
Economics - ICom Part 2 Principles of Economics Chapter 2 Short Questions Preparation

Q1. What is meant by Paper Money

Ans 1:  Paper money means notes made of paper whihc are issued by the governemnt or by the central bank of the country. The
notes are legal tender money. Thg notes are accepted in general business dealings as medium of exchange.

Q2. Write five disadvantages fo credit money.

Ans 1:  1- Arising of inflation 2- Unnecessary consumption of wealth

Ans 2:  3- Arising of inequality in incomes 4- Trend of speculation

Ans 3:  5- Esatablishment of monopolies

Q3. What is cheque.

Ans 1:  A cheque is an order by a depositor to a bank for paying the amoutn state don the cheque to the presenter of the cheque.
Bank makes th epayment if the amount of the cheque is int he account and the signatures of the accout holder and all entries fo the
cheque are correct.

Q4. What is cross cheque.

Ans 1:  Whenon the left hand upper corner of an order cheque two parallel lines are drawn in which the words "Payee account only
are written, that order cheque becomes crossed cheque. The amount written on this cheque is deposited in the account of a person
in whose name the cheque is issued.

Q5. Defeine money in the words of Prof. Crowther.

Ans 1:  Anything whihc is generally accepted as a medium of exchange and also performs functions of a standard of value and a
store of value is money

Q6. Explain unlimited legal tender money

Ans 1:  The kind of money which has no specific extant to be accepted by the people whatever amount of this kind of money may
be, it is accepted by every one and no one can refuse it.

Q7. Defube kegak tender money.

Ans 1:  Legal tender money means the money whichis legally accepted The people of country are bund to accept it in general



dealings and payments of lonas. The person who refuses to accept it is a criminal in the eye of law .He is entitle dto punishing.

Q8. Define Interest.

Ans 1:  The word Riba is used for intrest in the Holy Quran. Riba means additional amount of money whihc a lender receives from
borrower besides principal amount after a particualr period of time. So, interest is not reward of any thing rather is reward of
particualr period of time for whihc borrower has received loan.

Q9. What is meant by open market operation.

Ans 1:  The policy of the centrla bank to control credit in the country is called monetary policy.

Q10. Write five advantages of paper money.

Ans 1:  1- Saving of metals 2- Saving of coinage

Ans 2:  3- No fall in the value 4- Easy transferability

Ans 3:  5- Elastic supply
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