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Einanciall Educationtand Econemic Development

Enhancement off aggregate household savings
s India’s savings rate Is 29.1% off GDP.

Decline n cost of capital

Roele of fimancial education in chianging
Behavieur:

Allecating savings Into productiver assets

» India is largest importer and consumer off Gold

n I the last 25 years in India; return: on;geld was 54
tImes whereas equity, market gave 129 times: return.
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EiencIaINECUCABRENEIENEXPENENCE

EinanciallEducation: Indian EXpEnEnce

Nearly a guarter of India’s; earming pepulation de net by,
themselves save'any moeney.in fermal or traditional
financiallinstruments.

Overall; the mest repeated reason fior saving was for the
Secunty of the family (55.4%) fellewed by fulfilling
education| reguirements; (42.6%), marriage oi children
(86.6%0) and finally, old age security (31.5%)

Nearly /2% oi: the respondents did net consult anybody:
Thoese who didf usually: went to; their friends/peer groups
(A7.2%).

(‘Source ADBISurvey 2004: AnfAllfndias Survey: havingisample size 6141940 -hoth urlbaniand rural)
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EinanciallEducation: Indian EXPENEnce

58% of the respondents save in saving bank
accounts . 6% had a fixed depesit while 11% had
a recurrent deposit.

Majority banked withi public Sector institutions
Including Pest Ofifice banks and Cooperative: hanks

Overall, penetration of private hanks (demestic or
lereign) ameng sample respendents was only 7%
and 4% in urban and rural areas respectively.

Selfi— helprgreups do enjoy: greater acceptability,
especially i rural India

EinanciallEduication: Indian EXPENENcE

Over 50%, aware of the current value of their
investments, only 19% were aware of the current
inflation rate.

Over 50% did net have a clear idea ofi the concept
of Inflation at all

Over 80% of the respondents Were under the false
noetien| that gevernment guarantees; full depoesits in
any nationalisedt hank wheni presently, 1t isionly: up
to Rs.100,000.

17% of the respondents had faced seme sort of
financial fraud' i their lives.




ROIE GIRREMUIAIONS

ReJE eifReguliaiers

Use of retall chain to inculcate saving habits in

financial Instruments

Infermation sharing ameng financial Insututions
Making available reseurces for financialleducation
campaign

Making| standards for infermation dissemination-
pPenchmarking| It with' best practices

Encoeuraging role of Selff Regulatory Organizations
(SROs) 10




ISSues ancicizllENgES

ISsuies andichiallenges

Heterogeneous groups and geographical spread/reach
Segmentation of petential savers and investors
Generic education \V/s. product selling

Conflict ofi interest: Role of fimancial advisers
Standarndization Vs. custemization

Costs

Effectiveness of Financial Education campaign




SUmmean

Einancial education is impoertant te make
cChanges i savings, behavieur

EVery countii/ needs diffierent strategy-
rele ofi financiallintermedianes hiave. to; it
Inte these strategy.

Indian financial nstitutions; and Regulatoers
are fully  gearedito convert the huge
challenge' into epportunity
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