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QUES 1:- What is financial literacy? 

 

A- A way to calculate income tax 

B- A skill to manage personal finances effectively 

C- A tool for spotting Ponzi schemes 

D- D - A technique to increase bank deposits 

 

Ans- B 

Explanation: Financial literacy is a life skill that helps in the effective 

management of income, expenditure, and savings. 

 

 

QUES 2:- What financial planning? 

 

A- One leads to luxuries 

B- One prevents wastage money 

C- One achieves financial independence and future goals 

D- One reduces the cost charged by the bank 

 

Ans- C 

Explanation: Financial planning is much more than savings. It provides 

assurance against uncertainties and helps in realization of goals. 
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QUES 3:- What are the main aims of financial literacy? 

 

A- To earn more money 

B- To avoid any kind of financial risk 

C- To adequately manage income, expenses, assets, and liabilities  

D- To maximize purchases 

 

Ans- C 

Explanation: Financial literacy equips individuals to make efficient 

management of financial resources. 

 

 

QUES 4:- Why financial planning is needed for families? 

 

A- To gain riches in a night 

B- To manage unforeseen emergencies and long-term goals 

C- To maximize expenses 

D- To avoid paying taxes 

 

Ans- B 

Explanation: Financial planning helps families prepare for emergencies 

and to achieve long-term goals. 
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QUES 5:- What is income? 

 

A- Money spent on essential items 

B- Money earned from sources like salary, wages, etc. 

C- Money saved in a bank account 

D- Money withdrawn from a bank account 

 

Ans- B 

Explanation: Income refers to moneys earned by a person through work 

or from other sources such as interest, rent, or dividends. 

 

 

QUES 6:- Which of the following is an example of expenditure? 

 

A- Salary earned from a job 

B- Money spent on groceries 

C- Interest earned from savings 

D- Money deposited into a savings account 

 

Ans- B 

Explanation: Expenditure is the money that is spent on the purchase of 

items, which can be essential, like groceries, or non-essential. 
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QUES 7:- To most people, what is the primary reason for saving? 

 

A- To accumulate wealth for retirement 

B- To meet short-term financial goals 

C- To invest in the stock market 

D- To avoid paying taxes 

 

Ans- B 

Explanation:  People, typically, save money with the intention of fulfilling 

short-term goals like buying some gadget or going on vacation. 

 

 

QUES 8:- What is the main purpose of investment? 

 

A- To spend money on essentials 

B- To earn higher returns over a long period 

C- To keep money in a savings account 

D- To buy non-essential items 

 

Ans- B 

Explanation: Investment means putting money in the hope of either 

gaining more money as a return over a time period through financial or 

non-financial products. 
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QUES 9:- Consider the following statement and state whether it is 

True/False? 

Statement: Return on investments always rises over time. 

 

A- True 

B- False 

 

Ans- B 

Explanation: Since there is always some variation in returns on 

investment depending on the conditions of the market and various other 

factors, therefore, this statement is false. 

 

 

QUES 10:- Which of the following is highly liquid? 

 

A- Savings in bank account 

B- Investment in FD 

C- Investment in mutual fund or equity 

D- All of the above 

 

Ans- A 

Explanation: Savings in a bank account is highly liquid in comparison to 

the investment in FD, Mutual funds, or equity. 
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QUES 11:- What is liability of the following? 

 

A- Fixed deposit in a bank  

B- Gold  

C- Loan taken from a bank  

D- Shares in the stock market 

 

Ans- C 

Explanation: A liability refers to money that you owe such as loan or 

borrowed funds. A fixed deposit or gold would be considered assets. 

 

 

QUES 12:- What is the main difference between savings and 

investments? 

  

A- Savings are riskier than investments 

B- Investments grow faster than savings 

C- Savings are for liquidity, investments for growth 

D- Savings need a Demat account, investments do not 

  

Ans- C 

Explanation: Savings maintain liquidity for short-term needs, while 

investments aim for long-term growth. 
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QUES 13:- What does the "time value of money" indicate? 

  

A- Money loses value over time due to inflation 

B- Money has the same value throughout time 

C- ₹500 today is worth the same in five years 

D- Money gains value only when saved in a bank 

  

Ans- A 

Explanation: Due to inflation, the purchasing power of money declines as 

the time elapses. 

 

 

QUES 14:- What is the Rule of 72? 

  

A- A method to calculate income tax 

B- A way to estimate doubling time of money 

C- A technique to divide savings equally 

D- A formula of calculating inflation impact. 

  

Ans- B 

Explanation: By dividing 72 by the annual interest rate, one can discover 

how long it takes to double his money. 
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QUES 15:- What inflation does to money most? 

  

A- Increase the purchasing power of money 

B- Decrease the purchasing power of money 

C- Increase the value of investments 

D- Have no impact on money 

  

Ans- B 

Explanation: Inflation pushes up the prices of goods and services 

thereby reducing the purchasing power of money to the same value of 

goods and services. Thus it reduces the purchasing power of money. 

 

 

QUES 16:- What is the main advantage of the Rupee Cost Averaging? 

  

A- Gives highest return by timing the market 

B- Minimizes the effect of short-term fluctuations in the market 

C- Allows for more money to be invested 

D- Ensures that you only invest at market highs 

 

Ans- B 

Explanation: Rupee Cost Averaging minimizes the effect of short-term 

fluctuations in the market through investment at stipulated amount 

periodically, irrespective of market fluctuations. 
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QUES 17:- What would be the first step towards financial planning? 

  

A- Investing in mutual funds.  

B- Determining your current financial situation.  

C- Applying for a home loan.  

D- Buying an insurance policy. 

  

Ans- B 

Explanation: Understanding your income, expenses, assets, and 

liabilities is the very foundation of financial planning. 

 

 

QUES 18:- Which of the below is a SMART financial goal? 

  

A- Saving ₹5,000 monthly for a vacation in 2 years.  

B- Saving anything for emergency funds.  

C- Proper spending on entertainment.  

D- Get a new car as soon as possible. 

  

Ans- A 

Explanation: SMART goals are those which should be Specific, 

Measurable, Achievable, Realistic, and Time-bound. 
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QUES 19:- What abbreviates the acronym "SMART" in financial goals? 

 

A- Specific, Measurable, Achievable, Realistic, Time-bound. 

B- Simple, Motivated, Accurate, Reliable, Transparent. 

C- Specific, Manageable, Aggressive, Realistic, Tested. 

D- Systematic, Motivated, Accurate, Relevant, Time-bound. 

 

Ans- A 

Explanation: SMART goals are meant to project target outcomes in a 

structured way. 

 

  

QUES 20:- What is the computation of net worth? 

 

A- Income minus savings.  

B- Asset minus liabilities.  

C- Savings multiply with the time value of money.  

D- Expenditure minus debts. 

 

Ans- B 

Explanation: Net worth is equal to total assets minus that total liability. 
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QUES 21:- Which of the following financial goals can be termed as a 

long-term goal? 

 

A- Buying groceries.  

B- Saving for child's education.  

C- Purchasing a Smartphone.  

D- Renting a house monthly. 

 

Ans- A 

Explanation: Long-term financial goals may take several years to 

accomplish, such as education and often retirement planning. 

 

 

QUES 22:- Consider the following statement and state whether it is 

True/False?  

Statement: Financial planning is a process of estimating financial 

resources during the life span and a plan to satisfy such financial needs 

through investment. 

 

A- True 

B- False 

 

Ans- A 

Explanation: Financial planning includes assessing a person's financial 

goals and needs (like, education, home purchase, emergencies) and 

generating strategies mainly based on investments to achieve that over 

time. 
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QUES 23:- Consider the following statement and state whether it is 

True/False? 

Statement: Asset allocation is a strategy that allocates a portfolio of an 

individual to different classes of assets like equity and debt, depending 

on the particular financial goals, risk tolerance, and investment horizon 

of the individual investor. 

 

A- True 

B- False 

 

Ans- A 

Explanation: Asset allocation is the way to distribute investment 

amounts among different asset classes according to risk and return 

specified by the investor's goals, risk tolerance, and time frame. 

 

 

QUES 24:- Consider the following statement and state whether it is 

True/False? 

Statement: The primary reason for diversification is to increase risk by 

spreading investments across various asset classes. 

 

A- True 

B- False 

 

Ans- B 

Explanation: The portfolio dimension diversifies risks by investing in 

different asset classes that are likely to react differently to the same 

economic events, thus helping to minimize losses. 
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QUES 25:- What does liquidity in investment mean? 

 

A- The returns that an investment has to offer.  

B- The ease and speed to convert an investment into cash at its fair 

value.  

C- The risk that is involved in any investment.  

D- The time taken by an investment to appreciate in value. 

 

Ans- B 

Explanation: Liquidity relates to how fast and easy an investment can be 

made into cash without noticeably affecting its value. 
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