UNIT 11 SAVINGS AND INVESTMENT

OPTIONS’

Structure

11.0 Objectives
11.1 Savings

11.2 Investments

11.2.1 Various Investment Options

11.2.2 Factors Affecting Investment Decisions

11.2.3 Savings vs Investment
11.3 Demat Account

11.4 Some Important Government Schemes
11.4.1 Pradhan Mantri Jan Dhan Yojana
11.4.2 Sukanya Samriddhi

11.5 Life Insurance Policies

11.6 Let Us Sum Up

11.7 Key Words

11.8 Some Useful Books/Articles/Links

11.9 Answers to Check Your Progress Exercises

11.0 OBJECTIVES

After reading this unit you should be able to:

explain meaning and importance of Savings and Investments
distinguish between Saving and Investments.
discuss various investment options and their features.

evaluate the risk and reward associated with various types of
investment instruments.

discuss the meaning, types and importance of DEMAT account.

highlight various savings schemes launched by the government
of India during the last decade to promote financial inclusion.

11.1 SAVINGS

What are Savings?

Saving refers to the amount of money which is saved after meeting all
expenditures from the disposable income of an individual or a household.
Disposable income is the amount of money after deduction of taxes,
fees and fines etc. from the total income of an individual or household.

* Prof. Bharat Singh and Ms. Khyati Kathuria, Department of Economics, Satyawati
College (Evening), University of Delhi, Delhi, & Mr. Kumar Manaswi, Research
Scholar, Delhi Technical University, New Delhi.
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Disposable income remains with the individual or household to spend on
consumption, medical, health and contingencies etc. The size of saving
may vary according to the size of one’s disposable income or expenditure.
Thus, Saving (S)=Disposable income (Yd)-Expenditure (E). Saving may be
done in various forms like cash, precious metals, other goods, deposits with
banks & non-bank financial companies (NBFCs) and stock markets.

Factors affecting Savings: There are several factors which affect the level
of savings in different ways and at different degrees.

° Level of income: Ceteris paribus, all other things being equal the
higher the level of income, the higher the level of savings and vice-
versa.

° Level of expenditure: Ceteris paribus, all other things being equal
the higher the level of expenditure, the lower the level of savings and
vice-versa

° Interest rates — higher interest rates make savings more attractive.

° The age of individuals — People in their 40s and 50s tend to save for
retirement. Old people run savings down.

° Inflation — high inflation may discourage cash saving, but encourage
the purchase of fixed assets.

° Availability of different saving schemes: Availability of different
saving schemes also encourages people to save more.

° Awareness: Awareness about the importance and benefits of savings
also increases the level of savings in an economy.

Why do people save?

People save for different reasons; the important among them may be to
achieve some future goals like children’s education, purchase of property
and consumer durables, retirement/old age security, to protect themselves
against some unforeseen situations in life and for investing to generate some
regular income or create wealth, etc.

11.2 INVESTMENTS

Investment is putting one’s money into such saving schemes or assets that
can grow in value or generate income or both. For example, one can put
money in bank deposits, stock market, commodity market, or real estate
which are expected to generate some regular income or create wealth over a
period of time. Investment decisions are an important component of financial
planning. Investments could help beat inflation through capital appreciation
besides being a source of tax avoidance. The power of compounding also
assists in wealth creation. Investing is further helpful in meeting future
goals such as education, purchasing a house, enjoying travel and tourism or
planning for retirement.

11.2.1 Various Investment Options

Following is the brief description of various investment options based on
risk and reward. At a broader level, investment can be divided into two
categories - Equity and Debt. Equity primarily invests in shares/stocks and
related instruments of companies like mutual funds (MFs) of companies



in different ways. Debt is where your money is invested in money market
instruments like fixed deposits (FDs) and bonds.

Table 11.1: Investment Options Existing in India

Investment
Option

Description

Risk

Reward

Stocks

Stocks represent your ownership share in the
company. Stocks provide a return on investment
through appreciation in the share price, allotment of
bonus/rights issue or dividend payout. Stock markets
are highly volatile and are among the riskiest
investments. The shares of the companies can be
owned through initial public offers (IPOs), purchase
from secondary market or through employees’ stock
options (SOPs). In order to buy, trade or invest in
share market the investor should have a DEMAT
account with any of the authorised depository
participants.

In India, stocks are traded in two markets: Bombay
Stock Exchange (BSE) and National Stock Exchange
(NSE). BSE is represented by SENSEX which is a
free float, economy-weighted index of 30 financially
sound and very well-established organizations listed
on BSE. NSE is represented by the NIFTY 50 in
which 50 shares of top-rated companies are traded.

High

High

Bonds

Bonds are an instrument of borrowing/lending.
Bondholders have the first right to the assets of the
company. Bonds provide a predictable income stream
in form of interest paid annually or twice a year. If
the bonds are held till maturity, bondholders get back
the entire principal. Thus, bonds may be considered
as an investment instrument with adequate amount of
safety and return.

Low

Low to
Medium

Mutual
Funds
(MFs)

Mutual funds (MFs) are pooled assets that are
professionally managed to let investors participate
in the stock markets in a passive manner. MFs pool
money from thousands of small investors and create
a suitable portfolio of securities/stocks to generate
a return on the pooled money. Mutual funds allow
investors to invest a small amount regularly and
choose their asset portfolio as per their risk profile.
Broadly speaking, there are three categories of
MFs viz. Equity Fund, Debt Fund and Hybrid
Fund depending on the objectives, asset allocation
and weightage of equity/debt in the portfolio of a
particular fund. Equity funds are further categorised
into large cap, mid cap, small cap and multi cap
depending on the size of the fund. Equity Linked
Savings Scheme (ELSS), dividend, contra, sector
and value fund are other categories depending on the
objective of the fund. Debt MFs are also categorised
depending on the period of their maturity as low,
medium, dynamic bond, gilt, credit risk, liquid, ultra
short funds. Hybrid funds consists of aggressive,
conservative and arbitrage funds. MFs are sold and
purchased based on the prevailing net asset value
(NAV) of the fund on the day of the execution of
the order from the investor. The investors can invest

Medium

Medium
to High
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in MFs either a lump sum amount or through
systematic investment plan (SIP) depending on his
level of income, risk profile and goal of investment,
etc. Lump sum investment may fetch very high
returns but not without high risks. SIP is method of
investment in which investors are protected from
market volatility along with fetching good returns
if remain invested for a long period of time (5-10
years).

Unit ULIPs are life insurance plans that allow investors | As per Medium
Linked to invest in diversified funds as per their goal of | the
Insurance investment and risk profile. Investors get market- | structure
Plans linked returns and tax-saving benefits on their | of the
(ULIPs) investments in ULIPs. Life insurance is also available | portfolio
regardless of the performance of the invested sum of
money.
Gold Gold as an investment option is also very popular but | Medium | Medium
it could be expensive, risky, and fraught with storage
issues. Investment in gold in electronic form is a
better option. Gold Exchange Traded Funds (ETFs)
and Gold Bonds are some of the popular ways of
investing in gold and getting benefits of appreciation
in gold price and fixed rate of return.
Public It is a scheme that offers a good rate of return and a | Low Medium
Provident sovereign guarantee. With PPF we can beat inflation,
Fund and build handsome tax free wealth over time. PPF
(PPF) also allows adequate liquidity. Thus, this investment
helps you build a safety fund for your family. The
account is extendable after 15 years of maturity. So,
you can use it to save for your retirement and draw a
tax-free pension after 60.
Deposits Various types of deposit options are available with | Low Low to
with banks and NBFCs with varying maturity periods Moderate
Banks and and rates of interest. Deposit schemes like savings
(Non-Bank | 4., i ing deposit and fixed or time deposit
Financial eposit, recurring deposit an e e dep
Companies) | 2T€ Very popular among people who are risk averse
NBFCs and are not very active in the financial market. The

rate of interest on saving deposit is lowest and on
fixed deposit is the highest.

FDs are regarded as one of the most popular
investment options in India particularly among
salaried class and people residing in rural and semi-
urban areas. They provide a fixed rate of return for a
specific period and considered as a low-risk option.
Although FDs have a lock-in period, most financial
institutions permit loans and overdraft facilities
against FDs.

Recurring Deposits (RDs) are also considered
as good investment option in India. RDs allow an
investor to save a specific sum in periodic instalments.
People can deposit a fixed sum every month for a
specific period with a bank. Like FDs, RDs are also
low-risk and provide guaranteed moderate rate of
returns.




Employees The EPF is a retirement savings scheme specifically | Low Medium
Provident for salaried employees. Monthly contributions are
Fund made from an employee’s salary which is invested in
(EPF) schemes mandated by the central government. EPFs

are eligible for a tax deduction under Section 80C of

the Income Tax Act, 1961 and the final amount after

maturity is tax-free.
National NPS is a retirement pension scheme introduced by | Low to Low to
Pension the Government of India in the year 2004. Monthly | Medium Medium
Scheme contributions are made from an employee’s salary
(NPS) and specified amount is contributed by the employer

also. The corpus thus accumulated is paid as lump

sum and regular pension after an employee’s

retirement.

11.2.2 Factors Affecting Investment Decisions

There are three important considerations that an investor should make
before investing.

l.

Liquidity-Liquidity refers to the ease or convenience with which one
form of asset can be converted into other with no transaction cost or
minimum transaction cost and within minimum time duration. Cash is
the most liquid form of asset followed by bank deposits (current and
savings account) and gold etc. Although cash is the most liquid form
of an asset but it does not offer any return. Real estates, PPFs, ULIPs
and bonds etc. are most liquid form of assets. Normally, investments
having potential of high returns have low degree of liquidity and vice-
versa.

Risk-Return Ratio- Normally, there is a positive association between
degree of risk and rate of return on an investment. If an investor
desires high rate of return, he must put his savings into high-risk
investment instruments like share market, commodity market, equity
mutual funds, gold and real estate etc. If an investor is risk averse and
is concerned more about the safety of the principal amount then he/
she should put his/her money into low risk and low return instruments
like bank FDs, debt mutual funds and PPFs etc.

Maturity Period or Investment Tenure- Normally, investments with
long tenure fetch higher returns and vice-versa.

Following are some of the illustrations related to various investment options
and trade-off between different factors:

Table-2: Trade off Among Various Investment Options

Savings account

Investment Liquidity Risk-Return Ideal Investment
Option Term
Savings High Low risk-low | Nil
Account return
Fixed Deposit Lower than Low risk- 07 days to 10

medium return

years
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Awareness Gold High Medium 5to 15 years
Equity Market High High 3 to 30 years
Equity Mutual Medium to High 5to 15 years
Funds High
ULIPs Low to Medium | Medium 5to 15 years
Public Low Medium (tax- 15 years+
Provident Fund free)
(PPF)
Real Estate Low to Medium | Medium 10 years+

A rational investor should take into consideration all the above factors
before making any investment.

11.2.3 Saving vs Investment

Here, it is important to understand the precise difference between saving
and investment. Saving is just an arithmetic difference between Yd and E,
while investment is the amount of saving which is channelised to generate
further income or increase the value of the amount of saving or both over
time. All savings may not take the form of investments but all investments
are normally done after an individual or household has some amount of
saving. Amount of saving kept in form of idle cash by an individual or
household does not generate any income rather, its value declines over
time due to inflation. The amount of saving which is used for investment in
some form or the other and which generates some income or results in the
appreciation of value of the principal amount of saving over time is called
investment. Return from investment is directly linked to the level of risk
involved in a particular avenue of investment. Ceteris paribus, the higher the
risk, the higher the return and vice-versa. If a person wants to maximise his/
her return then he/she has to compromise with the safety of his/her money
invested (maximum return with maximum risk). Such persons are known as
risk bearing persons. On the other hand, if the investor is concerned more
about the safety of the money invested then the investor has to compromise
with the return on the amount of money invested (minimum return with
minimum risk). Such persons are known as risk averse persons.

A financially conscious person should maintain a prudent balance between
savings and investment. and the basket of investments should also reflect
appropriate level of diversification to minimise risks and maximise returns.

Check Your Progress 1

1.  Define saving. What are different factors of savings? Why do people
save?
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2. What is meant by the term investment? Discuss different investment
options based on risk and reward.

3. Discuss the factors an investor should consider before making an
investment decision.

4.  How is investing directly in stock market different from investing
through MF route from an investor’s perspective?

5. How is saving different from investment?

11.3 DEMAT ACCOUNT

DEMAT Account (Dematerialized Account) is used by an investor/trader
to hold shares and securities in an electronic form. It contains the details
of the shares and other securities in the name of the account holder. Now
a days DEMAT account is mandatory for sell and purchase of the shares
of companies. Many banks and brokers offer Trading Accounts with
online trading facilities, which makes it easier for investors and traders to
participate in the stock market.

There are mainly two different entities involved in DEMAT accounts,
Depositories and Depository Participants. Depositories manage the financial
investment portfolio of investors and the Depository Participants (DPs) like
banks and brokerage houses act as agents between depositors and investors.
National Securities Depository Limited (NSDL) and Central Depository
Services Limited (CDSL) are two depositories that are operational in India.
DPs handle individual customers and process their requests as well as oversee
the transactions. The relationship between the DPs and the depository is
governed by an agreement made between the two under the Depositories
Act 1996 and Regulations 2018. The DEMAT account number is quoted
for all transactions to enable electronic settlements of trades to take place.
Access to the dematerialized account requires an internet password and a
transaction password which allows the transfers or purchases of securities
without any hassle.

Savings and
Investment Options
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Features and Benefits of a Demat Account

° Digital Account
One of the biggest benefits for investors is that it is digital. This means
that it can be opened online and accessed easily.

° Safe Holding
A DEMAT account holds the shares safely unlike physical shares that
bear the risk of getting lost, damaged, or stolen. There is negligible
chance of forgery or theft in DEMAT account.

° Convenient Storage and Transfer
A DEMAT account offers the convenience of storage and transfer
of securities. Trading in any number/volume can be done and the
transaction details can be monitored by the stakeholders very easily.
Furthermore, it facilitates the swift transfer of shares while trading
online.

L Facilitates Easy Transfer
Physical share certificates require paperwork and delay in transfer of
ownership. A DEMAT account eradicates all paperwork and makes it
easy to transfer shares online.

° Convenience of Access
Since a DEMAT account is electronically operated, a user can access
his/her account from various touch points like mobile, tablet, laptop,
PC, etc.

o Temporary Frozen
A DEMAT account can be temporarily frozen under contingency
situation to avoid any transaction for a certain period.

° Stores Multiple Investments
A DEMAT account can store different kinds of investments. It can
hold multiple assets like Bonds, Exchange Traded Funds (ETFs),
Mutual Funds, government securities, etc.

) Nomination Facility
A DEMAT account gives the nomination facility as per the process
laid out by the depository. In the event of the investor’s demise,
the appointed nominee is entitled to receive the shareholding in the
DEMAT account.

) Loan Collateral
The securities held in your DEMAT account can be used for pledging.
It may be used as collateral to take a loan from a financial institution.

Types of DEMAT account

At the time of account opening, an investor needs to select an account type
that suits his/her profile.

Regular DEMAT Account

The most common account is the Regular DEMAT account. This is
only for Indian citizens who reside in India. Any Indian can open
a regular DEMAT account within a few minutes through an online
account opening process.



° Repatriable DEMAT Account

This type of DEMAT account is for Non-Resident Indians (NRIs).
Once a customer becomes an NRI, he/she needs to close their regular
DEMAT account and open a Non-Resident Ordinary (NRO) DEMAT
account along with a Non-Resident External bank account.

° Non-Repatriable DEMAT Account

This DEMAT account is for NRIs. However, the funds cannot be
transferred abroad through this account.

How to Open a DEMAT Account

The digital process of opening a DEMAT and trading account has made
trading much easy for all the traders and investors. It is as simple as
ordering food online and shopping from any e-commerce site. To open a
DEMAT account one needs to select a stockbroker who is SEBI registered
and is a Depository Participant at NSDL/CDSL Nahonal Security Deposits
Limited-Central Depostory Services Limited. To open a DEMAT account,
the steps to be followed are:

Step 1: Visit the DEMAT Account Opening Form

Click open an account and start filling your application form to open online
DEMAT account. Enter mobile number and email ID and get started.

Step 2: Enter your PAN Number, basic details, address and Bank details.
Link your PAN number with your bank details, your DEMAT & trading
account.

Step 3: Upload the soft copies of KYC documents such as income proof,
bank details, photograph, PAN card and Aadhaar card etc.

Step 4: Complete in Person Verification (IPV)

In-Person Verification is a process where you record yourself for 30 seconds
with the intention of verifying the authenticity of your documents. While
recording, keep your PAN and other documents handy with you as you need
to read all the details clear and loud.

Step 5: E-sign the form using Aadhaar linked mobile number
Step 6: Check, Review and Submit the application.

Fees
There are four major charges usually levied on a DEMAT account:
° Account-opening fee — There is very low or no opening account fee.

° Maintenance fee - This is also known as folio maintenance charge
and is generally levied in advance. It is charged on an annual or
monthly basis.

° Custodian fee - A fee for holding the securities.

° Transaction fee - A fee for sale or purchase of securities.

Savings and
Investment Options
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11.4 SOME IMPORTANT GOVERNMENT
SCHEMES

11.4.1 Pradhan Mantri Jan Dhan Yojana

Pradhan Mantri Jan-Dhan Yojana (PMJDY) is National mission for financial
inclusion to ensure access to financial services, namely, a basic savings &
deposit accounts, remittance, credit, insurance, pension in an affordable
manner. Under the scheme, a basic savings bank deposit (BSBD) account
can be opened in any bank branch or Business Correspondent (Bank Mitra)
outlet, by persons not having any other account.

Benefits under PMJDY:

e  Basic savings bank account is opened for unbanked person.

e  There is no requirement to maintain any minimum balance in
PMJDY accounts.

° Interest is earned on the deposit in PMJDY accounts.
e  RuPay Debit card is provided to PMJDY account holder.
e  Accidental Insurance Cover of Rs.2 lakh.

e  An overdraft (OD) facility up to Rs. 10,000 to eligible account
holders is available.

e  PMIJDY accounts are eligible for Direct Benefit Transfer (DBT),
Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY), Pradhan
Mantri Suraksha Bima Yojana (PMSBY), Atal Pension Yojana
(APY), Micro Units Development & Refinance Agency Bank
(MUDRA) scheme.

11.4.2 Sukanya Samriddhi

Sukanya Samriddhi Account (Girl Child Prosperity Account) is
a Government of India backed saving scheme targeted at the parents of
girl children. The scheme encourages parents to build a fund for the future
education of their female child. The scheme was launched by Prime
Minister Narendra Modi on 22 January 2015 as a part of the Beti Bachao,
Beti Padhao campaign. The scheme currently provides an interest rate of
8.0% (For April-June 2023 quarter) along with tax benefits. The account
can be opened at any India Post office or branch of authorised commercial
banks. The account can be opened anytime between the birth of a girl child
and the time she attains the age of 10 years by the parent/guardian. Only one
account is allowed per child. Parents can open a maximum of two accounts
for each of their children (exception allowed for twins and triplets). The SS
account can be transferred to anywhere in India.

A minimum of 3250 must be deposited in the account initially. Thereafter,
any amount in multiples of Rs. 100 can be deposited. However, the
maximum deposit limit is 150,000 in a financial year. If the minimum
deposit of 2250 is not made in a year, a fine of 50 will be imposed. The
girl can operate her account after she reaches the age of 10. The account
allows 50% withdrawal at the age of 18 for higher education purposes. The
account reaches maturity after time period of 21 years from date of opening



it. Deposits in the account can be made till the completion of 15 years, from
the date of the opening of the account. After this period the account will
earn only applicable rate of interest. If the account is closed, then it will not
earn interest at the prevailing rate. If the girl is over 18 and married, normal
closure is allowed.

11.5 LIFE INSURANCE POLICIES

Life insurance is a contract between an insurer (life insurance company) and
the insured (policy holder). A life insurance policy guarantees the insured
to pay a sum of money to one or more named beneficiaries (nominees)
when the insured person dies in exchange for premiums paid by the policy
holder during his/her lifetime. There are various types of insurance policies
offered by various companies like money back plan, endowment plan, term
plan and unit linked insurance plan, etc. For any insurance plan, the amount
of premium to be paid depends mainly on three factors viz. the sum of
money covered, age of the person who is soliciting the policy (proposer)
and the time period for which the person desires to be insured. Other things
remaining the same; the larger the sum of policy desired, the higher will
be the premium amount, the lower the age of person, the lower will be the
amount of premium and the higher the time duration of the policy, the lower
will be the amount of premium. Thus, in the interest of the person who
seeks any kind of life insurance policy it is advisable to purchase it for the
maximum possible amount (sum insured), at the earliest possible age and
for longest possible duration of policy coverage. The policy premiums can
be paid annually, half yearly, quarterly or monthly as per the convenience
of the proposer of the policy.

e  Moneyback plan: Under this plan, money is returned to the
person insured as a survival benefit at some agreed interval.
When the policyholder survives the policy term, the money
back is guaranteed. In the event of the policyholder’s death,
the nominee receives the amount guaranteed as well as any
accumulated bonuses, if any.

° Endowment plan: Endowment plan provides life cover and
also helps to grow the money paid as premiums. The life cover
secures the beneficiaries/nominees financially in case of the
death of the insured or on matunity.

° Term insurance without return of premium plan: It does not
provide any return on the premiums paid by the policy holder
but the amount of life cover is very high for a low amount of
premium.

° Term insurance with return of premium plan: This policy
provides for a refund of the premiums paid if the policy
holder survives till the duration of the policy. Here the amount
of premium is higher than the term plan without refund of
premiums.

e  Whole life insurance plan: As the name suggests, under this
plan, the insured person is covered for the whole duration of
his/her life as long as premiums are paid on time.
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e  Unitlinked insurance plan (ULIP): ULIP is an insurance plan
that offers the dual benefit of investment to fulfil the financial
goals, and a life cover’ to financially protect the insured’s
family in case of an unfortunate event.

° Group insurance plan: Group insurance is offered by an
employer to its employees or workers. This insurance is
relatively inexpensive and may even be free. Group life policy
death benefits are generally limited.

e  Child insurance plan: Child life insurance is a form of
permanent life insurance that insures the life of a minor. It is
usually purchased to protect a family against the sudden and
unexpected costs of a child’s funeral or burial and to secure
inexpensive and guaranteed insurance for the lifetime of the

child.

e  Retirement plan: A retirement plan or a pension plan essentially
1s an insurance policy that requires the policy holder to make
monetary contributions or investments to a number of funds
that are set aside to make periodic payments in form of pension
after certain age of the insured. The amount of pension depends
on the amount accumulated through payment of premiums and
the amount of bonus paid before the start of pension.

° Postal Life Insurance (PLI): PLI in India is not open
for all. It is available for employees of Central & State
Governments, Defence and Para-Military Services, Public
Sector Undertakings, Banks, Educational Institutions, Local
Bodies, professionals (such as doctors, engineers, chartered
accountants, MBAs, lawyers etc.) and employees of companies
listed with NSE and BSE.

e  Health policy: Health insurance policy is not a saving plan per
se and it is also different from life insurance. Life insurance
financially helps the family members in case of unfortunate
death of the insured person. On the other hand, the health
insurance policy assures financial compensation of the medical
bills in case of critical illness and prolonged hospitalization of
the insured person.

Important Considerations

The life insurance policies provide financial security, helps to pay off debts,
helps to pay living expenses, educational expenses, helps to pay any medical
expenses and financial security for the dependent of the insurer in case his/
her death.

Normally, it is suggested not to mix insurance and investment together in a
single plan. It is advisable for the benefit of the people in general to purchase
life insurance plan purely for life cover and invest money for future income
generation or capital appreciation without mixing the same with insurance
cover. It is also suggested to read the offer documents carefully before
investing or purchasing any insurance policy.



Check Your Progress 2

1. Briefly explain the meaning of DEMAT account? What are the features
and benefits of operating through a DEMAT account?

2. What are different types of DEMAT account? Discuss important steps
in opening a DEMAT account.

3. Discuss various saving schemes launched by the government with the
purpose of financial inclusion.

4.  Briefly discuss various insurance policies available in India.

11.6 LET US SUM UP

This unit explained the meaning of Saving and Investment and how Saving
and Investment are different from each other. It also discussed various
types of investment along with the significance and association of risk and
reward with various types of investment instruments. Various investment
options and their features were discussed enabling the learner to make a
judicious financial decision. The unit also brought out important factors to
consider before making appropriate investment decisions. In the modern
era of financial market DEMAT account has assumed a special significance
which has also been discussed in this unit. Various savings schemes
launched by the government of India during the last decade to promote
financial inclusion were also discussed. Different insurance policies were
presented in the unit empowering the learner with respect to future financial
decisions of life. .

11.7 KEY WORDS

Saving: Saving refers to the amount of money which is saved after meeting
all expenditures from the disposable income of an individual or a household.

Investment: Investment is putting one’s money into such saving schemes
or assets that can grow in value or generate income or both.

Stock: Stocks represent ownership of share in a company. Stocks provide
a return on investment through appreciation in the share price, allotment of
bonus/rights issue or dividend payout.
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Mutual Funds: Mutual funds (MFs) are pooled assets that are professionally
managed to let investors participate in the stock markets in a passive
manner and without having in-depth knowledge about the financial health
of a company.

DEMAT Account: DEMAT account is an electronic medium through
which trading of stocks is done and shares and securities are deposited by
the traders and investors.

Insurance Policies: There are various types of insurance policies like life
insurance, general insurance and health insurance, etc. Each of the policies
is designed to serve a specific purpose and specific category of persons.
Therefore, adequate exercise should be done before choosing any of the
available policies.

Consumer Rights’ Protection: Consumer rights’ protection is the practice
of safeguarding buyers of goods and services against unfair practices in the
market.

11.8 SOME USEFUL BOOKS/ARTICLES/LINKS

1. https//www.investopedia.com

2. https//www.canarahsbclife.com

11.9 ANSWERS TO CHECK YOUR PROGRESS
EXERCISES

Check your Progress 1

1 See Sections 11.1

2 See Section 11.2 and Sub-Section 11.2.1
3. See Section 11.2.2

4 Refer Section 11.2.1
5 Refer Section 11.2.3
Check your Progress 2

1. See Section 11.3

2 See Section 11.3

3. See Section 11.4

4 See Section 11.5



