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Th e 11111111a/ funds offer a safer. ea,ier and 111orecon1•en i ent .,rrle of i111•e .11111enr 

hur .nil/ 1l1e Indi an in,·e:,tor doern'r like ir ar all. One of rhe 111ai11 reason ., 

hehind rhi s lack of inreresr in murua/ funds is rhe Fina11cial 1//ir eracy of 

A1utual Fund.\ ,1111011g Indian /1n•estors along with Low customer au·arene .\ \ 

levels. / 11 de1 ·eloped financial 111 ar~e 1.1, M11111 al F11nds ha,·e 111•erra~en hank 

deposir .1 and /<1/(// a.1.1ets of in .1uran1·e funds. The 111u111al fn11d .,. i11 .1tead, 

ojfer a safe .11yle of i111•es 1111 e11tv h11t ,· rill th e / 11dia11 i11 1·es t or does nor 11·e/C'o111e 

it. \Vhat th e authors prop,ne in rhis paper is to address th e i ss u e a t 11 

d e, ·doped cenr r e like H yderabad. 

Fill(t11 1·ia l lllir e ra c_1', Muural Funds, l111' es10rs, 

C11s10 111 er A1,•ore11ess L el'e ls. 
A cco rdin g LO RBI. Financial lit erac y or financial 

education ' ca n broadly be defined as "'providing 

familiarity with and understanding of financial 

market products , especia ll y rewards and risk . in order 

making in fo rm ed cho ices." Viewed from thi s stand poi 111. 

financial ed ucation primarily relates 10 personal finance LO 

enabl e individuals 10 take ef'fecti e action LO improve their 

overal l well-being. and a oid distress in matter that arc 

fin ancial. 
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Financial lit eracy goe beyond the provi . ion of financial 

information and advice. Th e focus of any discussion on 

financial literacy is prim aril y on the individual, who u~uall y 

ha . limited reso urce s and sk ill s to ap pre c iate the 

co mplexitie s or financial dealin gs with financial 

intermediaries on a day- to-da y basis. 

Th e Organi za ti o n for Economic Co-operation and 

Deve lopment (OECD) ha. defined finan cial education as ··the 

proce s by which financi al consumers/ inve. tors improve 
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the ir unde rs ta ndin g of fin a nc ia l products, co nce pts and ri sks , 

and throu g h information , in stru c ti on and/or objective ad vice, 

deve lop th e s kill s and confide nce to beco me more awa re o f 

fin anc ia l ri sks and o ppo rtuniti es, to ma ke in fo rm ed c ho ices, 

to kn ow wh e re to go for he lp , and to tak e o th e r e ffecti ve 

ac ti o ns to improve the ir fin anc ia l well -be ing." 

Thu s, fin a nc ia l lite racy is th e a bility to kn ow, mo nito r, and 

e ffecti ve ly use fin a ncia l reso urces to e nh ance th e we ll-be in g 

and eco no mi c sec urit y o f o nese lf, o ne 's famil y, and one's 

bu s iness. Fin a nc ia l lite racy m ay a lso be de fin ed a s " th e 

ability to ma ke in fo rme d judg ments a nd to ta ke e ffec ti ve 

decis ions rega rdin g the use and manage me nt of mo ney." Thi s 

d e finiti o n pl aces e mph as is o n th e s kill s a nd are a s o f 

kn owl edge th at a re like ly to be necessa ry to ma ke in fo rmed 

judg me nts. 

Importance of Financial Literacy 

Fin anc ia l lite racy ha ass um ed grea te r impo rt ance in th e 

rece nt yea rs, as fin a ncia l marke ts have beco me inc reas in g ly 

co mpl ex a nd as th e re is in fo rm ati o n asy mm e try betwee n 

marke t and th e co mm on perso n, leadin g to the la tte r findin g 

it in c reas in g ly diffic ult to make informed cho ices. 

Financ ia l literacy is co n ide re d an import a nt adjun c t fo r 

p ro mo tin g fin a nc ia l inc lu s io n and ultim ate ly, fin a nc ia l 

stability. 

Bo th deve lo ped a nd deve lop in g co untri es, th e refo re , a re 

foc us in g o n progra mmes fo r fin a ncia l literacy/edu ca ti on. In 

Indi a, th e need fo r fin a nc ia l lit eracy is eve n g rea ter 

co ns id erin g th e low leve ls o f ge nera l lite racy a nd th e la rge 

sec ti o n of th e po pul ati o n. whi c h s till re ma in s o ut of th e 

fo rm a l finan c ia l loo p. 

In the co ntex t o f ' fin anc ia l in c lu s io n,' th e sco pe of fi na ncia l 

lit e racy is r e la ti ve ly b roa d e r a nd it ac quires g rea te r 

s ig nifi ca nce s ince it co uld be a n impo rta nt fac to r in th e ve ry 

access o f s uc h exc lud ed gro up s to fin a nce. F urth e r , the 

process of edu catin g may in va ri a bl y in vo lve add re in g deep 

entre nched be ha vio ural a nd p yc ho log ica l fac to rs th a t could 

be maj o r ba rri e rs. Jn countri es with di ve rse soc ial and 

eco nomi c profil e like Indi a, fin a ncia l literacy is particul arl y 

rel evant fo r peo ple who a re reso urce-poo r and w ho o perate 

a t th e marg in a nd a re vuln e rabl e to pe rs iste nt down wa rd 

fin a nc ia l press ures. With n o es tabli s h e d b a nkin g 

re la ti o ns hip , th e un - b a nk e d poo r a re pu s he d to w a rd s 
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e xpens ive a lte rn a ti ves. The c ha ll e nges o f ho use ho ld cas h 

manage ment unde r diffi c ult c ircum sta nces with few reso urces 

to fall bac k o n could be acce ntu ated by the lack of s kill s o r 

kn ow le d ge to m a ke we ll - inform e d fin a nc ia l d ec is io ns. 

F in anc ia l literacy ca n he lp the m pre pare ahead of tim e fo r 

li fe cyc le need s a nd d ea l w ith un ex pec ted e me rge nc ies 

with o ut ass umin g unn ecessa ry de bt. 3 

To und e rs ta nd f in a nc ia l pl a nnin g , a pe rso n s h o uld b e 

fin anc ia ll y lit e ra te to kn ow th e importan ce o f pre pa rin g 

h o use h o ld bud ge ts , cas h- fl o w m a nage me nt a nd asse t 

a ll oca ti o n to meet fin a nc ia l goa ls. 

Mos t peo pl e sa ve mo ney fo r future needs but th e approac h 

is to save s urplu s m o ney w ith o ut pre p a rin g h o use h o ld 

bud ge ts, w ith o ut pri o riti z in g pe rso na l f in a nc ia l goa ls, 

w ith out pro pe rl y a ll oca tin g in ves tm e nts in diffe re nt asset 

c lasses a nd with o ut unde rs ta ndin g th e rea l ra te o f re turn 

(a ft e r adju stin g fo r infl a ti on). 

Literature Review 

F in anc ia l Lite racy has bee n th e centre o f a ttrac tion in recent 

tim e in man y co untri es like UAE, US, U K, a nd Au strali a. 

But eac h time the s tud y was done it was done fo r diffe re nt 

as pec ts. Hu sse in A. Hassa n A l - Ta mimi and A l A nood Bin 

Ka lli ' s resea rc h s tud y (2009) 4 0 11 Fin a nc ia l Literacy in UAE 

te ll s th a t th e Lite racy leve l of in ves to rs of peo pl e o f UA E is 

way be low th e needed leve l. It a lso a na lyses th e re la ti o ns hip 

be twee n va ri o us fac to rs w hi c h influe nce th e in ves tm e nt 

dec is io n . T he stud y fo und a s ig nifi ca nt leve l o f di ffe re nce in 

th e Lite racy leve l in te rm s of Gend e r , wo me n we re fo und to 

have mu c h lesse r kn ow ledge o f In ves tm e nt o pti o ns as 

compa red to men . It a lso fo und th a t if th e in ves to r is we ll 

f in a nc ia ll y e du ca te d th e n it had a s ig ni fica nt effec t o n 

in vestm e nt dec is io n . 

C hen a nd Vo lpe ( 1998) s tudi ed th e fin anc ia l lite racy of 924 

s tud e nt of 13 co ll eges in U S A. Th ey s tudi e d th e 

re lati onship between th e Literacy leve l and age, gende r, race, 

na ti ona lity, inco me , wo rk ex pe ri ence e tc. The s tud y sho wed 

that stude nts havin g a wo rk ex peri e nce had a hi g her le ve l o f 

fin anc ial literacy as compared to o th e rs. Lt also sho we d that 

wo me n a nd s tudents und e r th e age o f 30 were the o nes hav in g 

th e leas t o f fin anc ia l kn o wl edge of in ves tme nt. 

A lso , Vo lpe e t a l. (2002) did a n onlin e study to an a lyze th e 

lite racy leve l of o nlin e in ves to rs . The stud y in vol ved mo re 

A Qu a rt erly journal 



SCMS J ou rn al of Indian Managemen t , April - Ju ne, 20 / 2. 

than 500 online in vesto rs to find out the difference in the 

literacy l eve l o n the bas i s of age, gender , inco me leve l , 

ex peri ence, and educati on. The stud y affirmed the prev ious 

f indin gs that the literacy leve l va ri ed with peop le's age, 

income, and edu ca ti on . A l so the stud y showed that the 

in ves tors who had an onlin e experi ence in in vest ing were 

more literate than the others. 

OECD publi shed an intern ationa l stud y i n 2005 , w hich was 

co nducted in OECD countri es. The findings in cluded: 

67 percent of the A ust rali an in vesto r , w ho were urveyed, 

knew the concept of compoun d interest, but when they were 

asked to so l ve a prob lem in vo l v ing compound interest onl y 

28 percent displayed the sound knowledge of it. 

A survey done in K showed that the investor did not seek 

th e financi al k now ledge from them. T he know ledge they 

rece i ve i s ju t by chance i. e. whil e roamin g in and around a 

B ank they read ome pamph let of some financial ad. 

A Ca nad ian survey fo und out that people preferred it ea y 

go ing to a dentist rather than findin g a bes t in ves tment opti on. 

A US survey di spl ayed that fo ur out of ten workers in 

A merica are no t sav in g for their ret irement. 

The Aus trali an Government5 fo rm ed a ati onal Consumer 

and Fi nanc ial Literacy Taskforce in 2004 which further 

adv ised the fo rm at ion of Fi nancial Literacy Foundati on in 

2005. The fo und at i on e t abli sh ed a website tit l ed 

" U nderstand in g Money.'· 

U nited Kin gdom6 : T he pre ent strategy invo l ved a FSA 

pendi ng of abo ut £ 10 mil li on per year across a seven-point 

pl an in Un ited Kingdom . The even area are: 

New Parent 

Schools 

Young Adu lts 

Workpl ace 

Con umer Communication s 

O nl ine too l 

Money Advi ce 
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A survey was conducted in UK in vo l v ing 5300 respondents 

in 2005. The Survey fo und four main areas: 

Many peop le are fa ilin g to plan ahead. 

Man y peop le are taking on financia l ri sks w ithout rea li zing 

i t. 

Probl ems of debt are severe fo r a smal I proport ion of the 

popu lati on, and many more people may be affected in an 

economi c downturn. 

The under-40s are. on average, less finan ciall y capab le th an 

their elder . 

nited States7
: T he S Treasury es tabli shed it Offi ce of 

F in anc i al Educat i on in 2002; and th e US Co n gress 

estab l i hed the Financia l Literacy and Educa ti on Com mi ss ion 

- under the F in anci al Literacy and Ed uca ti on Improvement 

Act in 2003. The Com mi s ion publi shed i ts at ional Stra tegy 

on Fin anc ial Literacy in 2006. Addi ti onall y. automobi le 

fina nce companies and reta ilers prov ide consumer ed ucati on 

th rough Amer ica ns Well in fo rm ed on A utomobi le Retailing 

Econom ics. 

Dr. D . Subb arao, Governor, RBI stated tha t " Th ere are 

barriers to access financial se rv ices emanating from both 

demand side and suppl y side fac tors." The demand side 

has barriers li ke lack of awareness about fin ancial inves tment 

instruments, res tri cted finan cial know ledge of investment 

op ti ons as we ll as oc ial exc lu sion. Many of the generi c 

fi nancia l products are un suitab le for the poor and there is 

not much of' an effort to desi gn prod ucts suitable to their 

needs. O n t op of that , exo rb i tant and oftentim es non ­

transparent fees , comb in ed w ith burde nso me term s and 

conditions attached to the fin ancia l product , also dampen 

the demand . 

From9 the suppl y side, the main barri er i s the tran sacti on 

cost s th at the banker perce i ve. Beca u e of current low 

o lumes, banks f ind that ex tending fin ancial services is not 

cos t effect ive. Furtherm ore, lack of commu ni ca tion , lack of 

infra tructure, language barri ers and low literacy leve ls all 

rai se the cost of prov id i ng services and i nhibit bankers from 

the supply side." 

T here wa . however, a d i fference in the thru st of financia l 

literacy/ed uca ti o n drives in th ese co unt ries v i -a-v i s 
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deve lo ping countri es like India. So fa r, in Indi a. th e e mph as is 

has la rge ly b ee n o n fin a nc ia ll y edu catin g th e rural poo r and 

illite ra te. Wh e th e r it is th e bu s iness co rres ponde nt / bu s in ess 

fac ilita to r (BC/ BF) mod el o r th e tec hn o logy-dri ve n bankin g 

mo d e l th a t th e reg ul a to r s a nd ba nk s ar e c urr e ntl y 

e nco ura g ing, th e ma in foc us re ma in s th e ru ra l poo r. 

Data Collection 

In a ll 147 sa mpl e were in c luded in thi s Stu dy. The s tud y 

asked va riou s qu es ti o n s a b o ut a si n g le in ves tm e nt 

in strum e nt i.e. Mutu a l Fund , w hi ch cove red th e main as pec t 

o f Lite racy Leve l. 
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The re we re few ques ti o ns. w hi c h we re directl y re la ted to 

the F in anc ia l Lite racy o f Res po nd e nts . They a re summ a ri zed 

in Ta bl e be low. Fin anc ia l literacy is impe rati ve fo r perso n 's 

we lfa re and we ll be in g as low fin a nc ia l lit e racy wo uld lead 

to imprope r sav in gs a nd in ves tm e nt s whi c h ca n lead to 

fin a nc ia l p ro bl e ms . 

As we ca n see in th e t a bl e a b ove a la rge numb e r of 

res po nd e nt s kn ew abou t Mutu a l Fund s. A staggerin g 9 0 

pe rce nt o f the respo nde nt s were awa re of exis tence of Mutua l 

Fund s. A lth o ugh 90 pe rcent o f th e respo nd ent kne w Mutu a l 

Fund s but o nl y 64 pe rce nt o f th e re po nde nt s kn ew a bo ut 

Table 1: Responses to variou s Qu es tion s 

Responses to 

various Questions 

Q4 

Q5 

Q 10 

Q 12 

Q 15 

Q 17 

Q 18 

Q 21 

Q22 

Question 

Know Mutual Funds 

Know Entry/ Exit Load 

Q9 Exact Entry/Exit Load 

Know Expense Ratio 

Q 11 Exact Expense Ratio 

KnowELSS 

QI 3 Exact Tax Benefit 

Q14 Lock-in Period 

KnowFMP's 

Q 16 Maturity of FM P's 

KnowETF'S 

Know ETGF's 

Q 19 Demat Requirement 

Q20 Mode of Operation 

KnowFOF's 

N AV Calculation 

Percentage 

89.80% 

63.95% 

75.53% 

69.88% 

69.39% 
76.47% 

64.71% 

52.38% 

68.83% 

55.78% 
56.46% 

42.86% 

57.32% 

42.18% 

26.53% 

the Entry/Ex it Load in Mutual Fund s. And wh e n these 64 

pe rce nt res po nde nt s we re as ke d abo ut the Exac t Entry/ Ex it 

Load preva ilin g in Mutual Fund s o nl y 75 pe rcent co uld 

a n we r it correc tl y. It was a surpri se to see th a t th e in ves to rs 

we re no t awa re of th e ex pe nse o f th e ir money as onl y 5 6 

pe rce nt o f a ll respo nde nt s kn ew abo ut Ex pense Rati o. And 

o f th ese 56 pe rce nt res po nde nts w ho kn ew abo ut Ex pe nse 

Ratio o nl y abo ut 70 pe rcent kn ew th e Exact Ex pe nse R a ti o. 
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lt wasn ' t as toni shin g to see th at a la rge share of po pul a ti o n 

knew abo ut Equity Linked Savings Sc he me (ELSS ) as nea rl y 

70 pe rcent of all res pondents .kne w abo ut Tax Sav in g .B e nefits 

ava il abl e with Mutu a l Funds. Reaso n be in g, al l Jndi ans try 

to ave th e ir tax as mu ch as poss ibl e. And the res ponde nt 

res ponded we ll whe n as~e d abo ut the intri cacies of E LSS , as 

76 pe rcent of all who knew abo ut ELSS were ab le to te ll the 

exact Tax .B e nefit ava il a bl e wit h Mutu a l Funds, an d 65 

perce nt were able to tell th e Lock-ln Per iod of ELSS Fund s. 

Furthe r when the res po nd e nt s were asked mo re minute ly 

a bout th e var io us o pti o ns in Mutu a l Fund the Lite racy 

Leve l dec reased a bit. Onl y 52 pe rcent kn e w a bo ut FMP's 

a nd of these 52 pe rcent o nl y 69 perce nt kn e w abo ut th e 

maturity pe ri od of FMP's. A large hun k of res po nd e nts 

were not awa re of th e Excha nge tradi ng faci lity ava ilable 

w ith Mutu a l Fund s, a onl y 56 per en t of a ll res pondents 

kn ew a bou t ETF's a nd ETGF' s. a nd of th e e 56 pe rcent 

onl y a s ma ll er po rti o n was awa re of the DeMat Req uire me nt 

and M ode of opera tio n of ET F's , th e pe rcentage bei ng 43 

pe rcent and 57 pe rcent respec tive ly. 

One of th e bes t ava il a bl e o pti o ns w ith Mutua l F und s is 

Fund s o f Fund s a nd it was shoc kin g to kn ow th at nl y 42 

pe rce nt we re awa re of thi s op ti o n, a nd those who knew 

a bo ut FOF's were hardly a ble to te ll exac tl y what a FOF's 

ac tu a ll y is, as most of the m co uld not reca ll it , a nd a maj o r 

portion ha jus t heard of it. 

Respondent Age 

< 30 years 

31-40 Years 

41-50 Years 

> 50 Years 

Jt ca n be see n here th a t nea rl y a ll of th e age gro ups had fai r 

k now ledge of Mutu al Funds a nd onl y a sma ll c hunk of Youth 

was un aware of th e Mutual Fu nds. 

All the re pondents exce pt " Be low 30 years" age group had 

JOO percent knowledge of Mutua l F un ds, and on ly 17 percent 

of the " B e low 30 yea rs" age gro up did n' t knew about Mutual 

Fun ds . 
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The ma in part of a Mutual Fund is its NAV as a major po rtion 

of th e re turn s depend o n it , but o f a ll th e respond ents o nl y 

abo ut 27 percent knew how to ca lc ul ate NAV o f a Mutual 

Fund . 

B ased o n the data ava il ab le the Financi a l Literacy of the 

re po nd e nts was tested o n th e bas is o f th e De mographic 

fo ll ow in g ull Hypothes is was made fo r th e stud y: 

• HJ : The re i no s ig nifi ca nt re la ti ons hip be tween Age 

a nd the Financial Lite racy Leve l of th e res ponden ts. 

• H 2: Th er e is no s ig nifi ca nt re la tion s hip betw ee n 

in co me leve l a nd Fin a nc ia l Lit e racy Leve l of 

re po ndents. 

• H3: There is no sig ni fica nt re lat io ns hip between 

Edu cati onal Qua lifi ca ti o n and Financ ia l Literacy Leve l 

of th e res pond e nts. 

To te t th e above three N ull H ypothese th e ana lysis wa 

don e in three part based o n Age, Income, a nd Qu a lifi ca ti o n 

of th e re pe nd e nt 

Relationship between Age and Financial Literacy Level 

Tote t th e re la ti o nship be twee n Age a nd Fin a nc ia l Lit eracy 

Leve l th e a na lys is was don e with res pec t to Age as th e 

Inde pe nd e nt va ri ab le. 

Total No of Respondents 

87 

32 

20 

8 

Know Entry / Exit Load 

As we ca n see th a t a ll of >5 1 years age gro up respondent 

knew abo ut E ntry/Exi t Load w he reas thi s percentage 

decreased as we moved to the lower age gro ups. Of al l th e 

4 1-50 years respo nd en ts 95 percent knew it and of a ll th e 

3 1-40 yea rs respondent 87.5 percent knew Entry/ Ex it Load. 

But th e main co ncern here wa the Yo uth w hi ch has mos t 
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Knowledge of Mutual Fund 

Yes 

> 51 100.00% 

41- 50 100.00% 

31 - 40 100.00% 

< 30 82.76% 

o u{, 20°·u . .lQ~, 60"·u 80°u 

Knowledge of Entry/Exit Load 

Yes 
> 51 

41- 50 

31-40 

< 30 

100.00% 

95.00% 

87.50% 

45.98% 

20''(, 

Knew Exact Entry]Exit Load 

Right 
>5 1 100.00% 

41- 50 90.00% 

31-40 87.50% 

80% 

• 
• 
• 

100% 

No 
0.00% 

0.00% 

0.00% 

17.24% 

No 
0.00% 

5.00% 

12.50% 

54.02% 

100% 

Wrong 
7 0.00% 

.50% 

<30 
-,., . • 1.~"l. . .,,, . . . . '~ . . 

::. - ' , . 

0% 20% 40% 60% 80% 100% 
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numbe r of res po nd e nts but still o nl y 4 6 pe rcent of th e m 

knew ab o ut it. 

Knew Exact Entry/Exit Load 

It was aga in th e sa me sto ry with th e e lde rl y kn owin g mo re 

prec ise ly abo ut th e exac t Entry/Ex it L oad th a n the yo uth . 

Be lo w 30 yea rs age g roup re po nd e nts co uld not te ll th e 

exac t load a nd o nl y 23 pe rcent kn ew th e Ri g ht a nswe r. 

Know Expense Ratio 

On ly 36 pe rcent below 30 age gro up res po nd e nt knew a bout 

th e Ex pe nse Rati o, w here a a ll o th e r g ro up res po nd e nts 

knew fa irl y we ll , as 85 perce nt o f 3 I -40 a nd 4 l-50 age gro up 

knew a bo ut it an d 100 percent of th e a bo e 50 age g ro up 

knew Ex pe n e Ra ti o . 
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Exact Expense Rati o 

Of th e 36 pe rcent w ho knew abo ut Ex pe nse Rati o o nl y 

l J .5 pe rce nt we re ab le to te ll th e exac t Ex pe n e Rati o , 

whe reas a ll of th e res ponde nts of oth er Age Gro ups who 

kn ew abo ut Ex pe nse Ra ti o kn ew abo ut Exac t Ex pense Rati o 

as we ll. 

Know Equity Linked Savin gs Scheme (ELSS) 

As th e respo nd e nt s we nt fr o m yo uth to e ld e r ly th e 

kn ow ledge of Tax Saving instrum ent ioc reased at a increased 

pace. O n ly 50 pe rcent <3 0 age gro up re po ode nts kn ew 

abo ut ELSS whe re as barrin g 3 1-40 age g roup th e re ma ining 

two g roups of re po ndent kn ew abo ur E LSS to a n extent of 

.I 00 percent. 

Know Expense Ratio 

> 5 1 

41-50 

3 1 - 4 0 

< 3 0 

0 % 2 0 % 

Right 
> 51 

41-50 

31-40 

< 30 11 49" 

0% 20% 

Yes 
100.00% 

85 .00% 

84.38% 

4 0 % 60% 

Exact Expense Ratio 

100.00% 

85.00% 

84.38% 

8851% 

40% 60% 80% 

A Quart erly Journal 

100% 

No 
0.00% 

15.00% 

15.63% 

64.37% 

Wrong 
0.00% 

15.00% 

15.63% 

100% 



SCMS Journal of I ndian Mana ge ment , Ap ril - Ju ne, 20 12. 

Know ELSS 
Yes No 

> 51 100.00% I 0.00% 

41- 50 100.00% • 0.00% 

31- 40 95.00% 5.00% 

< 30 
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Know Exact Tax Saving: 

All the res pondents of >50 and 4 1-50 correctly kn e w abo ut 

the Exact Tax Savings ava ilabl e, w hereas 87 .5 percent of 3 1-

40 age group respo ndents knew abo ut it. But o nl y 26 percent 

of the re ponde ot of <30 age gro up knew about exact tax 

av in g availab le w ith Mutua l Fund 

Know Exact Lock-In Period 

Aga in it prove th a t th e e lderly and the Middle aged a re 

more co ncern ed ab ut the tax a ings beca u e the orrect 

re ponse from the top three gro up war nearly J 00 percent 

a nd 8 1 percent of 3 1-40 age gro up co rrectl y knew Exac t 

Lock-In Period . Wh erea on ly 20 percent of be low 30 age 

gro up knew about it. 

5 / 

Know Fund of Funds (FOF's) : 

FoF is one of the afe t in vest me nt opti on avail ab le with 

Mutua l Fund , but s ti ll o nl y 14 percent of th e be low 30 age 

gro up respondent knew abo ut it. Wherea 100 percent 

respo nd ent of Above 50 age gro up knew abo ut it, a nd a 

modest 80 percent of th e rest age group re po nd e nt knew 

about it . 

Know NAV Calculation 

A ' are mo t importan t part of any Mutua l Fund b ut 

till o nl y nin e percent and 19 percent re pondent of age 

gro u1 be low 30 and 3 J-40 re pect i e ly knew co rrectl y about 

it. Wherea O percent of 4 .1-50 a nd JOO pe rce nt of ab e 50 

age gro up corre t ly knew a bout it. 

Know FoF's 
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41-50 
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Inference with respect to Age 

It ca n be see n from th e a bove a na ly is th a t th e Fin a nc ia l 

Lit e racy Leve l of the In ves to rs does have a s ig nifi ca nt 

re la ti onship w ith Age , so th e Nul l Hypo th es is is rej ec ted . 

He nce it can be stated that " Age has a s ig nifi ca nt re lati o nship 

with the Fin a n c ia l Literacy Leve l. " 

Relation s hip betw ee n Income Level a nd F inanci a l 

Literacy Level 

To test th e re la ti onship be twee n Inco me Leve l and Fin a nc ia l 

Lite racy Leve l th e a na lys is was do ne with res pec t to In co me 

Leve l as th e Ind epe nd ent va ri abl e. 

Income of Respondents 

< l Lakh Rs. 

l-3 Lakh Rs. 

3-5 Lakh Rs. 

>5 Lakb Rs. 
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Knowledge of Mutual Funds 

We can see here that a modest number o f respondents know about 

Mutua l Fu nd in the Lncome Level category. A ll the !J1come G roup 

respondents knew fa irl y well about Mutu a l Fund . Of a ll the 

respondents of >5 Lakh income group nearly 95 pe rcent knew 

about the Mutua l Funds, a nd 94 percent of 3-5 Lakh Tn co me 

Group knew about it. Whereas the percentage was a little low in l -

3 Lakh and < I Lakh Group with the percentage be ing 87 percent 

and 78 percent respecti vely. 

Kn ow Entry/Ex it Level 

Of a l l th e res po nd e nt s of < I Lak h a nd 1-3 L a kh G ro up 

o nl y 37 pe rce nt a nd 28 pe rce nt respect ive ly k new 

Total No. of Respondents 

38 

18 

48 

43 
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about Entry/ Exit Load in Mutual Funds, whereas the 

83 percent of remaining two groups respondent s knew 

about it. 

Know Exact Entry/Exit Load 

Although a fair number of respondents of >5 Lakh and 3-5 

Lakh group knew about Entry/Exit Load but only 77 percent 

and 64 percent respondents respectively could correctly 

know the Exact Load. Wherea only 17 percent and 18 

percent of 1-3 Lakh and < I Lakh In come Group could 

correctly tell about it. 
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Know Expense Ratio 

As we can ee that more than 70 percent of respondent s of 

income >3 Lakh knew about Expense Ratio , whereas the 

same was only 11 percent and 29 percent for 1-3 Lakh and 

<I Lakh Income Group respectively. 

Exact Expen e Ratio 

Although 11 percent of 1-3 Lakh respondents knew Expense 

Ratio but when asked abou t the exact expense ratio not even 

a sing le one was ab le to tell so . Nearly the same wa case of 

A Quarterly Journal 
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KnowELSS 

Yes No 
> 5 Lakh 86.0% 

3-5 Lakh -::l% 91.7 : 

1-3 Lakh 

< 1 Lakh 

44.4% 55.6% 

65.8% 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 
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< I Lakh Group of whose only five percent respondents 

correctly knew about it. The number was not so great for >5 

Lakh and 3-5 Lakh Group whose 74 percent and 58 percent 

re. pondent s correctly told it. 

Know ELSS 

As was in the case of Age here as well the respondents knew 

fairly wel I about ELSS. More than 85 percent respondents 

of >5 Lakh and 3-5 Lakh group knew about ELSS. Only 44 

percent of 1-3 Lakh respondents knew about it and only 34 

percent of < I Lakh group respondents knew about it. 

Exact Tax Savings 

Of all the respondents who knew about ELSS the re pondents 

of 1-3 Lakh and < I Lakh group were the one who showed 

maximum number oflncorrect Re ponses of Exact Tax Saving. 
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Exact Lock-In Period 

When it came for the exact Lock-In period the respon e 

was more or less the same as compared to the Exact Tax 

Saving. 

Know FOF's 

Again 1-3 Lakh Group was laggard as none of them 

knew about FOF ' s whereas the numbers were not 

great for other Groups with >5 Lakh being the winner 

wi th 70 percent of respondents knowing FOF ' s . 

Know AV Calculation 

1-3 Lakh Group respondents were again disappointed , and 

none of the groups except >5 Lakh group crossed even 50 

percent Mark. 
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Educational Qualification 

Intermediate 

Under Graduate 

Post Graduate 

Inference with respect to Income 

It ca n be see n fro m th e above ana lys is that the Fina nc ia l 

Lite racy Leve l o f th e Jn ves to rs does no t have a s ignifi cant 

r e la ti o ns hip w ith In co me , so th e ull Hy p o th e s is i s 

acce pted . He nce it ca n be sta ted th a t "In co me does n ' t have 

a s ignifi ca nt re la ti o nship with the Fin anc ia l Lit eracy Leve l. " 

Total Respondents 

3 

89 

55 

56 

Relationship between Educational Qualification and 

Financial Literacy Level 

To tes t the re lati o nship be twee n E du ca ti o na l Qu a li fica ti o n 

and F in anc ia l Lite racy Leve l th e ana lys is was do ne w ith 

re pec t to Edu ca ti o na l Qu a lifi ca ti o n a s th e In depe nd e nt 

va ri abl e . 
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Knowledge of Mutual Fund 

Alth ough the number of Interm edi ate respondents i s qu i te 

less and it won ' t affect the analys i s to a g reater ex tent, then 

too it has been i nc luded in the anal ys is as it was there in the 

ques ti onnaire. See ing the above graph it can be inferred quite 

eas il y th at more the educati on o f the respondents more i s 

the leve l of Know ledge of Mutual Funds, although it i s a bit 

earl y to say so. M ore that 98 percent o f Pos t Graduate guys 

knew Mutu al Fund s and more th an 86 perce nt o f und er 

gradu ate guys. 

Know Entry/Exit Load 

Of al I the re pondents more than 89 percent of Pos t G raduate 

respondent s knew about Entry/Ex it L oad, w hereas onl y 52 

percent o f a ll the respondents fro m U nder G rad uate Group 

knew abo ut it and one of Interm edi ate respondents knew 

about it. 
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Exact Entry/Exit Load 

A lth oug h th ere are m o re numb er of U nd er Grad uat e 

res pondents than any group o f res pondents but still onl y 

33 percent of under gradu ate respondents correc tl y kn ew 

about Exact Entry/Ex it L oad w herea more than 80 percent 

of Pos t Graduate respondents correc tl y knew about it. 

Know Expense Ratio 

Despite more number o f under graduates the knowledge about 

ex pense rati o i s a mere 44 percent fo r them, where as 80 

percent Pos t Graduates kn ew about Ex pense Rati o . 

Exact Expense Ratio 

A lthough 44 percent o f G rad uate respondents kn ew about 

Ex pense Rati o but onl y about 2 1 percent could correct l y 

tell about th e Exac t Ex pense Rati o. 80 percent of Post 

Know Mutual Fund 

Yes No 

98 2- 'i l.8% Post Grad ua te 

1 

____________ . _ ;,v ___________ ~ 111 

Under Graduate 

0.0% 

Post Graduate 

Under Graduate 

Intermediate 

20.0% 40.0% 60.0% 

Know Entry/Exit Load 
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89.1% 

51.7% 

20.0 % 40.0% 
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Post Graduate 

Under Graduate 

Intermediate 

0 .0% 

Post Graduate 

Under Graduate 

Intermediate 

0.0% 

Know Exact Entry/Exit Load 

Correct Incorrect 
81.8% 

67.4% 

20.0% 40 .0% 60.0% 

Know Expense Ratio 

Yes 

80.0% 

20.0% 40.0% 60 .0% 

Exact Expense Ratio 

80.0% 

56.2% 

80.0% 

18. % 

---. 

100.0% 
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100.0% 
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Graduate res pondents were ab le to tel l about Ex pense Rati o 

and out of th at 78 percent were able to correct l y identify 

the Exact Expense Rati o. 

Know ELSS 

A s seen in prev ious cases , here as we ll th e res ponde nts 

kn ew we ll about ELSS , as more than 96 percent of Po. t 

Graduate re po nd ent s, and more than 50 pe rcen t of 

Graduates knew about it. [ t c learly shows the m indset of 

Indi ans that they want to save their ta x at any cost. 

Know Tax Benefit 

Nearly 96 percent of Pos t Grad uate respondents knew about 

EL SS and a barrin g a Few nea rl y all (9 l percent ) of th em 

knew correc tl y abo ut the exac t Tax Benefit avai lable w i th 
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Mutual Fund . Wherea nearl y 54 percent of re pondents 

of Graduate Group knew ELSS but onl y 33 percent could 

correctl y iden ti fy exact tax benefit. 

Know Lock-in Period 

87 perce nt respo nd ents of Post Gradua te G roup co ul d 

co rrec tl y tel l about the exac t lock i n period as compared to 

26 percent of graduate respondents. 

Know NAV Calculation 

Nearl y 48 percent of all res pondents in Pos t Grad uate Group 

..:ou l d co rr ec tl y tell th e Method of ca l culati on of NAY 

whereas onl y 17 percent of Grad uate res pondent s could 

co rrectl y tell it. 

Know ELSS 
Yes No 

Post Graduate 

Under Graduate 

Intermediate 

0 .0% 

Post Graduate 

1 
Under Graduate 

i I 
lntermediateO. 

V 
0 .0% 

96.4% j 3.6% 

46.1% 
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Post Grad ua t e 

Under Graduat e 

Intermediate 

0 .0 % 

Post Graduate 

Under Graduate 

lntermediateO 

0.0% 
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Under Graduate 
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Correct 
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Inference with respect t!) Educational Qualification 

It ca n be see n from the above ana lys is th a t th e Fi nanc ia l 

L iteracy Leve l of th e In vesto rs d oes ha ve a s ig nifi ca nt 

relations h ip w ith Ed uc a ti ona l Qua li fication , so th e Nu ll 

Hypothe is is rejected. 

He nce it can be s tated th a t "Ed ucat io na l Qua lifi cati o n ha a 

s ig nifi cant re la ti o nship w ith the F in a nc ia l Lite racy Le ve l. " 

Important Inferences 

I . Age has a s ig nifi ca nt re latio nshi p with th e Financial 

Li teracy Leve l. 

2. In come doe n ' t have a s ig nifi cant re la ti o nship with 

the Financia l Lite racy Level. 

3. Qua li fi ca tion has a s ig nifi ca nt re la ti o nship with th e 

Financ ia l Lite racy Level. 

4 . M os t of the peop le knew abo ut ELSS. 

5 . Fund of Fund 's, a lth ough a good inve tm ent opti on, 

wa no t know n by ma ny res po ndents. 

6 . Peop le go afte r AV but mere ly knowin g AV is no t 

e noug h a nd mo t of the res po nd ents d idn ' t know how 

to ca lc ul ate NAY. 

7 . A lth o ug h SEB I has sc rapped Entry Load but Ex it load 

1 s till th e re , a nd many peop le are un awa re of th i 

fac t. 

8. Peop le k n ow abo ut Mutu a l Fund s b ut me re 

acq ua inta nce is not e no ug h as not ma ny of th e m know 

the intri cac ies of it . 

S uggest ion s 

I . Since Fin a nc ial Lite racy Leve l depend s o n age Mutu a l 

Fund s shou ld laun c h so me good and s table fund s for a ll 

age g roup s pec ia ll y Youth, a a M ajo rity of Indi an 

Pop ul a tion is Young . But thi s does n ' t mea n th a t th e 

e lderl y hould be left a lone, they are th e one havi ng a 

sound knowledge of Mutu a l Fund s, so AMC's sho ul d 

launc h fund s which offer good re turn . and a l o pro vide 

wit h a regular income so urce. 

2. Since Fin a nc ia l Lite racy doesn ' t de pend~ upo n In co me 

Leve l beca use knowledge is so mething w hi c h co mes from 
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ex pe ri e nce and no t from earnin g , but thi s doesn ' t mea n 

th a t we sho uld ig no re thi s facto r comp lete ly. 

3. Qu a li ficati o n has a maj o r impac t on F in anc ia l Lite racy 

so AMC 's s hould be c lear in whatever they project to 

th e in ve to r as a hi g hl y qualif ied pe rson c hoo e 

whatever is best fo r him , and d oe n ' t pick crap. 

4. As ELSS is th e most so ug ht a fter produ c t by a ll th e 

ca tego ri es viz . Age, In co me , and Qu ali ficat io n o AMC 's 

sho uld offe r a better, tab le, co ns istent , we ll man aged , 

and grow in g fund to th e masses. 

5. Mos t of the peop le don ' t know about FOF 's so AMC 's 

sho uld use mo re a nd more adverti s in g methods o th at 

peop le ge t to know more abo ut thi s offe rin g from 

Mutua l Fund s. 

End Notes 

Reserve Bank of Indi a (RBI ) website, re trieved from <http: / 

/www. rbi .org. in/ cripts/Pub lica tions Draft Reports.aspx> 

2 Thi s defi niti on has been adopted by Au tra li an Securities 

and ln ve tment Commi ssion. It is ba ed on the defi nition 

developed by the ationa l Foundation for Education Re earch 

in the UK in 1992 and was ubsequently used in Austral ia by 

ANZ bank in the ir survey of adult financ ia l literacy. 

3 Reserve Bank of .Lndia (RBI) web ite , retrieved from <http:/ 

/www. rbi .org. in/script /Pub I ications Ora ft Reports.aspx> 

4 Financia l literacy and investment deci sions of UAE inve tors 

< http ://www.eme r a Id in s i g h t. com/j o u m a ! s . h tm 

?artic le id= I 82 1868> 

5 < http :/ /www. u nd e rs ta nd i ng mon ey .gov. a u/Content/ 

Consumer/About/> 

6 < htt p:/ /www.fsa .gov. uk/pu bs/other/fi nca p_deli ver i ng. pd f> 

7 Financ ial literacy - Wikiped ia, the free e ncyclopedia <http:/ 

/en. w i k.i pedi a.org/wiki/Fi nancia l_ Literacy> 

8 Financ ia l Literacy and Inves tmen t Dec i ions of In dians 

<http ://2 I 0.212. 115. 1 13:81/Pallavi percent.20Seth/Fi nancial_ 

Lite racy _ &_l nves tm ent_ Dec i. io ns_of _ I ndian _ l nves t 

ors_Pa ll av i_ Seth_BlMTECH.pdf> 

9 Va ledi tory address at the FICCI-IBA annual Confe rence, 

organized jo intl y by FICCl and IB A, Mumbai, September 

JO, 2009.Avai lable online at <www.rbi .org> 
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