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1.  Consider the following statements about the Purchasing Managers' Index.  

1. It is an indicator of economic health for both manufacturing and service sectors. 
2. It is published by the Central Statistics Office (CSO). 
3. PMI >50 implies an expansion of business and economic activity, PMI <50 means             

contraction. 
 

Which of the statements given above is/are correct? 
A. 1 only 
B. 2 and 3 only 
C. 1 and 3 only  
D. 1, 2 and 3 
 

Answer: C 
 

Explanation: 
● Statement 1 is correct: Purchasing Managers' Index is an economic indicator which            

indicates the business activity & economic health of both the manufacturing and service             
sectors. 

● Statement 2 is incorrect: PMI of India is published by Japanese firm Nikkei but compiled               
and constructed by IHS Markit, a London–based global information provider. 

● The PMI is an investor sentiment tracking index and is dynamic in nature. 
● They are derived from monthly surveys of about 400 private companies. 
● Variables used for calculating the PMI are: Output, New Orders, Employment, Input Costs,             

Output Prices, Backlogs of Work, Export Orders, Quantity of Purchases, Suppliers’ Delivery            
Times, Stocks of Purchases and Stocks of Finished Goods. 

 
How to read PMI? 

● Statement 3 is correct: While PMI >50 implies an expansion of business and economic              
activity, PMI <50 means contraction. 

 
https://www.thehindu.com/business/Industry/services-sector-contracts-for-fourth-month-in-ju
ne-pmi/article31983289.ece 
 
 
 
2. Defence Acquisition Council is headed by 

A. The Prime Minister 
B. The Defence Minister  
C. The National Security Advisor 
D. Chief of Defence Staff  

 
Answer: B 

 
Explanation: 

https://www.thehindu.com/business/Industry/services-sector-contracts-for-fourth-month-in-june-pmi/article31983289.ece
https://www.thehindu.com/business/Industry/services-sector-contracts-for-fourth-month-in-june-pmi/article31983289.ece


● Defence Acquisition Council (DAC) is constituted under the Ministry of Defence (MoD)            
for overall guidance of the defence procurement planning process. 

● It includes Defence Minister as Chairman and chiefs of tri-services, Defence Secretary,            
Secretary Defence Research & Development, Secretary Defence Production, Director         
General (Acquisition), Chief of Integrated Staff Committees and Deputy Chief of Integrated            
Defence as members. 

● The objective of the Defence Acquisition Council is to ensure expeditious procurement of             
the approved requirements of the Armed Forces in terms of capabilities sought, and time              
frame prescribed, by optimally utilizing the allocated budgetary resources. 

 
http://newsonair.com/News?title=Govt-clears-Defence-acquisition-worth-Rs-38%2c900-Cr&id=
392783 
 
 
3.  With reference to Advance Pricing Agreements (APAs), consider the following statements. 

1. An APA is an agreement between tax authorities of different countries. 
2. Their objective is to avoid transfer pricing disputes . 
 

Which of the statements given above is/are correct? 
A. 1 only 
B. 2 only 
C. Both 1 and 2 
D. Neither 1 nor 2 
 

Answer: B 
 

Explanation: 
● Transfer pricing is an accounting practice that represents the price that one division in a 

company charges another division for goods or services provided. 
● Companies charge a higher price to divisions in high-tax countries (reducing profit) while 

charging a lower price (increasing profits) for divisions in low-tax countries. 
● To avoid such manipulation, tax departments preset the price charged for such transactions 

between divisions of a company.  
● At the beginning of a year, the price charged for intra company transactions will be 

determined in advance and will be kept for the coming five years or so. This price 
arrangement between companies and the tax department is called advance price agreement 
(APA). Hence, statement 2 is correct. 

 
● Statement 1 is incorrect: Thus, An APA is a contract, usually for multiple years, between a 

taxpayer and at least one tax authority specifying the pricing method that the taxpayer 
will apply to its related-company transactions. These programmes are designed to help 
taxpayers voluntarily resolve actual or potential transfer pricing disputes in a proactive, 
cooperative manner, as an alternative to the traditional examination process. 

● APAs give certainty to taxpayers, reduce disputes, enhance  tax revenues and make the 
country an attractive destination for foreign investments.  

http://newsonair.com/News?title=Govt-clears-Defence-acquisition-worth-Rs-38%2c900-Cr&id=392783
http://newsonair.com/News?title=Govt-clears-Defence-acquisition-worth-Rs-38%2c900-Cr&id=392783


 
 
https://economictimes.indiatimes.com/news/economy/policy/government-reach-out-to-multina
tionals-and-assure-them-fresh-apas-could-reflect-covid-reality/primeshow/76770570.cms 
 
 
 
 
4. With reference to the Joint Comprehensive Plan of Action (JCPOA), more commonly known 
as the Iran nuclear deal, consider the following statements. 

1. It was reached between Iran and G 7 countries in 2015. 
2. The US has withdrawn from the agreement. 

 
Which of the statements given above is/are correct? 

A. 1 only 
B. 2 only 
C. Both 1 and 2  
D. Neither 1 nor 2 

 
Answer: B 
 
Explanation: 

● Statement 1 is incorrect: The Joint Comprehensive Plan of Action (JCPOA), more            
commonly known as the Iran nuclear deal, was reached between Iran and six world powers               
known as the P5+1 (China, France, Germany, Russia, the United Kingdom, and the United              
States) in July 2015. 

 
What did Iran have to do to meet the requirements of the deal? 

● According to this framework, Iran would redesign, convert, and reduce its nuclear            
facilities in order to lift all nuclear-related economic sanctions. 

● The deal also allowed for the tracking of nuclear activities with robust transparency and              
inspections by the International Atomic Energy Agency (IAEA). 

 
U.S. withdrawal from JCPOA 

● Statement 2 is correct: The US President Donald Trump unilaterally withdrew from the             
Iran nuclear deal in 2018, claiming it did not address Iran's ballistic missile programme or               
its roles in Middle Eastern conflicts.  

● The US also re-imposed tough economic sanctions against Iran. 
● Reacting to the US’ withdrawal, Iran announced that it will breach its limits set on its                

nuclear activity by the 2015 deal. 
 

https://www.livemint.com/news/world/eu-says-iran-has-triggered-nuclear-deal-dispute-mecha
nism-11593820053320.html 
 
 
 
5. Consider the following statements.  

https://economictimes.indiatimes.com/news/economy/policy/government-reach-out-to-multinationals-and-assure-them-fresh-apas-could-reflect-covid-reality/primeshow/76770570.cms
https://economictimes.indiatimes.com/news/economy/policy/government-reach-out-to-multinationals-and-assure-them-fresh-apas-could-reflect-covid-reality/primeshow/76770570.cms
https://www.livemint.com/news/world/eu-says-iran-has-triggered-nuclear-deal-dispute-mechanism-11593820053320.html
https://www.livemint.com/news/world/eu-says-iran-has-triggered-nuclear-deal-dispute-mechanism-11593820053320.html


1. Sale of a substantial portion of the Government shareholding of a CPSE of upto 50% or 
more, along with or without transfer of management control is known as Strategic 
disinvestment. 

2. The disinvestment proceeds will be credited to the Consolidated Fund of India. 
 
Which of the statements given above is/are correct? 

A. 1 only 
B. 2 only 
C. Both 1 and 2  
D. Neither 1 nor 2 

 
Answer: D 

 
Explanation: 

● Statement 1 is incorrect: Strategic disinvestment would imply the sale of a substantial 
portion of the Government shareholding of a central public sector enterprise (CPSE) of upto 
50%, or such higher percentage as the competent authority may determine, along with 
transfer of management control. 

● The disinvestment proceeds will be credited to the National Investment Fund (NIF) which 
is a ‘Public Account’ under the Government Accounts and the funds would remain there 
until withdrawn/invested for the approved purposes. Hence, statement 2 is incorrect. 

 
https://economictimes.indiatimes.com/news/economy/finance/govt-to-focus-on-strategic-stake-
sales-to-meet-disinvestment-target-dipam-secretary/articleshow/76769212.cms 
 

https://economictimes.indiatimes.com/news/economy/finance/govt-to-focus-on-strategic-stake-sales-to-meet-disinvestment-target-dipam-secretary/articleshow/76769212.cms
https://economictimes.indiatimes.com/news/economy/finance/govt-to-focus-on-strategic-stake-sales-to-meet-disinvestment-target-dipam-secretary/articleshow/76769212.cms

