank
4 K.5.S. SWAROOP ) e E. NARESH BABU ) M. ROHITH GSUNIL V. VISWANADH ) - SAIT NIKHILJAIN
HT No: 367676 ﬁ HT No:480051 HT No:511305 HT No:632693 HT No:363775 HT No:708983
» th th th
Rank ‘i .2: Rank e Rank Rank
( THEMANTHKUMAR / CH.SAITARUNKUMAR ) V. MANASWINI Y B.HANUMANTHRAO ) G.RIYA ) M.SURYAPRAKSH )
HT No:303060 HT No:168497 HT No:533905 Q HT No:162917 HTNo:511242 HT No:158058 HT No: mm
wth \. n w ) h h 31h é
- £y Hk [
Rank k) m Rank Y, Rank Y, - Rank Y,
( ML NARAVANA Y ( . RAJAVARDHAN REDDY ) B, RAVITEIAREDDY ) ( V. KALYANI ) . MAHENDRAREDDY ) ( SNLD.POOJTHA ) ’ .SA KUMAR REDDY )
HT No:305254 HT No:363729 HT No:368151 HT No:182173 HT No:364249 HT No:162526 HT Nos 171751
n:‘ wh N . i w )
ink ank ) NS ink ) Rank ) NoZ Rank J p;.\, Rank

KK.CHATANYA )
HT No:366018

th

Rank )

B.HARI DEVA SUBHASH )
HT No:367788

& 40

V. BALA KISHORE REDDY )
HT No:884494

th
Rank

Rank )

—
VYL IOHTHRAMIREDDY ) ( N. LAKSHMI MANASA Y M. ABISHEK ) S. SYAMSUNDAR )
HT No:365239 HT No:258679 HT No:368693 HT No:362884
d Jm =
) =

Rank

2.

(  VANSIDHARAREDDY )
HT No:256833
th

i "‘I . Rank

G.JYOTHSNA ) ( T, BHUVANESWARI P. VIKAS ( S.KRISHNAHEMANTH Y (7 1. RAMA KRISHNA'} ( K. DURGA YASWAANTH T. BALARAM MURTHY
HT No:172538 HT No:366909 HT No:365611 HT No:172189 HT No:303086 HT No:648214 HT No:365086
rd rd th th th Bl th th
- &)
‘Rank g’m Rank Rank
K. NAGINI ) ’ S SAILAJA ) CH. TEJASWINI B.PV.A. SAI NIKHIL / B.TEJA e K. ADI MURTHY ) LK.LSUPRIYA )
HT No: ssms HT No:513854 HT No:164822 HT No:259010 HT No: 256886 HT No: 4s7oos HT No:367616
th h h th
Rank ank

. SAI KANAKA ROHAN )
HT No:533968

M.BALAJI
HT No:663763

th
Rank

HT No:173315
th

Rank

B. SAI KEERTHI
HT No:257790

Y. SAI KIRANMAI
HT No:364196

IN LAST
13 YEARS

(TILL JULY 2025)




MASTER MINDS CELEBRATES A PHENOMENAL WIN IN THE JULY 2025
CMA FOUNDATION RESULTS. JOIN THE LEAGUE OF TOPPERS!
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MASTER MINDS PROUDLY CELEBRATES OUTSTANDING
SUCCESS IN THE JULY 2025 CA FOUNDATION RESULTS.
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CA FOUNDATION EXAMS GOMPLETED ....
WHAT NEXT?

NEVER SIT IDLE TILL RESULTS AS FAILURE MAY LEAD TO FAILURE

CAN YOU REVISE VAST SYLLABUS OF CA FOUNDATION IN JUST 55 DAYS?

e Probable date of Jan 26 attempt results: Approx. 3rd March.

e Probable starting date of May attempt exams: May 14th.

« After results you will just have 55 days (Assuming you prepare from 10th March & Last 10 days for Pre-Final)
o FAILURE MAY LEAD TO FAILURE as 55 days are not enough to revise thoroughly.

HOW TO OVERCOME THIS?
 All India PASS % is 20 - 25%. But 75%, who fail, will SIT IDLE till results, assuming that they will qualify.
 Convince yourself that you may fail and within a week start preparing seriously for the next attempt.
» Then you get 90 DAYS to prepare for Jan exams (From 05/02 TO 04/05. Last 10 DAYS for Pre-Finals).
« Remember, even for like 10th & Intermediate you took 3 to 4 months of revision time.

HOW CAN STUDENTS ASSESS EXPECTED MARKS IN PUBLIC EXAMS?
» Within 48 hours we upload probable suggested answers on our website www.mastermindsindia.com.
» Assess your expected marks. Even in MCQ Subjects deduct 5% marks for contingency.
* In descriptive papers, award a maximum of 60 - 70% marks even if your answer is 100% correct.

[CA Foundation Exams Completed what next?

4
{ )
[ Confident to qualify CA Foundation Not Confident to qualify CA Foundation]
I ; : I
2 w; stelgour.tupe é‘;sf t:;mtmg for Don’t wait for Result Join in CA
S ) e Foundation Pre-Result EO Batch
Pre-Result Batches
i )
[Qualified in CA Foundation Results} [ Failed in CA Foundation Results J
8 )
[ Continue in CA Inter ] [Is this your 1st Attempt?] Have you failed for multiple attempts?}
b 3 - Y
If your concepts are good and If you need brief revision of all ,
don’t need any coaching then important concepts then join in If you don’t want to try CA

Foundation again then join in
CA & CMA Inter Integrated
program or shift to CMA course

join in Post Results Study Hours Post Results Exam Oriented Batch
& Revision Exams batch

{ {
If you still want to do CA If you don’t want to
then join in CA & CMA Inter continue CA then join in
Integrated Program CMA Inter exclusive batch




CA FOUNDATION EXAMS GOMPLETED ... WHAT NEXT?

ALL THE BELOW STATED SERVICES WILL BE AVAILABLE IN GUNTUR AND ALL OUR BRANCHES
CA INTER PRE-RESULTS REGULAR BATCHES:

e CA Inter exam standards demand 1400 hours of detailed coaching.

« Coaching 7.5 Months.

e 2.5 - 3 months revision time after coaching (Minimum time required to revise 1400 hours of syllabus).
* Remember, you need to take a gap to write Degree & CMA Inter exams in Dec 2026.

* Multiple batches in Guntur & One batch in each of our branches.

CA INTER POST RESULTS REGULAR BATCHES:
* 1400 hours coaching in 7 Months.
* 1.5 - 2 months revision time after coaching (In Pre Results batches you get 2.5 months)
* Batch Commences within 3 days of CAF Results. Multiple batches in Guntur & One batch in each of our branches.

CMA INTER EXCLUSIVE REGULAR BATCHES:
« Itis a completely exclusive batch and will not be merged with CA Inter.
* 1400 hours coaching in 7 Months (Full day classes within few days of results)
o CMA Inter Exclusive batches will be available in Guntur, Hyderabad & Nellore.
» Will Commence within 3 days of results.

CA & CMA INTER INTEGRATED PROGRAM:
« Choose this if you failed in CA Foundation for multiple times but passionate about CA.
« First qualify CMA Inter and then register for CA Inter based on the same.
« You can join either before or after CA Foundation results.
o Pre Results & Post Results Batch commencement dates: Same as CA Inter.

CA FOUNDATION PRE & POST RESULTS STUDY HOURS & REVISION EXAMS (SH&RE) BATCHES:
* Pre Results: Study hours within a week after exams. 1st Revision exam within a week.
» Post Results: Study hours within a 3 days of results. 1st Revision exam within a week.
2 Revision exams a week + Semi & Pre Final exams as per fixed schdule.
 Faculty for doubts clarification & Brief revision of syllabus.

CA FOUNDATION PRE RESULTS EXAM ORIENTED BATCHES (EO BATCH):
« Best features of Crash Batch coaching + SH & RE.
 Shall follow the Revision Exams Schedule of Post Results SH&RE Batches for half day.
* For remaining half day, Faculty will briefly revise the syllabus of that revision exam.
» Classes Study Hours from 1st Feb 26. 1st Revision exam within a week. CA Foundation results. 150 to 200 hours
coaching for all subjects together.

3 FLEXIBLE MODES OF LEARNING FOR ALL STAGES OF CR / CMA COURSES

« Face to Face Classes (Complete Physical Batch)

o Can directly interact with the Faculty and clarify your doubts.
@ Live-to-home online classes (Complete Online Batch)

» Requires utmost self-discipline & facilities like Separate room, High speed internet and a laptop.
& Recorded videos (Videos on demand)
» Best videos since they are recorded by the same Faculty who are experts in Face to Face classes.

8




#NO MORE FAILURES

DOUBLE YOUR GHANGES T0 QUALIFY GA FOUNDATION

WHY STUDENTS FAIL?

Multiple revisions needed but you read just once.

You comfortably wrote your 10th & Intermediate

Exam fear due to not writing multiple exams. exmas due to 3 to 4 months revision time.
Not learning from your mistakes. But you never did so in CA Foundation.
Distractions during studies + Smartphone addiction Don’t waste time & money with mulitiple
No consistent preparation for 10 to 12 hrs a day. times coaching.
Sitting idle till results & lack of right mentorship. Systematic multiple revisions are enough.

ONE STOP SOLUTION TO ALL ISSUES IS STUDY HOURS & REVISION EXAMS (SH&RE)
THE MOST ADMIRED ACADEMIC PROGRAM WITH HIGHEST SUCCESS RATE.

Serious Preparation & Numerous exams in public exam standards can contribute more to your success than coaching.
This service is best suited if your conceptual clarity is good and it is sufficient to study well & write exams

SCHEDULE BASED PREPARATION TO
STUDY HOURS WITH CLOSE MONITORING FIGHT PROCRASTINATION
o Study hrs for 10 to 12 hrs a day. o Best Revision Schedule issued on Day 1.
« Distraction-free environment without MOBILES. | & Revision of each chapter for 3 to 4 times.
| ¥ A/CClassrooms, 2 Students per bench.  Brief revision of syllabus (Pre Results Batches only),
MULTIPLE EXAMS TO GET RID OF EXAM FEAR QUESTION PAPERS @ PUBLIC EXAM STANDARDS
v 2 Revision exams a weeR. « Research-based papers by experienced faculty.
|« One set of Semi Final & Pre-Final exams. v 3 tier system of verification. |
‘ YOU CAN LEARN FROM YOUR MISTAKES MENTORSHIP
v Suggested Answers immediately after exam. v Expert guidance by our Academic Advisor.
« We will also evaluate & return answer papers. « Counseling to failed students.
| » Performance Report for every 10 days. « You can also prepare in your own materials. )
COMPLETE RESIDENTIAL SYSTEM (CRS) PROOF OF EXCELLENCE OF THIS PROGRAM
« Hostel + Study Hours in the same campus. o Almost all the students who Qualified or Achieved a
« Can study productively upto 14 hrs a day. Rank in our Academy have attended this service.

v Hostel facility without CRS is also available. |¥ @ Guntur, HYD (Ameerpet & Dilsukhnagar), Tirupati,
Vizag, Vijayawada, Rajahmundry, Kurnool & Nellore |

(

« Study Hours within 1 week of CA Foundation o Study Hours immediately after CA foundation results.
exams. 1st Revision exam within a week.

v Faculty for doubts clarification & Brief revision [ Faculty for doubts clarification (No service of brief
of syllabus. revision).

\

SH&RE IS THE MOST SOUGHT AFTER SERVICE OF MASTERMINDS.
WE OFFER THIS SERVICE FOR ALL STAGES OF CA & CMA COURSES. AVAILABLE IN GUNTUR & ALL OUR BRANCHES.

|



YOU CAN PURSUE CA INTER EVEN WITHOUT

QUALIFYING GA FOUNDATION
THROUGH OUR “CA & CMA INTER INTEGRATED”
GAME GHANGER ACADEMIC PROGRAM

WHAT IS THIS ACADEMIC PROGRAM? :@

Exclusively available in Masterminds.

First qualify CMA Inter Both Groups and then Register for CA Inter based on it.

It is not a separate batch. Will merge with CA Inter to teach 90% common syllabus of CA & CMA Inter.
After that, we will teach CMA Inter exclusive chapters separately.

Qualified CMA Foundation but not CA Foundation - You can join in this program now.

Registered for CMA Foundation but not qualified - Join this program & qualify CMAF in June 26.

Not registered for CMA Foundation - Register before 31/01/26, Join this program & Qualify CMA
Foundation in June 26 exams.

In all 3 cases you write CMA Inter exams in Dec 26. Qualify Both & Register for CA Inter (Direct Entry)

SUITABILITY

* Even after multiple attempts unable to qualify CA Foundation.

Even after multiple attempts not wrote CAF exams well but passionate about CA.
If this is your first attempt of CA Foundation - Try CA Foundation for one more attempt.

Degree 2nd year completed can directly join for CA Inter (No need of this Program).

BATCHES AVAILABILITY:

Pre Results batches within a week of exams & Post Results batches within 3 days of results.
Auailable in Guntur and all Our Branches.

Face to Face classes & Live to Home Batches available.

SCAN THE QR CODE
TO WATCH A
s MASTER MINDS
@m ABOUT CA / CMA
GUNTUR i RAJAHMUNDRY | KURNOOL | VIZAG : NELLORE INTER ACADAMIC
HYDERABAD | VIJAYAWADA | TIRUPATHI
3 PROGRAM



CA FOUNDATION - BUSINESS ECONOMICS
JANUARY 2026 ATTEMPT - QUESTION PAPER

1)

2)

3)

4)

5)

6)

The cross elasticity of demand for
monopolist’'s product and any other
product is:

a) 1 b) Greater than 1

c) Lessthan1
d) Zero or very small

In a monopoly market if ATC > AR:

a) Firm will earn normal profits

b) Firm will earn super normal profits

c) Firm will earn abnormal profits

d) Firm will incur losses

Which of the following is not true for long

run equilibrium of a perfectly competitive

industry?

a) All firms in the industry are in
equilibrium.

b) All firms are earning super normal
profits.

¢) The price of the product is such that
quantity supplied by the industry is
equal to the quantity demanded by
consumers.

d) Plants are used to full capacity in the
long run.

A market characterized by a small number
of large buyers and is mostly relevant to
factor market is termed as:

a) Duopoly
c) Oligopsony
d) Bilateral monopoly

b) Monopsony

Purchase of foreign currency contract at
future rate from bank is a transaction
involving:

a) Forward Market

b) Regulated Market

c¢) Spot Market

d) Retail Market

Which of the following is not a channel of
monetary policy transmission?

a) Saving and investment channel

7)

8)

9)

10)Given the required reserve ratio

b) Cash-flow channel

c) Exchange rate channel

d) Open market channel

Speculative demand for money can be

closely linked to which of the following
situation?

a) Unforeseen and unpredictable
contingencies
b) Current transaction for business

exchange
c) Mismatch between receipt of salary and
household expenses

d) Attractive investment opportunity

Which equation accurately represents the
expanded version of the equation of
exchange?

a) P=MV b) P=M'V!
c) PT=MV+M'V' d) PT=MV-M'V*
Tobin, in his theory of liquidity preference

function, framed the relationship between
which of the following?

a) Demand for money and supply of money
b) Rate of inflation and demand for money
c) Rate of interest and demand for money
d) Rate of interest and disposable income
(RRR) is
8% and 12.5% for every X 1,00,000

deposited in the banking system, compute
the credit multipliers.

a) 12.5;8
¢) 12.5;10

b) 8;12.5
d) 8;10

11)Which of these is the correct expression

for Arc Elasticity?

a) (P2-P1)/(P2+P1)x(Q2+Q1)/(Qz-Q4)
b) (P2-P1)x (P2+P1) /(Qz+Q1)x(Qz-Q4)
c) (P2+P1)/(P2-P1) x(Q2-Q1)/ (Q2+ Q1)
d) (Pz+P1)x (P2-P1)/(Qz-Q1)x(Qz + Q1)

12)When even after increase in price, total

revenue remains the same the demand is
said to be:

a) Perfectly elastic
c) Inelastic

b) Elastic
d) Unitary elastic



PIONEER FOR MEC / CEC TO CA/ CMA FINAL

MASTER MINDS COMMERGCE INSTITUTE PVT. LTD. .

13)The product of price quantity ratio at a

d) Interest on loans availed for productive

particular point on the demand curve and
the reciprocal of the slope of the demand
line is called:

a) Point elasticity

b) Arc elasticity

¢) Total outlay method of elasticity
d) Total revenue method of elasticity

14)Consider the indifference curves given

below. What can you infer about the
relationship between Good X and Good Y?

Y

> A
S
o] C
IC2
B IC4
» X
Good X

a) Good X and Good Y are perfect
substitutes of each other

b) Good X and Good Y are perfect
complements of each other

c) The relationship between Good X and
Good Y is logically absurd

d) Good X and Good Y are same

15)Given the saving function S =-20 + 0.5Y and

autonomous investment I = 100 crores,
what is the consumption?

a) X240 crores
c) X340 crores

b) X140 crores
d) X440 crores

16)National income of the economy which is

either consumed or saved is equal to:
a) Aggregate supply

b) Marginal propensity to consume

c) Average supply

d) Marginal propensity to save

17)Which of the following factor of production

is not included in calculating the National
Income?

a) Pensions of retired workers
b) Wages of labourers

c) Employers’ contribution to provident
fund

services

18)If marginal propensity to consume is 0.6

and marginal propensity to import is 0.04,
what is the value of the foreign trade
multiplier?

a) 3.33 b) 2.27

c) 3.66 d) 2.54

19)If Net Factor Income from Abroad is

negative:
a) GNPwp would be smaller than GDPwp

b) Gross Income earned by country’s
citizens and companies abroad is
negative

c) NNPwmp would be greater than GNPwp

d) Huge depreciation component in
NNPwp

20)How many crops are mandated to receive

price support through “Minimum Support
Price (MSP)"?

a) 22 b) 21

c) 23 d) 24

21)Which of the following taxes has not been

replaced by the Goods and Services Tax?
a) VAT b) Income Tax
c) Excise duty d) Service Tax

22)In India, public sector is limited to which of

the following sectors?

a) Railway transport and arms and
ammunition

b) Railway transport and atomic energy

c) Atomic energy and arms and
ammunition

d) Hazardous chemicals and narcotic
drugs

23)Introduction of prudential norms of

accounting in respect of classification of
assets, disclosure of income and provisions
for bad debts in case of commercial banks is
related to which of the following reform
measures?

a) Fiscal reforms

b) Monetary and financial sector reforms
c) Capital market reforms

d) Trade policy reforms

JANUARY 2026 A QUESTION PAPER \\_
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PIONEER FOR MEC / CEC TO CA/ CMA FINAL

24) Which of the following is a unique feature in
the growth trajectory of the Indian economy?

a) Shift from services to the agricultural
sector

b) Shift from manufacturing to the service
sector

c) Shift from agricultural to the
manufacturing sector

d) Shift from agricultural to the service
sector

25)When a foreign investor having no previous
experience initiates a FDI in a business
which is not related to its existing business
in its home country and is usually in the
form of a joint venture with a foreign firm
operating in the industry, it is known as:
a) Two-way FDI
b) Vertical FDI
¢) Horizontal FDI

d) Conglomerate FDI
26)What is the primary purpose of

countervailing duties charged in an
importing country?

a) To counteract low quality of goods in
importing countries

b) To stabilize neutralize artificially low
prices charged by exporter resulting from
export subsidies in their home country

c) To prevent tariff evasion by importers

d) To address variations in the quality of
goods in importing country

27)Which of the following currency is often
referred to as the “vehicle currency” in the
foreign exchange market?

a) US Dollar
¢) Russian Ruble

b) Euro
d) INR

28)Which of the following is not an objective of
WTO?

a) To set and enforce rules for
international trade

b) To maintain secrecy of decision making
¢) Toresolve trade disputes

d) To provide forum for negotiating and
monitoring further trade liberalization

29)State policy aimed to protect domestic
producers against foreign competition
through the use of tariff, quotas and non-
tariff policy instruments:

a) Protectionism b) Distortions
c) Safeguard d) Blanket cover

30)Refer to the following data:
Sales: X 1,000 crores
Depreciation: X 70 crores
Opening stock: X 100 crores
Closing stock: X 90 crores
GST:X 100 crores
Intermediate consumption: X 440 crores
Based on the above data, compute the Gross
Value Added at Market Price (GVAp).
a) X380 crores b) X620 crores
c) X480 crores d) X550 crores
31)Which of the following is not a lagging
economic indicator?
a) Unemployment
b) Corporate profits
c) Labour cost per unit of output
d) Changes in stock price
32)Which of the following is not a
characteristic of contraction?
a) Fallinlevel of investments

b) Fall in employment levels

c) Decrease in input demand pulls input
prices down

d) Bank credit expands
33) Which item is not included when calculating
national income using the income method?
a) Compensation of employees
b) Mixed income of self-employed
c) Interest paid on consumption loans
d) Rent
34) Which of the following is a combination of two
policy instruments — quotas and tariffs?
a) Tariff rate quotas
b) Compound tariff
c) Mixed tariff
d) Applied tariff
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35)Which of the following is not a benefit of
International Trade?

a) Provides greater stimulus to innovative
services

b) Trade provides access to new markets
and new materials

c) Underprivileged countries will be less
vulnerable to  exploitation by
corporations operating globally

d) Improvement in the quality of output of
goods and services for emerging
economies

36)Which of the following represents a
technical measure within Non-Tariff
Measures (NTMs)?

a) Custom formalities

b) Shipping requirements

c) Production processes

d) Trade-related finance and investment
measures

37)Calculate the Nominal exchange rate
considering the following data:

Real exchange rate =25
Domestic price index =140
Foreign price index =70
Choose the correct answer from the
following options:
a) 50.0 b) 125 «¢) 40.0 d) 35.0
38)Which of the following factors does not lead
to internal economies of scale:
a) Specialisation of labour
b) Use of superior techniques
c) Use of by-products
d) Supply of skilled labour
39)Which of the following is not true with
regard to stage of diminishing returns?

a) Total product continues to decrease

b) Both marginal product and average
product of the variable factor are
diminishing but are positive

c¢) A rational producer will seek to
produce within the range of this stage

d) By the end of this stage, total product
reaches its maximum

Use the table to answer questions 40 and 41:

Output [0 |1 (2 [3 |4 |5 |6
Total 2701370]460 (540610690780

Cost (X)
40) The average fixed cost of 3 units of output is:
a) X90 b) X100
c) X150 d) 3180
41) Average variable cost for 4 units of output is:
a) X150 b) X125
c) X100 d) X85

42)Relationship between inputs and outputs,
when all inputs are changed in the same
proportion are called:

a) Law of variable proportion
b) Returns to scale

c) Isoquants

d) Iso-costlines

43)Which of the following is not stated as a
common objective of fiscal policy?

a) Equitable distribution of income and
wealth

b) Maintenance of price stability
c) Promotion of exports and imports
d) Achievement and maintenance of full
employment

44)An autonomous increase in imports has
_____effect on equilibrium income.
a) Expansionary b) Contractionary
c) Balanced d) No

45)All of the following are included in

government final consumption expenditure
except:

a) Government expenditure on defence

b) Government expenditure on education

c) Government expenditure on healthcare

d) Government expenditure on pensions
46) Which of the following is not an example of

leakages from income stream?

a) Progressive rates of taxation

b) High liquidity preference

c) Distributed profits of corporations

d) Demand for imported goods
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47)In National

Accounts, which of the
following is considered an ‘economic bad’
excluded from GDP?

a) Traffic Congestion
b) Volunteer services
c) Rent from self-owned houses
d) Consumption of fixed capital

48)The optimal average money holding is a

negative function of which of the following?
a) Income

b) Nominal interest rate

¢) Transaction cost

d) Price level

49) When the RBI uses persuasion to convince

banks to hold government securities instead
of lending to certain sectors, it is called:

a) Margin requirements

b) Statutory Liquidity Ratio
¢) Market Stabilization Ratio
d) Moral Suasion

50)Who is responsible for determining the

inflation target for the RBI under the
Monetary Policy Framework?

a) RBIlindependently

b) The Central Government in collaboration
with the RBI

c) The Finance Ministry
d) The Monetary Policy Committee

51)Which action does the central bank perform

during Open Market Operations (OMO) to
introduce high-powered money into the
economy?

a) Purchase of government securities

b) Sale of corporate bonds

c) Printing additional currency

d) Raising interest rates

52)The money multiplier would be larger in

which of the following scenarios?

a) Smaller expenditure-deposit ratio
b) Higher currency-deposit ratio

c) Smaller currency-expenditure ratio
d) Smaller currency-deposit ratio

53)Which of the following is NOT a correct

statement regarding opportunity cost?
a) Isalwaysrecorded in the books of account
b) Relates to sacrificed alternatives

54)

55)

56)

57)

c) Represents the value of foregone
opportunity

d) Is a useful concept in long-term cost
calculations

Which of the following is the effect of non-
price determinants on the leftward shift in
demand curve?

a) Risein the price of a substitute good
b) Rise in the price of a complement
c) Anincrease in number of buyers

d) An expectation that the price will rise in
the future

If cross-price elasticity between two
products is zero, the goods are best
described as:

a) Close substitutes

b) Totally unrelated

c) Perfect substitutes

d) Complements to each other

What does the term entrepreneur in
economics refers to:

a) The person combining factors of
production,  bearing risk, and
innovating

b) The person who only owns land or
property

c) The head of the marketing department

d) Theinvestor in machineryand products

capital performs its function in

production in a single use and is not available
for further use. Choose the correct option.

a) Real b) Circulating
c) Tangible d) Intangible

Use the following data to answer
question 58 and 59:

Particulars X Cores
Operating surplus 2,500
Mixed income of self-employed [1,500
Rent 680
Profit 720
Interest 1,100
Net Indirect tax 400
Consumption of fixed capital 300
Compensation of employees 1,000
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58)Calculate GDPuwp:
a) X5,700 crores
c) X5,000 crores

59)Calculate GDPgc:
a) X5,000 crores b) X7,500 crores
c) X7,100 crores d) X 5,300 crores
60)Calculate real GDP if nominal GDP is 450
and price index is 120.
a) 540 b) 350 «c¢) 375

61)Operating surplus includes:

a) Rent, Interest and Compensation of
employees
b) Rent, Interest and Profit

c) Rent, Profit and Compensation of
employees

b) X 8,200 crores
d) 7,500 crores

d) 475

d) Rent, Interest and Taxes

62)Which of the following industries is
included in the eight core sectors assessed
by the Index of Industrial Production (I1P)?

b) Textiles
d) Tourism

a) Pharmaceuticals
c) Coal

63)Make in India 2.0 focuses on:
a) 15 manufacturing and 12 service sectors
b) 12 manufacturing and 15 service sectors
¢) 22 manufacturing and 18 service sectors
d) 18 manufacturing and 22 service sectors

64)Which initiative of the NITI Aayog is a one-
stop destination for all information on
electric vehicles?
a) Shoonya Campaign b) E-Amrit
c) Methanol economy d) Life

65)What does a Brownfield investment in

Foreign Direct Investment (FDI) imply:

a) Developing entirly new infrastructure

b) Utilizing existing infrastructure by
means of mergers, acquisitions or
leasing

c) Forming partnerships with foreign
companies

d) Establishing a new subsidiary in
another country

66)Which sector accounts for the largest
recipient of FDI inflows in India?

a) Service

c) Primary
67)Which of the following was NOT a major

reform introduced during the 1980s in India?

a) Industrial delicensing

b) Formation of SEBI

c) Currency demonetization

d) Implementation of MODVAT

b) Manufacturing
d) Secondary

68) Which characteristic is shared by monopoly
and monopolistic competition, but NOT by
perfect competition?

a) Price equal to marginal cost

b) Supernormal profits in long run
c) Price higher than marginal cost
d) No selling costs

69)Consider a monopolist selling in two

markets. At a price of 60, the elasticity of

demand in market A is 5 and in market B is

6. Calculate the marginal revenue in both

markets and determine which market

should receive more output.

a) Market A, MR = 48; Market B, MR = 50;
output to market B should increase

b) Market A, MR = 50; Market B, MR = 48;
output to market A should increase

c) Both markets have equal MR

d) Neither market should change output

70)If the price elasticity of demand is 1, MR will
be:

a) 0 b) 1

c) Positive d) Negative
71)First degree price discrimination in a

monopolist market is based on:

a) Attributes such as location

b) Different quantities sold

c) Each individual customer

d) Different markets

72)In the kinked demand curve scenario for
oligopoly, what happens when a firm raises
its price above the prevailing level?

a) Competitors follow and raise prices
b) The demand becomes perfectly inelastic

c) The firm loses market share as
competitors do not follow

The demand curve becomes horizontal
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Using below mentioned data, answer
Question No. 73 and 74:

25,000 Cr

Expenses on revenue account I 30,000 Cr

Revenue receipts

Expenses on capital account 30,000 Cr
Estimated total expenditure X 60,000 Cr

Estimated total revenue X 54,000 Cr

73)Calculate the revenue deficit:
a) X 5,000 crores b) X12,000 crores
¢) 2,000 crores d) X8,000 crores

74)Calculate the budgetary deficit.
a) X25,000crores b) X5,000 crores
c) X6,000 crores d) X12,000 crores

75)What is Net Divisible Pool (NDP)?

a) Total funds from which loans can be
taken by various states

b) Total loans recovered from IMF to be
divided among center and states

c) Distribution of total revenue of a nation
among various sectors of the economy

d) Portion of gross tax revenue which is
distributed between the center and the
states

76) Laissez faire approach advocated:

a) Minimum government interference in
or regulation of economic activity

b) Increase in government spending to
combat the recessionary forces

c) Having a more active fiscal policy

d) Increasing taxes to curtail aggregate
demand

77)Which of the following are types of
measurement of supply-elasticity?

I. Point elasticity
II. Inelasticity
III. Arc elasticity

IV. Perfect elasticity
a) lonly
c¢) BothlandIV

b) Il only
d) BothIand Il

78)Consumer surplus is:

a) What a consumer is ready to pay over
what he actually pays

b) Necessaries and comforts needed by a
consumer

c) Desire or wish to buy a commodity
backed by adequate ability and
willingness to pay

d) Actual demand by a consumer

79)Predominance of bureaucracy and the
resulting inefficiency and delays which may
lead to competition, red - tapism is a
demerit of:

a) Capitalist economy
b) Socialist economy
c) Consumer sovereignty
d) Normative economy
80) The price of a product is X 100 per unit. If
price falls by 20% the quantity increases by
120 Units. The price elasticity of demand is
-1. The new quantity demanded due to fall
in price is:
a) 480 units b) 600 units
c) 680 units d) 720 units
81) Other things being equal, the demand for a
good and the price of its complement has:
a) Positive relationship
b) Direct relationship
c) Inverse relationship
d) Proportional relationship
82)Markets where firms buy the resources
they need like land, labour etc. are called:
a) Product Markets b) Factor Markets
c) National Markets d) SpotMarkets
83)“Total Supply of land is perfectly inelastic

from the point of view of the economy”, it
means:

a) Its supply increases with increase in
demand

b) Its supply is unaffected with change in
demand

c) Its supply decreases with increase in
demand

d) Its supply decreases with decrease in
demand
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84)A curve which shows all the different
combinations of inputs that can produce
same level of output is known as:

a) Marginal Cost Curve b) Isocost
c) Isoquant
d) Total product curve
85)Which of the following is core characteristic
of an oligopoly?
a) Efficient allocation of resources
b) Lease advertising
¢) Unique product
d) Interdependence between firms
86)If output increases from 60 units to 70
units, leading to an increase in total revenue

from 1 100 to 1 120. What is the marginal
revenue?

a) 10 b) I20 «¢) X100 d) X2

87)Statement 1: During recession, the
government increases its expenditure or
cuts down taxes.

Statement 2: Deficit budgets are
expected to stimulate economic activity
while surplus budget tends to slowdown
economic growth.

a) Both statements (1) and (2) are correct

b) Statement (1) is correct while
statement (2) is incorrect

c) Statement (1) is incorrect while
statement (2) is correct

d) Both statements (1) and (2) are
incorrect

88) Governments redistribution function leads
to dead weight losses because:

a) Itleads tolower taxes on the rich for the
government

b) It emphasizes on production of merit
goods only
c) It acts as a disincentive to
entrepreneurship and work
d) Itdecreases social security costs
89)Which of the following is not one of the

three main macroeconomic goals for any
nation:

a) Universal education to all

b) Economic growth
c) High level of employment
d) Price stability

90) Stagflation is:

a) Increased taxes leading to reduced
disposable income

b) Economic situation where inflation and
unemployment exist side by side

c) Easy transmission of economic
instability from one country to other
countries

d) Improved economic stability
91)GST is a:

a) Production based taxation system

b) Income based taxation system

c) Turnover based taxation system

d) Consumption based taxation system

92)Match the following:
Column A Column B
(i) Capitalist (a)Command
Economy Economy
(ii) Socialist (b)High Degree of
Economy operative
Efficiency
(iii) Mixed (c)Encourages
Economy enterprise and
Risk taking

a) (i)-(a), (ii)-(b), (iii)-(c)
b)  (1)-(b), (ii)-(c), (iii)-(a)
c) (i)-(b), (ii)-(a), (iii)-(c)
d) (1)-(c), (iD)-(a), (iii)-(b)
93)Which of the following is a normative
statement?

a) Public healthcare increases public
expenditure

b) Higher interest rates as set by the
government's economic policy will
reduce house prices

c) If consumer income drops, consumers
will have less money to spend

d) The government should provide
healthcare for all
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94)Which of the following is not covered in
micro economics?

a) Product pricing

b) Factor pricing

c) The general price level and interest
rates

d) The economic conditions of a section of
people

95)Precedence of property rights over human
rights is a demerit of which type of
economy?

a) Micro economy
b) Macro economy
c) Capitalist economy
d) Socialist economy
96)According to Pigou, modem business
activities are based on:
a) Innovations
b) Purely monetary phenomena

c) Anticipations /expectations of business
community

d) Fluctuations in output and employment

97)In which phase of business cycle, actual
demand stagnates?

a) Expansion b) Peak
c) Contraction d) Trough

98) The slope of MR curve for a monopoly firm
is that of the AR curve. Choose
the correct answer.
a) Equalto b) Twice
c) Three times d) Half

99)What will be the impact on equilibrium

price and equilibrium quantity when
demand decreases and supply increases?

a) Both equilibrium price and equilibrium
quantity falls

b) Both equilibrium price and equilibrium
quantity will rise

c) Equilibrium price falls but impact on
equilibrium quantity is not certain

d) Equilibrium quantity decreases but
impact on equilibrium price is not
certain

100) Which phase of business cycle is also

called downswing?
a) Expansion b) Contraction
c) Trough d) Depression
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1) Ansd): Under monopoly market - good has
no close substitutes. Hence cross elasticity
of demand is zero or very small.

2) Ans d): Misconceptions about monopoly is
that it always makes profits. But a
Monopolist may also incur losses when he
faces very low demand and high-cost
conditions ATC >AR for his product. If
ATC>AR then it will incur losses.

3) Ans b): In the long run equilibrium of a
perfectly competitive industry -
Equilibrium of an industry — Q.S by all
firms in industry = Q.D by all consumers —
equilibrium price is established. AC = AR =
Firms earn only normal profits = Optimum
number of firms in industry exists. Perfect
competitive firm will not earn super normal
profits in the long run.

4) Ans c): Oligopsony is a market
characterized by a small number of large
buyers. Mostly relevant to factor markets.

5) Ans a): Forward or Future Market:
Transactions involve contracts = To pay
and deliver goods at future date. E.g:
Purchase of foreign currency contract at
future rate from the bank.

6) Ans d): saving and investment channel,
cash flow channel, exchange rate channel,
asset price and wealth creation channel are
the monetary policy transmissions. Open
Market Channel is not part of monetary
policy transmissions.

7) Ans d): The speculative motive reflects
people’s desire to hold cash in order to be
equipped to exploit any attractive
investment opportunity requiring cash
expenditure.

8) Ans c): Fisher extended the equation of
exchange to include demand (bank)
deposits (M’) and their velocity (V') in the
total supply of money. Thus, the expanded
form of the equation of exchange becomes:
MV + M'V' = PT

9) Ans c): as per Tobin’s Liquidity Preference
Function - Tobin explained how interest rates

affect money demand: Higher interest rates:
People invest more in bonds, holding less
cash. Lower interest rates: People hold more
money and invest less.

10)Ans a):

Credit multiplier = !

Required Reserve Ratio(RRR)

RRR = 8%, then Credit multiplier = — =

0.08
12.5 times
RRR = 12.5%, then Creditmultiplier =
1 .
I 8 times

11) Ans c): Under Arc Elastic Method,

Ep: (11122"'311 _11)722"'511
2. 2
%2~ 0 x P2+P1 _ 01”4 x P11+ P2
qz + q1 Pz — P1 q1 + q; P1 — P2
12)Ans _d): Ep is found out by analysing
changes in TR of a good in response to
change in its Price. When there is no

change in TR even after a change in Price =
Ep=1

13)Ans a): Point method can be calculated
through product of price quantity ratio at a

point on the demand curve and reciprocal

of the slope of the demand curve. E,= i—; x 2

q

14)Ans c): Two ICs can never intersect each
other although it is not necessary that they
are parallel to each other: Because
Satisfaction on IC2 can’'t be equal to
Satisfaction on IC1. So the relationship
between the goods X & Y is logically absurd.

15)Ans b): S =-20+0.5Y => C = 20+0.5Y
1=100
1 —
Y=C+lorY=—(a+I)

1
1-05

Y = 240
C = 20+0.5Y = 20+0.5(240) = 140

16)Ans a): Aggregate supply is equal to
national income of the economy, which is

either consumed or saved.AS=C+S

120

Y= 3

(20 + 100) =
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17)Ans _a): transfer incomes is received
without providing any good or service in
return. It is an Unearned Income (Receipt
Concept) and hence not included in
National Income Transfer Incomes also
known as transfer payments or transfer
cost. Pension of retired workers comes
under transfer payments.

18)Ans b): Foregin trade multiplier =
1

1-b(1-t)+m

Marginal Propensity to consume = MPC =
0.6

Marginal Propensity to Import =m = 0.04
1

= 17067002 042 = 2.2727 times = 2.27

19)Ans a): If NFIA is negative then the GNPMP
is lesser than the GDPMP

20)Ans c): the government of India currently
mandates the MSP for 23 crops. (14 Kharif
Crops + 6 Rabi Crops + 2 Commercial Crops
+ 1 FRP for Sugar cane)

21)Ans b): The GST subsumes most indirect
taxes — excise, services tax, sales tax, octroi
(entry tax). Income tax is levied separately
by the CBDT.

22)Ans b): Exclusive public sector industries
reduced from 8 to 2 Atomic energy and Core
railway transport activities

23)Ans b): Monetary & Financial Sector
Reforms includes Reduce nonperforming
assets (NPAs) in government banks,
Prudential Norms of Accounting:

i) Ransparent Asset Classification
ii) Income Disclosure
iii) Bad Debt Provisions

24)Ans d): Unique growth path: unlike other
economies that shift from agriculture —
industry — services, India bypassed the
industrial sector, moving directly from
agriculture to services.

25)Ans d): Conglomerate FDI: Investor makes
foreign investment in unrelated business to
its existing business of home country, often
in joint venture as investor has no previous
experience.

26)Ans b): Countervailing Duties are levied
against export subsidies. Ex: In 2016, India
to protect its domestic industry, imposed
12.5% CVD on Gold jewellery imports from
ASEAN.

27)Ans a): Most foreign exchange transactions
involve exchanges of foreign currencies for
US. dollars even though U.S Dollar is
neither national currency of importer nor
exporter Hence Dollar is called a ‘vehicle
currency’.

28)Ans b): Ans objectives of the WTO

a) To set and enforce rules for
international trade,

b) To provide a forum for negotiating and
monitoring further trade liberalization,

c¢) To resolve trade disputes,

d) To increase the transparency of
decision-making processes,

e) To cooperate with other major
international  economic institutions
involved in global economic management,

f) To help developing countries benefit
fully from the global trading system.

29)Ans a): state policy aimed to protect the
domestic producers against foreign
competition through the use of tariff,
quotas and non-tariff policy instruments is
called as protectionism

30)Ans d): GVAMP or GDPMP = Value of output
- Intermediate consumption

= (Sales + change in stock) - Intermediate
consumption

= (1000 Cr+90 Cr-100 Cr)-(440 Cr) = 550
Cr

31)Ans d): Changes in stock prices is not a
lagging indicator.

Examples for lagging indicators are

a) Unemployment Rates

b) Corporate Profits

c¢) Labour Cost per unit of Output

d) Interest Rates

e) Consumer Price Index (CPI)
Commercial Lending Activity
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32) Ans d): During expansion phase - due to TC at 4th level of output = 610

increase in aggregate demand there will be TVC at 4t Level of output = TC — TFC
increase in investments and the bank credit P

also expands. During the contraction phase, =610-270=340

there is fall in aggregate demand for all the TVC, 340

goods and services, falls in investments, fall AVC, = = =85

in employment levels, falls in input demand 42)Ans b): Change in scale: All factors of

and falls in prices of the factors of
production too.

33)Ans c): under income method to calculate
national income - compensation of
employees, Operating Surplus (rent +
interest + profit), Mixed Income of Self-

production are increased or decreased in
the same proportion.

Returns to scale refers to change in output
when all factors of production in a
particular  production function are
increased together.

employed.

34)Ans a): Tariff rate Quotas is a combination 43)Ans c): Objectives of Fiscal Policy
of two policy instruments - quotas and 1) Achievement and maintenance of full
tariffs. employment

35)Ans c): Underprivilged counties will be less 2) Maintenance of price stability

vulnerable to exploitation by corporations
operating globally is not a benefit of
international trade.

3) Acceleration of the rate of economic
development

36)Ans c): production process represents as a 4] Equitable distribution of mcome and

technical measure within Non-Tariff wealth
bl R 44) Ans b): An increase in demand for imports of
37)Ans b): Real Exchange Rate = Nominal a country ® increase in demand for foreign

goods but not for domestically produced
consumer goods = additional leakage from
circular flow of income = decrease

Domestic Price
Exchange Rate x ——————
Foreign Price

Foreign Price

NER=RERx —=——— equilibrium income ® contractionary effect
Domestic Price ORI 7
on equilibrium income.
=25x % =125
140 ' 45)Ans d): Government final consumption
38)Ans_d): specialization of labour, use of expenditure: It includes Consumption
superior techniques, use of by-products all expenditure of the government on defense,
comes under internal economies of scale. education, health care etc.

Supply of skilled labour comes under the
external economies of scale.

39)Ans a): during the stage of diminishing
returns in LVP, the MP and AP are falling but

46)Ans c): The leakages are caused due to:
a) Progressive rates of taxation

b) High liquidity preference and idle saving

are positive. TP increases at decreasing rate c¢) Imports
and reaches to maximum at the end of the d) Additional income spent on purchasing
second stage of LVP existing wealth
40)Ans a): AFC =TFC/Q e) Part of increment in income used for
The total cost at zero output level is the paym'ent EIpEE _ _
total fixed cost. TC at Zero output level = f) Scarcity of goods and services despite
TFC =270 having high MPC
AFC at 3 units = 270/3 = 90 g) In the event of full employment
additional investment will only lead to
41)Ans (d): At zero of output TC = TFC = 270 inflation.

JANUARY 2026 ATTEMPT PROBABLE SUGGESTED ANSWERS \\_



MASTER MINDS COMMERCE INSTITUTE PVT. LTD.

PIONEER FOR MEC / CEC TO CA/ CMA FINAL

47)Ans a): GDP measures ignored ‘Economic
bads’ (crime, pollution, etc.) which make us
worse off. Distinction between production
that makes us better off and production

that only prevents us from becoming worse
off.

Ex.1: Increased expenditure on police due
to the increase in crimes increases GDP, but
these prevents us from becoming worse off.

Ex.2 Automobile accidents result in
production of repairs, medical services, are
included in GDP just as any other
production.

48)Ans b): Interest Rates: If interest rates are
high, people prefer to invest rather than
hold cash, reducing demand for money

49)Ans d): Moral suasion: By way of
persuasion, the RBI convinces banks to
keep money in government securities,
rather than certain sectors.

50)Ans b): Monetary Policy Framework
Agreement (MPFA): It is an agreement

between Gol and RBI on maximum
tolerable inflation rate that RBI should
target to achieve price stability. The
inflation target is to be set by Gol, in
consultation with RBI, once in every five
years.

51)Ans a): To control money supply, the RBI buys
and sells government securities in the open
market with an objective to adjust the rupee
liquidity conditions in the market on a regular
basis. These operations conducted by the
Central Bank in the open market are referred
to as Open Market Operations.

When RBI buys government securities =
liquidity is released into the market

52)Ans d): Ratio of currency to deposits, ¢
={c/d}: (Behaviour of general public):

Currency ratio (C):

a) If people keep more money in their
pockets & less money in banks, then C
increases.

b) But demand deposits undergo multiple
expansions while currency in hands
does not.

¢) Money multiplier is negatively related

CA FOUNDATION BUSINESS ECONOMICS \\

to the currency ratio c. The smaller the
currency-deposit ratio, the larger
would be the money multiplier.

53)Ans _a): Opportunity Costs: When

resources are scarce and have alternatives,
then the decision involves choice of one
option over other(s) and the term
Opportunity cost is applicable.

a) Itis related to sacrificed alternatives and
useful in long-term cost calculations.

b) Itis the cost of the next best alternative
opportunity which was foregone to
pursue certain action.

Ex: Opportunity cost of using capital =
Interest that it can earn in the next best
use with equal risk.

c) Itis the cost of missed opportunity, i.e.,
comparing the policy that was chosen
and the policy that was rejected.

Ex: Choosing higher education means
sacrificing / rejecting earnings.

Considered in decision making only and
are not recorded in the books of
accounts

54) Ans b): Let us consider tea and coffee to be

substitutes a rise in the price of tea causes an
increase in the demand for coffee, resulting in
aright ward shift in the demand curve.

For complements let us consider car and
petrol, an increase in the price of car causes a
decrease in the demand for petrol resulting in
a leftward shift in the demand curve.

An increase in the number of buyers causes
a rightward shift in the demand curve

An expectation that price will increase in
the future will cause an increase in the
current demand causing a rightward shift
in the demand curve.

55)Ans b): In case of unrelated goods the cross

price elasticity is zero.

56)Ans a): Entrepreneur: Entrepreneur

mobilises other factors and combine them
in right proportion, initiate the process of
production & bear the risk involved in it.
Also known as organizer / manager/ risk
taker.
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57)Ans b): Circulating capital: Single use in
production and not available for further

use. Ex: Seeds, fuel, etc.

58)AnS a.: GDPMP =7

GDPpc = Compensation to Employees +
Operating Surplus + Mixed Income +
Depreciation Or Consumption Fixed Capital

= 1000 + 2500 + 1500 + 300 = 5300.
GDPyp = GDPgc + NIT
=5300 + 400 = 5700
59)Ans d): GDPgc = 5300
60)Ans c): RGDP = ?

NGDP =450
. _ NGDP
Price Index = RGDP x 100
450
120 = R X 100

RGDP =22 « 100 =375
120

61)Ans b): Operating Surplus = Rent + Interest
+ Profit

62)Ans c): In 2022- 23: Eight core industries
(Coal, Crude Oil, Natural Gas, Refinery
Products, Fertilizers, Steel, Cement and
Electricity) comprise 40.27 % of Index of
Industrial Production (IIP).

63)Ans a): Make in India 2.0 focuses on 27
sectors (15 manufacturing + 12 services).

64)Ans b): e-Amrit: One-stop info hub on
electric vehicles.

65)Ans b): Brownfield investments: A form of
FDI which makes use of the existing
infrastructure by merging, acquiring or
leasing, instead of developing a completely
new one.

66)Ans a): Service sector accounts largest
recipient of FDI in India. India’s services
sector attracts over 60% of FDI equity
inflows = World Investment Report 2022:
India is 7th largest recipient of FDI in the top
20 host countries of 2021.

67)Ans c): THE ERA OF REFORMS (1980 -
1990)

e Average GDP growth 5.7% (1980-85)
and 5.8% (1985-90).

e Delicensing: 25 industry categories
delicensed in 1985 (later extended).

e Broad-banding: Allowed firms to
change product mix without new
licenses

e Assetlimit for MRTP (Act) scrutiny
raised from X20 cr to ¥100 cr (1985-86)

e SEBI was established in 1988

e MODVAT to reduce input tax
distortions.

e Expansion of Open General Licence
(OGL) list (1329 items by 1990).

e Exchange Rate Management: Rupee
depreciated by 30% to boost exports.

e Abolished Price Controls on CEMENT
and ALUMINUM.

e 1986 budget cut taxes, liberalized
imports, and reduced tariffs.

Conclusion: Demonetization is not done in
1980s

68) Ans c): Both monopoly and monopolistic
competition are categorized under
imperfect competition where the firms are
price makers, but not a price takers, which
is the price that prevails under these
market structures is greater than the
marginal cost. P>MC

69)Ans a): P=AR=60
€4 =5 €p=6

Formula : MR =AR (%1)
MR, =60 (%) = 48

MRg =60 (=) = 50
MRg >MR,, market B should receive more
output than Market A.
70)Ans a): MR = AR x 971 Where e = Price
elasticity of demand

a) Ife =1, MR is Zero; (At the midpoint of
Demand curve)

b) If e >1, MR is positive; (On the upper
portion of Demand curve)

c) If e <1, MR is negative;(On the Lower
portion of Demand curve)
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71)Ans c): A monopolist separates the
market into each individual consumer.

Charges same price which the consumer is
willing and able to pay — extracts entire
consumer surplus.

Since Willing price = Actual price - Consumer
Surplus = zero.

E.g.: Doctors, lawyers, etc., charging different
fees, prices decided under ‘bid and offer’
system, auctions, and negotiations, etc.

72)Ans c): Rigid or sticky prices are
explained by kinked demand curve theory.

a) Ifoligopolistlowers the price below the
prevailing level, its competitors will
follow and lower the prices.

b) If oligopolist raises the price above the
prevailing level, its competitors will not
follow him. It leads to fall in the market
share.

c¢) Each oligopolist will adhere to the
prevailing price seeing no gain in
changing it and a kink will be formed at
the prevailing price, i.e they desire for

Price stability.
73)Ans a): Revenue deficit = Revenue

expenditure — Revenue receipts
=30000-25000 =5000

74)Ans _c): Budgetary deficit = Total
expenditure - Total receipts
= (Revenue expenditure + Capital
expenditure) - (Revenue receipts + Capital
receipts)

= (30000 + 30000) - (54000) = 6000

75)Ans d): Net Divisible Pool (NDP) = Gross tax
revenues of union - cesses - Surcharges
(Exclude non-tax revenue)

Finance Commission determines % of NDP
should be assigned to state governments
based on needs of central and state
governments. The balance remains with the
central government.

76)Ans a): Classicals believed in the laissez
faire approach where they wanted the
government intervention to be minimum.

77)Ans d): Different Methods Of Measurement
of Elasticity of Supply. Point-elasticity, Arc-
elasticity or arc method

78)Ans a): If a consumer gets more utility from
a commodity then he will be willing to pay
or ready to pay a higher price than what he
actually pays for it & -vice versa => This
extra satisfaction is Consumer Surplus.

79)Ans b): Demerits of Socialism: It involves
the predominance of bureaucracy and the
resulting inefficiency and delays. Moreover,
there may also be corruption, red tapism,
favoritism, etc.

80)Ans b):
P Q
100 x
(100-20% of 100) x +120
80
P Q
100 X
(100-20%) 80  x +120
- _ =28 F
& = 1, gp_APXQ
_q = Z¥120-x 100
~ 80-100 x
—1=22x2 » =600
=20 X

81)Ans c): Complementary goods:

a) These goods are consumed
simultaneously to satisfy a want.

b) E.g.: Tea and Sugar, Automobiles and
Petrol, Pen and Ink, Computers and
computer software, etc.

c) Cross demand in case of
Complementary _ goods:  Ceteris
paribus, in case of complementaries, a
fall in price of one causes the demand of
other to rise and vice versa.

d) Inverse / Negative relationship:

Cross demand
(Complementaries) Demand for
Petrol Driven
Price of Demand for | car (as per
petrol Sl law of
: (Petrol Price [ pemand)
driven car is Constant)
'T‘ v Falls
Rises

CA FOUNDATION BUSINESS ECONOMICS \\_



MASTER MINDS COMMERCE INSTITUTE PVT. LTD.

PIONEER FOR MEC / CEC TO CA/ CMA FINAL

82)Ans b): Factor Markets: In this market,

firms buy resources (Land, Labour, Capital
and Entrepreneurship) to produce goods and
services. The prices in factor markets are
known as factor prices.

83)Ans _b): Perfectly inelastic supply:
Irrespective of change in price, the quantity
supplied of a good remains unchanged (or)

Quantity supplied is unaffected by any
change in price.

84)Ans c): Isoquants represent the technical
conditions of production for a product. Also
called equal-product or iso-product curves
or production-indifferent curve.

85)Ans d): The most important feature of
oligopoly is interdependence in decision-
making of a few firms which comprise the
industry.

a) As competitors are few — more
competition among few firms — Not only
a firm responds to its rivals’ actions, but
rivals also respond to firm’s actions

b) While taking major decisions — firm
considers market demand for its product,
and possible reactions of rivals.

Failure to consider rivals' behaviour can
lead to decrease in profits.

86)Ans d):
Q TR
60 100
70 120
Q TR
60 100
70 120
MR=ATR _ 1200100 _ 20 _,

TAQ T 70-60 10

87)Ans a): Expansionary Fiscal Policy:
Designed to stimulate or increase levels of

economic  activity/aggregate = demand
during or anticipation of contractionary
phase of business cycle

A combination of increase in government
spending and decrease in personal income
taxes and/or business taxes ® Deficit budget

88)Ans c): Governments’ redistribution
policies which interfere with producer
choices or consumer choices are likely to
have efficiency costs or deadweight losses.

For example, high taxes on the rich can make
things fairer; but they might also discourage
people from working, saving, and investing.

89)Ans a): Three Macroeconomic Goals of
any Economic System:

1) The first is economic growth. If the real
gross domestic product grows at a faster
rate than the population, then people can
enjoy a higher standard of living.

2) The second goal is high levels of
employment to ensure higher income
and higher output.

3) The third goal is Stable price levels

90) Ans b): Stagflation is a situation where there
exists a combination of inflation and
unemployment together.

91)Ans _d): GST system replaced the
production-based taxation system with a
consumption based one.

92)Ans d):

i) Capitalist Economy — Encourages
enterprise and risk taking (c)

In a capitalist economy, most resources
are privately owned. Individuals are
free to start businesses, invest, and
compete in the market. Profit is the
main  motive, which  naturally
encourages entrepreneurship and
risk-taking.

ii) Socialist Economy - Command
Economy (a)

A socialist economy is also known as a
command economy because the
government controls and plans the use of
resources, production, and distribution of
goods. Individual decision-making is
limited, and economic activities are
directed by the state.
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iii) Mixed Economy — High degree of
operative efficiency (b)

A mixed economy combines features of
both capitalism and socialism. It allows
private  participation = while  the
government regulates Ans sectors. This
balance often leads to better
operational efficiency, as private
efficiency is supported by public welfare
measures.

93)Ans d): Normative Science:
e [tinvolves value judgments.

e [tis prescriptive in nature and suggests
‘what should be’ a particular course of
action under given circumstances.

e Welfare considerations are embedded
in normative science.

94)Ans c): Subject matter of
microeconomics:

1) Product pricing

2) Consumer behaviour

3) Factor pricing

4) The economic conditions of a section of
people

5) Behaviour of firms

6) Location of industry

95)Ans c): Under capitalism, there is
precedence of property rights over
human rights.

It ignores human welfare because the aim
is profit and not the welfare of the people.

96)Ans c):

o According to Pigou, modern business
activities are based on the anticipations
of business community and are affected
by waves of optimism or pessimism.

e Business fluctuations are the outcome of
these psychological states of mind of
businessmen.

e If entrepreneurs are optimistic about
future market conditions, they invest, and
expansionary phase begins. Opposite
happens when entrepreneurs are
pessimistic  about future market
conditions.

97)Ans b): Peak or Boom or Prosperity: It
refers to the top or the highest point of the
business cycle.

a) Inputs become scarce = input prices
will rise = output prices rise rapidly =
cost of living rises = more strain on
fixed income earners.

b) Consumers begin to review their
consumption expenditure on housing,
durable goods etc = actual demand
stagnates.

98) Ans b): Relationship between AR and
MR:
1) AR and MR are both negatively sloped
(downward sloping) curves.

2) AR cannot be zero, but MR can be zero
or even negative.

3) The slope of MR curve is twice to that of
AR curve.

4) MR curve lies half-way between AR
curve and Y axis i.e.MR curve cuts the
horizontal line between Y axis and AR
into two equal parts.

99) Ans c): When demand decreases and
supply increases: Equilibrium price falls but

the change in equilibrium quantity is
uncertain.

100) Ans b): Contraction or Downswing or
Recession: The economy cannot continue
to grow endlessly. Once peak is reached,
increase in demand is halted and starts
decreasing in certain sectors.

"Great fﬁirys never come from comfort zones,"
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