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Introduction

Like it or not, life and money are indistinguishably linked,
it is what makes the world go round. This is because money
is the most common and direct medium of exchange. And
while school is an age where we build our attitudes and
behaviors for life, the topic on money is hardly covered.
Unless discussed at home, an individual only encounters
the various applications of his earnings, only later in life, in
discussions with friends, office colleagues or employers.

We are a country of millennials'®, and while the vast
majority is far more educated, technologically savvy and
ambitious than the previous generation, they are lacking in
an area that their parents excelled in—money management.
A recent Morgan Stanley survey reports that an astounding
84% of India’s millennials already own a smart phone, are
looking to own a car and are spearheading growth in the
‘credit sector’' —meaning they are ready to get into debt
to get what they want. This draws the spotlight beyond
the economic transformation they are poised to bring, to
some dark truths: that many young people in urban India
are finding themselves deeply entrenched in debt, without
money for rent or food because of the ways in which they
mismanage their money [1]. The project addresses the need
for managing finances and lays out an understanding of the
available options in India. While career advice is important
for the new graduates, money advice does play an equally
important role. Managing finances is not about working
for a salary, being frugal about spending or running after
money. The key to the whole idea is to be rich by examining
one’s wants and living life in the now without spending the
savings that are would be needed for tomorrow.

PROJECT 3: PERSONAL FINANCE

l!Millennials, the population group between
18 and 35 years of age, are the chief wage
earners in India with a 47% share in the
working age population. Generation Y
(millennials) is accounting for nearly half of
the working age population in India.

www.livemint.com report
Published: Tue, Feb 20 2018.
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Primary study

As we graduate, and prepare for another chapter in our
lives, our dreams and goals, surface as a reminder. Because
life and money are inextricably linked whether we like it or
not, we need to be competent in making sound financial
decisions, in order to realize these goals. Knowing, what
financial milestones to hit when will help one ensure that
we don't have to scramble for any of them. Most people
when they’re getting into the workforce or out of college
don’t look at their overall financial picture. One needs to
acknowledge their long term and short term goals [2].
There’s a saying that, ‘stress is the difference between
where you are and where you would like to be’ If that’s the
case there are a lot of people still trying to get to where they
would like to be when it comes to their finances [3]. It is
not right to assume that most earning individuals should
be able to handle their finances and teach themselves how
to save, invest and deal with other important aspects of
financial planning. There are simply far too many important
parts of our lives that finances can affect if we don't know
what we are doing. It’s never going to be possible to help
everyone, but I think there needs to be a better way to
educate people about their finances, so that they can help
themselves when the need arises. Too many people are on
their own when it comes to making financial decisions [3].
Like starting a new workout regimen, saving money must
be a lifestyle you're completely committed to in order to be
effective. So, the first step to saving money is making the
decision to do so. That way, when you're enticed by that sale
at the mall or a nice dinner, you’ll have a clearly defined
reason to say “no.” [4]. On the outside, Indian millennials
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look like they've got it all figured out. However, if they don’t
learn to manage their finances and plan prudently for their
futures, their dreams run the risk of becoming nightmares.
It’s never too early to start thinking about the next 10 or 20
years, or even retirement. And it is never too late to learn
how to manage your money [1]. The importance of teaching
financial concepts like inflation or loans to young people,

is that they start getting serious about money sooner. One
needs to learn how to estimate their future expenses, set
goals, and work towards it in a disciplined manner.

Each individual’s personal finance situation is
different. That’s what makes it personal. And yet managing
it is not rocket science. One doesn’t need to be an expert on
the subject, the goal is to be aware of your financial situation
and gain knowledge on some basic finance concepts in
order to develop better habits. The subject contains a lot of
jargon and hence can be hard to understand as there are
no personal finance classes in high school or college. After
graduation, most young adults will move to a new place,
start a new job, and start paying back student loans, start
paying for rent and daily necessities. This can come as a
financial discomfort for those who haven't had to worry
about money much in their lives. Once you start earning
and owing money, it is crucial to learn the lessons that you
may have missed out on earlier in life.

In order to gauge the understanding, related to
money matters, of the youth, soon to enter the workforce,

a primary research was done with the current batch of final
year M. Des students from IDC and some final year B. Arch
students. A total of 31 students participated in the survey.



Q1: What are your immediate plans for the salary/
remuneration you are to receive? (31 responses)

« 35.5% (11 people) answered: Saving up for something
big. (Been waiting for a sizable saving to afford this)

* 29% (9 people) answered: Save as much to quit
working sooner. (May hay while the sun shines)

« 22.6% (7 people) answered: Pay off old debts/ loans.
(Thank you supporting my student life)

+ 6.5% (2 people) answered: Make more money. (I want
to build an empire!)

* 3.2% (1 person) answered: Buying bullet

« 3.2% (1 person) answered: Spend, without blowing up.

« 0% (none) answered: Spend, spend, spend.
(Finally some indulgence!)

INSIGHT: As the survey was conducted among student who
are not earning a salary and are either on allowance given
by parent, T.A. money earned or both, which in most cases
would be less than a salary earned. More than 40% are
anticipating their first cheques. A little less than a third are
already thinking about saving for an early retirement and
the rest plan to clear their debts first.

ASSUMPTION: Considering inflation and relocating
expenses, there will be little savings, if any. It is assumed
that the first salaries would be saved up to afford something
that might have become their goal while at school.
Although the answers vary, there is an inclination towards
saving and clearing debt.

PROJECT 3: PERSONAL FINANCE
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Q2: Do you invest your money other than saving in a
bank? (31 responses)

* 58.1% (18 people) answered: NO
« 41.9% (13 people) answered: YES

INSIGHT: More than half the responses were negative,
showing that there is a need to inform about other available
options and that the earlier they start saving, the better it
will work for them.

ASSUMPTION: The government has recent made it
mandatory and easy for every individual to have a bank
account, so it is unlikely for anyone to not have an account.
The general understanding is that there is interest given

on saving in a bank and that should suffice. The different
options available for investment, is a topic that usually gets
discussed at a workplace.

Q3: Which of these financial products have you heard of?
(31 responses)

« FD - 90.3% (28 people)

« PPF - 80.6% (25 people)

o EPF - 32.3% (10 people)

« ULIP - 0% (none)

« ELSS - 0% (none)

« NPS - 6.5% (2 people)

« I don’t know any - 3.2% (1 person)



« Mutual funds - 3.2% (I person)
« RD: better for students with TA - 3.2% (1 person)

INSIGHT: I used abbreviations as most schemes are better
known in their abbreviated form. Fixed deposits and PPFs
are linked to banks and promoted by the bank, hence it

is understood that most people would be aware of them
regardless of whether they opt for a fixed deposit scheme.

ASSUMPTION: The numbers suggest that most individuals
haven't taken an initiative to search for options other

than what the banks provide. This can be due to general
procrastination or not being a part of discussions related
to money matters. There are common investment product
terms that are advertised and it can be assumed that people
would have heard about them but are not aware on how
they function.

Q4: Select the reason most likely to you (regarding
managing your finances) (31 responses)

« 51.6% (16 people) answered: Don’t have enough money
+ 29.9% (9 people) answered: I can’t understand it

« 9.7% (3 people) answered: Don’t have enough time

¢ 9.7% (3 people) answered: I am young, I'll do it later

¢+ 0% (none) answered: I don’t need it

INSIGHT: The question is a follow up to support the
argument that most individuals procrastinate when it comes

PROJECT 3: PERSONAL FINANCE

5



16

to dealing with their finances. This can be due to the fact
that these concepts are hard to comprehend or are not
available unless sought for. There is a definite requirement
for a solution as there was no one who claimed that they did
not find a need to manage their finances.

ASSUMPTION: As all the individuals are students, the
scarcity of money would be an obvious answer. The other
reasons could be the inability to understand the concept
and would require time to practice. There is a general
thinking that managing money is usually done when

one is older and has enough to manage. Steps towards
understanding and planning would then be taken. But the
amount of money or age should not be the prerequisite for
learning money management as it is a habit that needs to be
grown into.

Q5: Imagine that you get the same salary for one year, at
the end of one year the inflation stays at X percent how
much will you be able to buy? (28 responses)

+39.3% (11 people) answered: Less than what you can
buy today

* 28.6% (8 people) answered: Don't know

¢ 21.4% (6 people) answered: It depends on the types of
things that they want to buy

« 7.1% (2 people) answered: The same amount

* 3.6% (1 person) answered: More with their share of
the money than they could today



INSIGHT: The question was asked to get an understanding if
the students are aware of the concept of inflation. Less than
40% answered correctly. Almost one third did not answer
and the rest answered incorrectly. Though there was not
much math involved, it seems that the concept of inflation
although heard of is not a topic of discussion.

ASSUMPTIONS: It can be assumed that most are not
inclined to make connections with a general observation
and think of the question as a problem to be calculated and
hence refused to answer. As they survey individuals are
students and not actively participating in monthly expenses,
this question could not necessarily be discussed.

Q6: Let us suppose that over the next 10 years the prices
of the things you buy double. If your income also doubles,
will you be able to buy less than you can buy today, the
same as you can buy today, or more than you can buy
today? (30 responses)

« 43.3% (13 people) answered: The same
« 43.3% (13 people) answered: Less

+ 6.7% (2 people) answered: More

« 6.7% (2 people) answered: Don’t know

INSIGHT: The question is a follow up to support the
argument that the concept of inflation although heard
is not clear to most individuals. Only around 40% of the
individuals surveyed responded correctly.

PROJECT 3: PERSONAL FINANCE
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ASSUMPTION: The question is similar to the prior question.
The nature of the question is simpler and hence received
more responses, although the correct responses are similar
in number.

Q7: Suppose you had 1000 rupees in a savings account and
the bank adds 10 percent per year to the account. How
much money would you have in the account after five
years if you did not remove any money from the account?
(30 responses)

* 63.3% (19 people) answered: More than 1500
* 23.3% (7 people) answered: Exactly 1500

* 6.7% (2 people) answered: Less than 1500

* 6.7% (2 people) answered: Don't know

INSIGHT: The question was asked to get an understanding if
the students are aware of the concept of compound interest.
The answer demanded a rough estimate and not a clear
figure as it would have made people ignore the question due
to the nature of it becoming a math problem. More than
60% people answered correctly and only 30% are not aware
of the concept of compound interest.

ASSUMPTION: People may not be certain about the exact
calculation for compounding interest, but have a fair idea
that compounding results in more interest than simple
interest. The individuals who answered incorrectly may not
have understood how compound interest is calculated.



Q8: What part on money matters would you like my
project to help you out with? (31 responses)

* 71% (22 people) answered: How do I make more
money (investment to get retire rich)

+ 58.1% (18 people) answered: How can I help my
family financially (insurance and dealing with
unexpected expenses)

* 54.8% (17 people) answered: How can I save Tax (a
huge percent of my hard earned money will go to
the government)

* 41.9% (13 people) answered: How do I Budget this
salary I get (I don’t want to keep waiting for payday)

* 3.2% (1 person) answered: Other — accumulating
finances better. Information about loans and
managing them.

INSIGHT: The question was asked to get an understanding
of what the target group was keen on learning from my
project. Everyone wants to be rich, yet there is a need for
learning about investment and insurance products.

ASSUMPTION: Although getting rich is the goal, the
individuals are not aware about the need for budgeting.
There is a need to approach money management step by
step and the book will help with this process.

PROJECT 3: PERSONAL FINANCE
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INVESTMENT ADVISER:
There are endless books available on this topic which
are extremely valuable. As part of my project and an
opportunity to learn about money management, I began
scanning useful links for the right knowledge in simple
terms, but speaking with an adviser was the best way to
get a direction on this subject. So, as a part of my primary
research, I sought the help of an investment adviser,
Mr. Lloyd Rego, who completed his Masters in Business
Administration from UK and currently assists people in
managing their finances. He interacts with people of a
varied age group, some in their early twenties, who are
usually not affluent with money but have an advantage
with time that can benefit their investments, to a few senior
citizens who have enough for their lifetime, but are usually
short on time.

With his experience in the field, Lloyd tells me that
a large number of people are still unaware of many basic
investment vehicles and still stick to products they are
comfortable with. Most decisions about finances happen
with the family and most families cling onto money
management practices that they have grown up seeing and
are comfortable with. People seek his advice mostly when
they are in immediate need of making and investment
decision and are mostly interested in the returns. He tells
me that there is a need for understanding why investments
are to be done and to make sound decisions. Knowing
where you stand financially at the present and drawing
up your plan for the future needs to be done so that
arrangements can be made for the same. This he says



should happen as soon as one is introduced to money.

As kids too, we are acquainted with what money can

buy and how to accumulate a size-able sum in order to
purchase bigger things. Yet, there is no formal education in
managing finances or the understanding of why it needs to
be done. Habits with respect to money are developed from
a young age and are difficult to change as one gets older.
Younger people get curious only when they are exposed to
discussion of money, usually when they start working. This
kind of exposure is not in-depth and decisions made based
on knowledge received like this is not advisable. A lot of
people are ignorant about the concept of compounding and
the commitment aspect of money management and hence
end up losing a substantial sum.

The habit of managing one’s finances needs to
develop at an early age. The common perception is that
managing finances is for older people and for retirement.
Managing money is a habit and it gets difficult to change
habits as you get older and used to a certain lifestyle. The
idea of managing one’s finances is not about sacrifice and
deprivation; it'’s about living smarter, so that you can afford
to live the life that you want to live—the life that you dream
of living. In order to keep the task simple and effective
one needs to be aware of the steps leading to managing
money and investing for a future. As each person’s financial
situation and plan is unique, the same formula cannot be
generally applied to all. He lays out an outline on which one
can build their understanding of choices. The project looks
at explaining these steps and serves as a guide to help an
individual start considering their financial decisions.

PROJECT 3: PERSONAL FINANCE
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Secondary study

An ICICI Lombard study stated millennials, on average,
spend 69% of their salaries every month. Meanwhile, State
Bank of India alone collected a whopping 31,772 crore

in 2017 by way of penalties levied on savings accounts

that did not maintain minimum balance. How many of
them are millennials? [1] India is expected to become the
youngest country by 2022, with an average age of 29. Being
the largest generation in history, millennials have become
the juggernaut that can wield immense influence on the
way businesses are run. It becomes extremely important

to understand their buying preferences. The buying trend
is quickly shifting from ownership to access. A report

by Goldman Sachs says we are fast moving towards a
‘sharing economy. [9] Although they have frequently been
labeled as materialistic, spoiled and saddled with a sense
of entitlement, many Millennials feel that they will not be
able to achieve material goals like finding their dream job,
buying a house or retiring until much later in their lives
than their parents did. Paying off student loan debt has
become increasingly difficult for many who are struggling
with unemployment and low-paying jobs. [10] Corporate
firms have young employees who are determined to pursue
an MBA or a master’s degree abroad, but most of them have
no idea how expensive these degrees are and how much
more expensive they were going to be in the coming years.
Education inflation is 10%, which means the cost of not
only the course, but also the associated expenses are going
to be 10% more expensive every year. Is all this accounted
for? [10]In order to get an understanding for the need of a
personal finance handbook for youth, I examined research

PROJECT 3: PERSONAL FINANCE
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findings, on financial literacy and need for understanding
personal finances, from around the world and research
conducted in India.

FINANCIAL LITERACY

Financial capability and financial literacy is “the capacity,
based on knowledge, skills, and access, to manage financial
resources effectively” Financial capability is knowing how
to spend wisely, manage credit, and plan for the future.
Financial capability is an effective way to help youth,

no matter their circumstances, avoid common financial
vulnerabilities and build economic stability. [11] We live in
a world where financial decisions are becoming increasingly
complex, and where ways of accessing financial products
and services are multiplying rapidly. People need a wide
range of skills and knowledge to make informed choices
and to manage the risks involved [4]. India is home to
17.5% of the world’s population but nearly 76% of its adult
population does not understand even the basic financial
concepts. In India, there are also certain erroneous beliefs
associated with financial literacy, the most common

being the myth that one who is ‘literate’ or ‘rich’ is also
‘financially literate’ Lack of basic financial understanding
leads to unproductive investment decisions. It is a myth
that financial literacy is more important for adults. We

can achieve the desired results from financial literacy only
when we start educating our children. Like many other
provocative topics, money is something that kids hear
about outside homes as well, which exposes them to wrong
perceptions [5]. There is widespread agreement on the



importance of financial literacy education and on many of

the key topics that should be included. The development of
core competencies for financial literacy continues to be the
focus of research around the world [4].

As per experts, the following is a compilation
of research topics that need to be covered in financial
education programs:

The concepts of income, money, earning, saving,
spending, investing, budgeting, credit and borrowing, risks
and rewards, compound interest, pensions, insurance, taxes,
and planning ahead; How the financial system works; The
difference between wants and needs; Consumer awareness
and advertising; Fraud and its consequences; Future
consequences of financial decisions; How to plan for life
after high school.

Youth should be educated about finances early in life
and at pivotal points in their development and financial
lives. Having a higher financial literacy early in life is
associated with:

o less credit card debt,
« higher savings rates,
« fewer personal bankruptcies.

As they approach high school graduation, students
and their caregivers will make important decisions about
whether to pursue higher education and if so, how to face
the reality of paying for it. Additionally, youth who do not
attend college or trade school directly after high school
will more quickly face financial responsibilities as adults.

PROJECT 3: PERSONAL FINANCE

25



26

These early choices can have a long-lasting impact on their
financial well-being. [11]

Various agencies have come up with learning
resources on financial literacy for children in India.
The following are some of them:

Project Financial Literacy of RBI

The Reserve Bank of India has undertaken a project
titled “Project Financial Literacy”. The Objective of the
project is to disseminate information regarding the central
bank and general banking concepts to various target groups,
including, school and college going children, women, rural
and urban poor, defense personnel and senior citizens.
The project has been designed to be implemented in two
modules, one module familiarizes users with the role and
functions of the Reserve Bank of India; and through the
other module, users are introduced to banking concepts.

Personal Finance - Reading Material from National
Council of Educational Research and Training (NCERT)
This resource includes several modules such as

Financial Plan, Budgeting, Managing your money,
Financing Assets, Protection of Assets, Investing Money,
Retirement planning, Taxes and you and career planning.

Pocket Money workbook -
The Students guide to money

Pocket Money is Securities and Exchange Board of
India (SEBI) and National Institute of Securities Markets
(NISM’s) flagship program aimed at increasing financial



literacy among school students. The objective is to help
school students understand the value of money and the
importance of saving, investing and financial planning.

Financial education for school children

This resource was developed by National Stock
Exchange (NSE) under the guidance of the Advisory
Committee for the Investor Protection and Education Fund
(IPEF) of Securities Exchange Board of India (SEBI). The
resource covers sessions on Money matters, Budgeting,
Investments and Stock market. The resource is available in

English and Hindi

Introduction to Retirement Planning for
School Students

This resource explains about retirement, retirement
planning and pension. The resource material is developed
by Pension Fund Regulatory & Development Authority.

Commodity Futures Market for School Students

This resource briefly explains about Commodity
Futures Market, Forward Contracts, and Regulation of
commodity futures market in India and Major commodities
in which futures trading is being conducted in India.

Material on Insurance for children

The resource material developed by Insurance
Regulatory and Development Authority (IRDA) is available
as comic strips and videos. It explains about basics of
insurance, ULIP, motor and health insurance, etc.

PROJECT 3: PERSONAL FINANCE
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PERSONAL FINANCE

The Instagram effect can bring financial ruin. The New York
Post published an article of a 26-year-old who racked up
thousands of dollars in debt trying to achieve social stardom
[1]. Although the story is out of the US, the situation

is not that subtle back home. We are seeing a culture of
aspirational spending, which is reinforced by pop culture
figures. The end result: young people collecting steep credit
card dues and having empty bank accounts [1]. As we enter
our 20’s and 30’s and start to take over the, we are turning
the world into a radically different place. We have our own
thoughts about careers, families, and values [6]. Most of
these folks do okay, month to month, says Walker of young
couples. But the problem comes when an unexpected
expense hits the same month they have a low income.
“That’s when they get caught in the vise” [7] A study shows
that couples who concentrate on meeting the needs of each
other are less likely to find friction related to money, even if
some other frictions exist in their lives [7].

As one gets older, they may want to start preparing for
their future. They should probably know well the benefits
and drawbacks of various investment strategies. They’ll also
need to start learning how to file taxes as you potentially
start owning properties and other financial investments.
That doesn’t happen overnight. In fact, they could spend
an entire lifetime learning how to be financially adept and
still not know everything. If one commit to the same social
obligations that they’ve had since college, where they had
none of those things to worry about, it just won't be possible
to succeed within the time constraints that come with being



a working professional. [8] The benefits of saving early are
immense and millennials must work to make sure their
first ‘expense’ at the beginning of the month is savings.

[1] Financial literacy and financial stability are two key
aspects of an efficient economy. Financial literacy enhances
individuals’ ability to ensure economic security for their
families. In India, on one hand, there is a need to reach out
to lower income groups and economically weaker sections,
and on the other, to millennials who are hyper-connected
and require tailor-made financial products but have limited
awareness of the possible financial solutions.[5] It’s never
too early to start thinking about the next 10 or 20 years,

or even retirement. And it is never too late to learn how to
manage your money.[1]

Trying to understand personal finance can be
intimidating — especially when one is just starting to
manage their own money. Sometimes, it seems like all that
can be done is just to pay your rent every month - let alone
worry about budgeting or retirement savings. And with so
many ways to approach personal finances and so much of
information out there, it can be very overwhelming. But in
order to get started off on the right foot, it’s important for
one to understand the basics. While personal finance is a
complex topic, there are four important things that should
be in focus when it comes to managing your money -
possibly for the first time. These four things are budgeting,
savings, debt, and insurance. [13]

PROJECT 3: PERSONAL FINANCE
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There are a number of books on the subject already.
For my study and approach on the subject, the following are
the books that I referred to:

The richest man in Babylon by George Clason

Considered as a modern-day classic, this bestseller
uses “Babylonian parables,” to explain and offer solutions
to present day personal finance. Although the language
is as that used in biblical times, the stories paint a picture
that mimics present day issues. The solutions offered are
timeless, simple to understand and implement if one is
willing. The book is fun to read, thought provoking and
very inspiring.

| Want More Pizza: Real World Money Skills for High
School, College, and Beyond by Steve Burkholder

Specifically for young adults, this book states some
financial basics in a clear and easy to follow manner. The
author uses real world examples and illustrates how to save
money, invest it and use it wisely and how to avoid debt.
The chapters are well organized and guide you with the task
of dealing with your finances. The book is an interesting
and easy read for youngsters.



Medium and Audience

The feeling is liberating when you don't have to depend

on money your parents give you. But, when it comes to
understanding how to handle money, figuring out where to
start can be fairly overwhelming. Transitioning from school
life into the professional space comes with its own set of
challenges and conditioning. Working eight or more hours
each day takes some getting used to, eating well, get enough
sleep and making time for yourself, are some of the habits
one needs to work on. For most new professionals who

are used to living on a college student budget, seeing that
huge amount on their first salaried paycheck seems like an
invitation to do all the things they couldn't afford in school.
Along with this freedom to purchase, come matters of rent,
bills, sudden expenses and paying back loans that need to
find a balance. Managing real life expenses and trying to
save for your long-term financial goals are difficult tasks for
most people, not just college students. Getting into the habit
of being a responsible adult at a young age will help lay the
foundation for a secure future.

When in your twenties, you want easy-to-read books
that will acquaint you with the foundations of investing,
the need to budget for major purchases down the road, and
understanding the concepts relating to the different facets
of money matters. The project is presented in the form of
a handbook. The handbook serves as an aid on matters
dealing with personal finance. We hear a lot about the
importance of goal-setting but most of us don’t have clear
and measurable goals to work toward. The handbook is not
to only dispense information, but function as a personal
account on the journey towards managing of one’s finances.
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Structure of the Book

The contents of the book were laid out and arranged such
that there is a progression from knowing yourself financially
to helping yourself with different aspects of money matters.
The contents are structured as follows.

Chapter 1: YOU

Introduction.

Where you are: SCHOOL, PROFESSIONAL, RETIRED...
Are you: DEPENDENT, INDEPENDENT, SUPPORTING...

Chapter 2: MILESTONES

Introduction.

Where you want to be: OWN A CAR, TRAVEL, RETIRE...
Will you be: DEPENDENT, STABLE, SUPPORTING ...

Chapter 3: BUDGET
Introduction.

Track your expenses.

Adjust your habits if necessary.
The Six Golden Buckets

Make a budget.

Chapter 4: SAVINGS

Introduction.

Map your progress.

Understanding the power of compound interest.
The 7 Cures for a lean purse.



Chapter 5: INVEST

Introduction.

Difference between saving and investing.

The financial planning pyramid.

Factors of investments: RETURN, RISK and LIQUIDITY
Types of investments.

Chapter 6: INSURANCE
Introduction.

Why do you need insurance.
Types of insurance.

Chapter 7: LOANS
Introduction.

Types of loans.

Criteria for loan approval
Understanding EMIL.

Chapter 8: TAX

Introduction.

Types of taxes.

How to calculate taxable income.
Income tax returns.

Chapter 9: INFLATION

Introduction.
Understanding inflation.

GLOSSARY
REFERENCE
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Exploration

The book is designed as a handbook. The size is A5 portrait
for the pages. The intention is that the users would make
notes and map their progress in the book itself. The pages
are designed to give enough space for the reader to enter
notes, fill in the exercises and colour in their goals.

EXPLORATION 1:

In the first iteration, the booked layout is text heavy with
little space for the reader to fill in. The information content
and the activities are laid out according to the structure of
the book. The illustrations needed to have a continuity in
style. Following are the some of the pages of iteration 1:

I DEPENDENT — your financial needs are
supportd by ile aid of athers, Prividéd
with the casentials like food or a hame.

g STABLE - you are sell-sspporting
S=———tinancially, with a buffer amaoum for
unespeeied evens,

SUPPORTING - you give a regular amount
S oy ax 2id to others ensuring their
needs ane met.

S 1 PENGENT - you have craugh wealih
w live on withoat working. Your amets
gemerate an income thas is at Jeast equal
o yoar expenses.

#2: MILESTONES

Everyone has goals. Bun thsere's a huge gap berween huving
sk and accomplishing them. The act of writing dawn your
gaaks plays an imporsant part in casing 1his g2p.

Here we are talking about goaks, ofien desermined by their
spectfic furure financial needs. Not all financial goals are the
same, which they shouldn' e
the same way. Deperding on your circumstances, same goals
might take longer to reach than others. Dan't juse make 2
‘mental note of the things you want to finance, but write these

-
| 1 | |

il

Searing chear goals can metivate you 1o ke acticn, focus an
whiat's iporant snd seer clear of overspend ing, SpE o
Eoals into ihree canegorics: shart-, medium- and long-tenn
goaly, Hese are 2 Bew ways. 1o idertify your goals:

SHORT TERM GOALS - maore immediare
expenses, generally within @ few mansts
OF years. ¢ saving 107 a vacation payng
down Student inans o Lewry purchases ke
‘anew plece of furniiure

MID TERM GOALS - fall between shart-
term amd long-verm goals, and tend o
take a few years io reach. &g buying s new
‘car ov saving for @ down paymen | for a rouse.

LOMG TERM GOALS — are usually your
brig-picture costs, These goals may take
several years or even decades w reach,
e waving for retiverment or purying for your
£ty pefucation

10 REACH

mEGOAL
GET out
oF BEDZ_

#3: BUDGET

’
Let's Spend!
Greasirg 3 spending plan. for your money, ensuses that you
will always have enaugh money for all the things you need.
e of ihe 1wughes: aspeas shour making 2 budges is,
separatinyg your wants from yoar needs. Somerimes, aus wints
are so pawerful that we can't imagine living without them.
Like having a coakie - a cookic is a want, no  need, no masicy
how much yoa love it
Wit chowwn your wants and neecs.
Ask these questions ¥ you need help.
- Can e withau this?
+ G werk without this?
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W emtirely Lo ey 10 blow & bianch of monty o6 4 nﬂ!
ot with fricnds, & mmuwm
have found «my«l

wen, then. you cam dcfnaely beackt. from
tracking.

A month is ideal as mowt bils are due momihly. Tracking for
‘more than 2 monsh can help you gauge scenarios tha could
play out over a year.

MNote down your monthly Spendng 8s ey

your case of we Caoed sheet, mobis 200,

diry fyou coudd start here )

INCOME | EXPENSE

Teaved| Foob | BILLS| FUN | STUFF

,' NECCSSTIES
Fun CHARITY

i 5 aes ot your
EURONEES WragkDe

Fuas: their own priarities and should draw L & budget Based on it Mo
matter how you s 3 AWNg. youYe EOIg 40 be making deciions
a0out what you do with your ncome. Most of us donY make Mose
dectsions consciously We eam 30 spend The Goiden Buckets &5 2
maney management sysfem ihat you draw up 83 help you ook at
your expenses hefore you make tham

The Buckets

[

lrrvestenet buckst — (10%]
&l this buckes with 10% of all you earn and inves
i property with the help of a proper financial
advivor and never spend it

‘Spending bucket - 10%)
this is for buying things. 105 of what yoa earm
goes inuo this account and when you have
enough spend ix. spend oly when you have &

[Education becket - (10%)
Toeep re-investing in yoursel,. because there is
ahways new things to learn. 10% of yoar earmings
should go towards bearming

Necessities ket — (S5%)
wou mary have 1o leamn 1o live on 55% of your
‘ﬁ“‘ﬁm iy e 1o leknn v
Mrllkwmeneulm

Fun buchet - [10%)
because vou moed 1o have fun, 100 of the money
o mike meedh 10 be spent on fun. and you
s spend this ameura, have fun®

ket - (5%)
mmlmmh-.na(mmmpn
ineo this bucker, 0 tha you abwarys have money

10 give back and when there & 2 need

(These % are fo be considensd bassd on your st
tax income)

Apant from the regulsr savings accounts, folowsng e some of the
alabie 3¢

This savings acooent
v ks R0,
of 2

it scoount

AT A

By & i ) sl Nt el INSaniect i 0 ABMCSDAE 10
his dciat

Tty
v By & PrSan who & aged ovr 60 1ars of age. Thids 3.2

hoider of the account, whilc fhe parent or guardian is. e primeny
foides This type may be sot

Salary Acoount: 11k is 8 special fype of savings accawn in which,

& ssiwy scoound may heve alher benefis as well

The i cpering batance for s sevings

T e i which irernsd & calcodsind i
o sy accoun] i ussaly ¢ e e of
S P i v S il aiffers 85 o0
5 depekits ik Ve Bank REL Bank and
Motak Bank offer 6%

e A
Seven Cunes Fon a Lfean Punse

1
Shart thy purss to Lattanring
pay yoursalf ar ksast 10% of your incoma

Ut BCH 0N ENNIEOESEATY ENDONSES.
m

Makie thy gold multiphy
Put ot monsy 10 work
w

Guad thy treasures from koss.
e caustious sbout what you inves? in
L

M of thy dweling a profitable nvestment
VouT home masy appreciate in vk over time
v

fevsure s huture income
S your e T 50 TR e et NG Yt sy Y yous s 8
st of kb FCome Bhat o Can e on
v

Incrazes iy sbdity bo usm
ot s v @t il el wecaoke B o i

The Richest K e Batydon oy Omoge S Gl iy st 205
of e basic oy clisic, ehs

affers o~ and a soktion to
— your persanal fiRances that wil guide you thiough 2 Metime. Ths
ook with the Cures for kean purses’ has been termed 3 guide o
financial understanding.

CHAP LR RAME

#O1

idea than d b ours to
keep, but émmﬂflhkhﬂkuzﬂhﬂglﬂwnnﬂﬂd
to pay far in cveryday life. We have bills to pay, food 1o buy,
cloching 10 purchase, rens for a place to live in etr. Much of
what wr carm is ot ouns 1o keep, 1 we really want 1o suceeed,
however, we mu: nealize that a pan of all we eam is ours o
keep, and that we mus: pay oursehves firse
mmmum;mmmdem-umrhnm

lumnn.unlm;ll.ilﬂepﬁlllhﬂ.l!sﬂ!ndm
the saved maney into financial products, with a view of eam-
> S PiReH

ing profits.
Tovestment. Bt could be anything, ie. money, time, effors or
otler resources that you exchange 1o carm sewurns in fsture.
W-dmmmmmm-manwm it will grow
a it i

“A part of all you earn is YOLLRS to keep”

- Beonge Clason

mmmmmunm-mdqu

Yosing the hard d memey. mg
provides higher returns than savings, as there is 2 noménal
rave of interest an savings. On the ober hand, you have access
10 your savings amytime, bus in the case of investment you
cannot have exsy access 10 money becasse the process of
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EXPLORATION 2:

In the second iteration, the book layout is more spaced out
with the pages designed as a spread, as the book would

be read, rather than individual pages. An illustration style
is worked out to be followed throughout the book. The
activity pages are laid out to give the reader more space

to be able to comfortably make notes in the way they are
used to. Quotes are used as breaks in the text matter and
information bubbles are used to grab attention of the

user, who is most likely to have a shorter attention span.
Following are the some of the pages of iteration 2:

Hayl

You wmong mos people aleeady have an
adwamiage! Yom have Bme on your side! You will
the chepiers. For all the

akw: kr,

SHVING

e math i simple in ceder m sve money, you
weol 10 n whas you cam, But, the

caich i, e farw, then spe

Like warting a new dies, savieg money mus b
a choice you are commitied o in order for i 1o
ke effective. Same people find it eavier when it
fan't & conschous dechicn.

Fave thelr bank

maney inice an accoem G A 2
k is deposited. If you don't
g enough, yo won't

ven wee thar
e comden
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This 4 ehe o yous shacuskd uike usbersand i it will r P i_h-imunmnmnmmm
mwuqmlmu\.muu-@mnu S asothaer 10 sccomdisg 10 the selative wbery of differen investment, Bonom o the
The amount you will receive slter 20 yru will be: puram) comgrses of the low risk inveaments, progeively smalles
Compounding & e proces of earning OO0 120N Ra ISEEOEO portions ase used for growsh and greater recerna and the apex & for
il . well R 480,000 peculaat ¥ gren ik
imneren. Time ewers the greses influmce i The inseress exrmed over 0 yrs &
1 aking i azoTes =R L2060
fieance the SPECULATIVE
e Woedy it s than you would end up: making The amaunt you will recerve afier 30y will be
more money. L e N T
“Foual ammoun mvesed: Ra. 730,000 s
s e Sappene: o imend w i B 2000 ger “The imerest carned over 31 ym GROWTH
mnonsh for 100 yran 8 an Emores e of 10 and AI0348 - LOOOUTII0 ~ Ry,
the comproesding iy anmual.
The amount yom will receive afier 1 yr will be
RED0XIIA-ALI0 - e
Tonsl srracess mvrand; e 24000 INCOME
T The imieerst carnod over B yo iv Voo s b g 1wl £k 90 ot bl i
420748 - (200021240 - Reu 180,748 o iz, arm b g 26 —
/’"_’_—‘——_._._.--.—
T L
INCOME PROTECTION
—_ -
//
// the femncla’ myemmid & s
e — ‘_,--"' o A
e — o easdis e
— —— o b urerianties
T L T
Amount 1o repay: hmnmmmnuﬂ:nwu w
ammeum and pay e D s the fewmnula.
it back i Emnlimenns.
Formeda: EWN (8RR o800 180 - 1)
Wiheere: A - Loan amouns
common e A1 the mme of R = Interes e
caking a boam, we: ape shown: the EMI aruoure i W Daraion
a imanner. B s groonlly an unegual
8- Suppoue you bve saken a Joan of fs 50 lakh
10,53 anevinl imeves for 0 yeare.
Principsl repayment. 4 of your EMI A Re. 590.00.000 Py up!

e e B

=

e VT T T Do AN o S LS s B SR ATt ALY

T AT =R Moy A T

N 17 7 4D montis

Vs wepstion belps you check i the ik iy
whumpng the righn amas

1numammwmlm

i o b e o
dwm

¥ tacw i i direesly cm pervamal o comporate
e, then it s 8 divees e 1 i levied on
the parice of  oosd ar sewvice. then it i callod an
et tax.

Direct Tawes: Andirect Taxes:
L Sales tix

Capial g tax Service

Comporae Tax

Securmies wransaction ax
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PARTS OF THE BOOK:

TSR,

SWVING

Save first!

‘The math is simple: in order to save money, vou
need to spend less than what you earn. But, the
catch is, you need to save first, then spend. Each
time you get your paycheck, the first thing to do s
set aside a portion of vour earnings to save before
taking care of your bills and other necessities. It
guarantees that the money you should be saving,
you are actually saving. This portion depends on
the budget you drew up. Spending on present
wanis without saving first for future needs is like
eating your dessert before your meal.

“TITLE
Introduction to the chapter.

- BODY TEXT
The content is presented as an easy
read, keeping in mind the reader.

- QUOTE
A relevant quote to break monotony

Like starting a new diet, saving money must be
a choice you are committed to in order for it to
be effective. Some people find it easier when it
isn't a conscious decision. They have their bank
automatically transfer money into an account
every time a paycheck is deposited. If vou don't
even see that money for long enough, you won't
even consider spending it.

and act as a book mark.

- ILLUSTRATIONS
The illustrations are designed as a
puzzle in context to the content.




BODY TEXT
The content is explained in short.

EXAMPLES
To explain the topic.

ILLUSTRATIONS/ GRAPHS —_—
Based on the examples.

This is the part you should 1ake advantage of. It you understand it, it will
work magic for any investor, if yvou don't, vou will end up paying for ir.

Compounding is the process of earning
/;‘uereu on principal as well as the accumulated
interest. Time exerts the greatest influence in

compounding, making it a very powerful ool in
finance. Hence, the earlier you start investing, the
more likely it is that you would end up making
more money.

—

e.g: Suppose you intend to invest Rs 2,000 per

month for 10 years at an interest rate of 100% and
/ the compounding is annual.
| ] The amount you will receive after 10 yrs will be:
(2,000x12)(1+01*10= Rs.4,20,748
Total amount invested: Rs. 2,40,000
The interest earned over 10 yrs is:

4,20,748 - (2,000x12)10 = Rs. 1,80,748

PROJECT 3: PERSONAL FINANCE

If you continue o invest the same amount at the same rate of interest
for another 10 years,
The amount you will receive after 20 yrs will be:
(2,000 x 12)(1+0.1)*20 =  Rs.15,12,060
Total amount invested: Rs. 4,80,000
The interest earned over 20 yrs is:
4,20,748 - (2,000x12)20 = Rs. 132,060

The amount you will receive after 30 yrs will be:
(2,000 x 12){140.1)#30 = Rs.43,42,642

Total amount invested: Rs. 7,20,000

The interest earned over 80 yrs is:

4,20,748 - (2,000x12)30 = Rs. 36,22 642

To see how long it will take 1o just double
your investments, turn to page 28,
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PAGES OF THE BOOK:

Learning to distinguish between the two
types of happiness—your day-to-day feeling
of joy, and your overall satisfaction with life,
is of great importance. A study done at the
Princeton University states, ‘Money does
indeed buy you happiness—the day-to-

day kind —but up 1o a certain income level.
Once you reach that level, additional income
does not make your days more joyful. It can,
however, make you more satisfied with where
your life is going. Lower income does not
cause people to be sadder but instead makes
them feel more ground down by the problems
they already have. Having money makes it
easier to handle adversity”

In hierarchy of needs, Maslow explains that
only when our basic needs are in place, one
can avoid being anxious or tense, focusing
on our need of self-actualization. This need
can be understood as the need for a person
to live up to his or her full potential, whether
professionally or personally.




TO DO LIST

 DREAM BIG

* FIGURE OUT YOUR
PRIORITIES

» MAKE IT HAPPEN

PROJECT 3: PERSONAL FINANCE
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'YOU HAVE

T| ME ON YOUR

SIDE |/

You

|1, A SR e e R e e R

You amongst most peoplé’already are at an
advantage! You have time on your side! You
will see how this advantage with tme helps
through the chapters. For all the good money
decisions you are about to make, let's start
with building your foundation.

This book will not *magically solve” all of your
problems. What it will do is draw an outline
for you, which vou need to fill in, either to
make vou feel more comfortable or show you
what changes you need to make.




BUILD A
LADDER

TOTHE STARS
AND CLIMB

EVERY RUNG

PROJECT 3: PERSONAL FINANCE

Milestones

What vou must have wanted as a child, may
not be the same now, What you must be
aspiring now, may change in your forties,

At different stages in our life's journey, we
have different wants and different needs, Our
ability to earn income changes too. These
changing ways of earning an incormne and

our ever changing wants and needs, can be
described as our financial life cycle,

We all begin from a place where we depend on
others, as a young adult, under our guardian’s
care. Or you may be in that transition phase
or you may have hit a rough patch in life as an
adult and need the help and aid of others.

A goal without a plan is just a wish.”

= Antoirve de Saint-Exupéry

Regardless, the first step is to transition from
being dependent 1o being stable and then o
being financially independent. While no two
people have identical life experiences, it is
possible 1o follow some general guidelines on
how 1o progress vour financial life through
differemt stages.
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Seuting clear goals motivates you 10 work towards the goal, focus on
the the necessary actions and stay away from overspending on other
activities. Organize your goals into three categories: short-, medium-
and long-term goals and identify your goal type:

Short term goals - more immediate

expenses, generally within a few months or

vears. g saving for a vacation, paying down
FEW student loans or luxury purchases like a new piece

IWDNTHS of furniture/ appliance etc.

Mid term goals - fall between short-term
and long-term goals, these tend to 1ake a few
SOME years to reach. eg: buying a new car or saving for
YEAES adown payment for a house.

Long term goals — are usually yvour big-
picture costs. These goals may take several

A LONG el
years or even decades to reach. eg. saving for
LONG Ti ME retirernent or paying for your child’s education.

GOALS

gooOoaoaad




WANTS

Write down your wants
and needs.

1f you need help, ask:
Can | live without this?
Can [ work without this?

Budget

Spend!

Creating a plan for spending your money,
ensures there will be enough money for the
things you need, when you need to purchase
themn. A budget acts like a roadmap for your
finances. It determines what 1o spend on and
what you should save for,

One of the toughest aspects about making a
budget is, separating your wants from your
needs, Sometimes, our wants are so powerful
that we can't imagine living without them.
Like having a cookie - a cookie is a want, not a
need, no matter how much you love it

NEEDS

PROJECT 3: PERSONAL FINANCE
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It's entirely too easy to blow a wad of notes
on a night out with friends, a weekend away,
or during your break as you shop online, If
vou have found yourself waiting for payday
wondering where your money went, then vou
will surely benefit from knowing where it's
going by expense tracking.

‘Write down everything you spend money on,
whether you bought your morning tea, an
afternoon lunch, or drinks on the way home.
Also, track whether you paid with cash, debit
card, or credit card; and if the expense was a
need or a want. Track your money for at least
three months before you make your budget.
This will help you get a snapshot of your
financial life.

Note your monthly spending as per your ease: Excel
sheet mobile app. vour diary (vou could start here )

INCOME | EXPENSE

SPENDING L0G

DATE

TRAVEL

Foab | BILLS

Fun-

oL A




- e R R e e
INVESTMENT SPENDING
B o o

N

EDUCATION

= NECESSITIES

|/

FUN CHARITY

Fillin % as per your expenses tracker,

g

The Golden Buckets are anly an outline for a budget. No matter how you earm a

Ihving, you're going to ba making decisions about what you do with your Incoma.

The Golden Buckels is a money management systern that you draw up to help
you look at your expenses before you make themn.

s

PROJECT 3: PERSONAL FINANCE
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Draw a fence around the ‘'savings pigs’ to protect
them from the inflation wolves”

14

Savings

Save first!

This maths is simple: in order to save money,
you need to spend less than what you earn.
But, the catch is, vou need to save first, then
spend. Each time you get your paycheck, the
first thing to do is set aside a portion of your
earnings to save before taking care of vour
bills and other necessities. It guarantees that
the money you should be saving, you are
actually saving. This portion depends on the
budget you drew up. Spending on present
wanits without saving first for future needs is
like eating your dessert before your meal.

Like starting a new diet, saving money must
be a choice you are committed to in order for
it to be effective. Some people find it easier
when itisn't a conscious decision, they have
their bank automatically ransfer money into
an account every time a paycheck is deposited.
If you don't even see that money for long
enough, you won't even consider spending it.




This is the part you should take advantage of, It you understand i, it
will work magic for any you, if you don't, you will end up paying for it.

PROJECT 3: PERSONAL FINANCE

If you continue to invest the same amount, at the same rate of interest,
for another 10 years,

Compounding is the process of earning The amount you will receive after 20 yrs:
——120L interest on principal as well as the (2,000 x 12)(1+0.1)*20 =  Rs.15,12,060

accumulated interest. Time exerts the greatest Total amount invested: Rs. 4,80,000

influence in compounding, making it a very The interest earned over 20 yrs is:

powerful tool in finance. Hence, the earlier 4,20,748 - (2,000x12)20 = Rs. 1,32,060

you start investing, the more likely it is that
——100L you would end up making more money. The amount you will receive afier 30 yrs:

(2,000 x 12)(1+0.1*30 =  Rs. 43,42,642

e.g.: Suppose you intend to invest Rs 2,000 Total amount invested: Rs. 7,20,000

per month for 10 years at an interest rate of The interest earned over 80 yrs is:

10% and the compounding is annual, 4,20,748 - (2,000x12)30 = Rs. 36,22.642

The amount you will receive after 10 yrs:
T 80L (2000x12)(1+0110 =  Rs.4,20,748

Total amount invested:  Rs. 2,40,000

‘The imterest earned over 10 yrs is: To see how long it will take to just double

4,20,748 - (2,000x12)10 = Rs.1.80,748 your investrments, turn to page 28
=——60L
—+-20L _ -~

— -
— — -
- -
— - -
f f }
10years Z0years 30years

18
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The interest earned on an investments is considered as an incorme, and is liable to
taxation depending on the investment.

Under section 80C, a deduction of Rs 1.50,000 can be claimed from your total
income. That is, you can reduce up to As 150,000 from your total taxable income
through section 80C. Tum to page 44, to find out how to calculate taxable income.




Investment pyramid is a strategy that is applied o your investments,
based on the relative risk and liquidity of different investments,

The bottorn of the pyramid comprises of the low risk investments.
Progressively smaller portions of investments are used for growth and
the apex is for speculative investments that satisfy your needs,

SPECULATIVE

PROJECT 3: PERSONAL FINANCE

Consider asset procurénient that will grow in
value and can be left behind.

(eg.: real estate, art, ..)
GROWTH

Consider tax efficiency, charitabte ———

contributions or business continuation,
(e.g.: shares, gold, ..)

£ 1\

GOALS
Plan for inflation and fullfilling goals.
(e.g.: PPF, equity mutual funds, . )

Z_ [\

S b ——

SECURITY
Plan for emergencies and major purchases.
(e.g.: medical insurance, bonds, ..)

INCOME PROTECTION

AR

Protect what you earn, what you own and
those you love.
(eg.: life insurance, liguid instruments, ..)

ao

L i

e

Understanding the financial pyramid is an important part of financial planning
A good financial plan has a salid foundation, bullding upon which enabiles you to
reach your goals ever when you are laced with certain uncertainties in ife.
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Amount to repay: You take a loan because you are unable 1o pay the
entire amount at the current time. Hence, you borrow the amount and
pay it back in installments.

Equated monthly installments (EMIs) are
commeon in our day-to-day life. When taking
a loan, you will be shown the EMI structure

in a simplified manner, This is generally an
unequal combination of principal and interest
payments,

l } Principal repayment: A part of your EMI goes

towards repaying the face value of the total
amount that you originally borrowed from the
money lender.

Hﬂ]:[u Interest cost: The other part of the EMI is

the amount that the lender charges you for
the original face value of the loan, Iris a
percentage of the total amount of money you

208

BALANCE are borrowing. EMI PER VR
s T 250
e ] 2
L
bl
i 0K
)
[ [ i
g } t t f
2019 2020 2021 022 2023

Amartization is the process of spreading out a loan into a series of fixed
payments over time. Although your total payment remains equal each period,
you'll be paying off the loan’s interest and principal in different amounts each
maonth, The interest amount is to be paid off before the principal amount,

40

If you have ever wondered about the calculation behind these
numbers, then here is the formula.

Formula: EMI= (A*R)*(1+R) AN/ ({1+R) aN}-1)
Where: A = Loan amount

R = Interest rate

N = Duration

e.g.: Suppose you have taken a loan of Rs 50

lakh at 10.5% annual interest for 20 years,

A=Rs.50,00,000

R=10.5% per annum = 10.5/1200 = 0.00875 per

month

N =20 x12 = 240 months

EMI = (50,00,000 x 0.00875) x ((1+ 0.00875)%240) / ([(1+ 0.00875)*240] -

=Rs.49,919 per month
This equation helps you check if the bank j 1 ™
charging the right amount. |
Loan amount:  Rs. 50,00,000

Interest payable: Rs. 69,80,559
Total payment:  Rs.119,80,559

o

Higher education costs have the highest inflation rates. You need to realise it is
going to be an expensive affair Save early!
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Use only four straight
fines to connect all the
‘tax scissors” togather

a2

lax

Pay up!

Tax is not a voluntary payment or donation.

It is a contribution imposed by government,
state or administrative division to enable them
to meet their expenses,

If tax is levied directly on person or a
corporate income, then it is a direct tax, If tax
is levied on the price of a good or service, then
itis called an indirect tax,

Direct Taxes: Indirect Taxes:
Income tax Sales tax
Capital gains tax Service tax
Perquisite tax GST

Tax
Securities transaction tax
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What all are you taxed for: How much tax should you pay: You are liable to pay tax based on

Income from salary the tax bracket fixed by the government for the current financial year.
Income from gains of profession or business

Income from house property Taxable : _

Income from capital gains : Gl

Income from other sources

Upto Rs. 250,000 e
Rs. 2.50,000 - Rs. 5,00,000 _
5500000 Rs.10,00.000 1209 ]
AboveRs 1000000 (1G0T

Your income tax calculation:
You need to calculate your total taxable
income,

1. Calculate your gross total income: basically
the sum of your income from salary, income
from capital gains, profits or gains from
profession or business, income from house
property and income from other sources. It is
the amount of money you have earned totally
from all your sources of income.

2. Calculate your tax deducti basically
all your investments under Section 80C to
Section 80U,

Gross total income
- Tax deductions (turn to page 48)
= Total taxable income
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Flguira out how to make
sense of this figure.

Inflation

Prepare!

Inflation is defined as a sustained increase

in the general level of prices for goods and
services in a country. It is measured as an
annual percentage change, Under conditions
of inflation, the purchasing power of your
money decreases over time,

Rising prices, impact the cost of living, the
cost of doing business, interest paid on bank
loans, interest rates earned on saving schemes,
employment, and generally every other facet
of the country's economy,

Although as consumers of goods and services,
we may hate rising prices, many economists
believe that a low and stable inflation is good
for a nation’s economy, but high or unstable
inflation is harmful.
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