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6.1
Introduction
Saving is income not spent, or deferred consumption. Methods of saving include putting money aside in a bank or pension plan saving also includes reducing expenditures, such as recurring costs. In terms of personal finance, saving specifies low-risk preservation of money, as in a deposit account, versus investment, wherein risk is higher.
There is some disagreement about what counts as saving. For example, the part of a person's income that is spent on mortgage loan repayments is not spent on present consumption and is therefore saving by the above definition, even though people do not always think of repaying a loan as saving. However, in the U.S. measurement of the numbers behind its gross national product (i.e., the National Income and Product Accounts), personal interest payments are not treated as "saving" unless the institutions and people who receive them save them.
"Saving" differs from "savings." The former refers to an increase in one's assets, an increase in net worth, whereas the latter refers to one part of one's assets, usually deposits in savings accounts, or to all of one's assets. Saving refers to an activity occurring over time, a flow variable, whereas savings refers to something that exists at any one time, a stock variable.
Saving is closely related to investment. By not using income to buy consumer goods and services, it is possible for resources to instead be invested by being used to produce fixed capital, such as factories and machinery. Saving can therefore be vital to increase the amount of fixed capital available, which contributes to economic growth.
However, increased saving does not always correspond to increased investment. If savings are stashed in a mattress or otherwise not deposited into a financial intermediary like a bank there is no chance for those savings to be recycled as investment by business. This means that saving may increase without increasing investment, possibly causing a short-fall of demand (a pile-up of inventories, a cut-back of production, employment, and income, and thus are cession) rather than to economic growth. In the short term, if saving falls below investment, it can lead to a growth of aggregate demand and an economic boom. In the long term if saving falls below investment it eventually reduces investment and detracts from future growth. Future growth is made possible by foregoing present consumption to increase investment. However savings kept in a mattress amount to an (interest-free) loan to the government or central bank, who can recycle this loan.

6.2 Saving product
a. Bank Fixed deposit

Bank Fixed Deposits are also known as Term Deposits. In a Fixed Deposit Account, a certain sum of money is deposited in the bank for a specified time period with a fixed rate of interest. The rate of interest for Bank Fixed Deposits depends on the maturity period. It is higher in case of longer maturity period. There is great flexibility in maturity period and it ranges from 15days to 5 years. The interest can be compounded quarterly, half-yearly or annually and varies from bank to bank. Minimum deposit amount is Rs 1000/- and there is no upper limit. Loan / overdraft facility is available against bank fixed deposits. Premature withdrawal is permissible but it involves loss of interest.

b. Advantages of Fixed Deposit

Fixed deposits with the banks are nearly 100% safe as all the banks operating in the country, irrespective of whether they are nationalised, private, or foreign, are governed by the RBI's rules and regulations, and give due weightage to the interest of the investor. Till recently, all bank deposits were insured under the Deposit Insurance & Credit Guarantee Scheme of India, which has now been made optional. Nonetheless, bank deposits are among the safest modes of investment.

One can get loans up to 75- 90% of the deposit amount from banks against fixed deposit receipts. Though the interest charged will be slightly more than the interest earned by the deposit.

c. Tax Implications

The amount invested in fixed deposits with a maturity period of 5 years in a Scheduled bank is eligible for tax deduction under section 80C. However, the interest earned on the deposit is taxable.

Tax will be deducted at the source, if the interest income on a fixed deposit per annum exceeds Rs.10000
d. Recurring Bank Deposits (RD)

Under a Recurring Deposit account (RD account), a specific amount is invested in bank on monthly basis for a fixed rate of return. The deposit has a fixed tenure, at the end of which the principal sum as well as the interest earned during that period is returned to the investor. Recurring Bank Account provides the element of compulsion to save at high rates of interest applicable to Term Deposits along with liquidity to access those savings any time. Since a recurring deposit offers a fixed rate of return, it does not provide protection against inflation. 

There is great flexibility in period of deposit with maturity ranging from 6 months to 120 months. The minimum monthly deposit varies from bank to bank. In most of the public sector banks, one can start a Recurring Deposit Account with a monthly installment of Rs. 100/- only. There is no upper limit on investing. The rate of interest varies between 7 and 11 percent depending on the maturity period. Loan/overdraft facility is also available against Recurring Bank Deposits.

The deposit for RD account is paid in monthly installment and each subsequent monthly installment has to be made before the end of the calendar month and is equal to the first deposit. In case of default in payment, penalty is levied for delayed deposit at the rate of Rs. 1.50/- for every Rs. 100/- per month for deposits up to 5 years and Rs. 2/- per Rs. 100/- in case of longer maturities. 

In case of Recurring Deposit being closed before completing the original term of the deposit, interest will be paid at the rate applicable on the date of deposit, for the period for which the deposit has remained with the Bank. Premature withdrawal is also permissible but penalty is levied. TDS is not applicable on Recurring Deposits.
6.3 Investment

Investment is putting money into something with the expectation of profit. More specifically, investment is the commitment of money or capital to the purchase of financial instruments or other assets so as to gain profitable returns in the form of interest, income (dividends), or appreciation (capital gains) of the value of the instrument. It is related to saving or deferring consumption.
6.4
Short-Term vs. Long-Term: a Comparison 

Obviously, there are differences between short-term and long-term investments. Short-term investments are designed to be made only for a little while, and hopefully show a significant yield, whereas long-term investments are designed to last for years, showing a slow but steady increase so that there is a significant yield at the end of the term. 
6.4.1
Advantages of Short-Term Investments 
The main advantages to short-term investments are the potential for fast growth and the fact that the term may only last a few weeks to a few months. Though there tends to be more fluctuation in many forms of short-term loans, these loans allow more control over money and it usually isn't out of possession for very long. 

6.4.2.
Disadvantages of Short-Term Investments 

As mentioned above, short-term investments tend to be a bit riskier and show a much higher rate of fluctuation than their long-term counterparts. While there is a good chance that make money with a short-term investment, there is also a chance to  lose money. 

This is especially the case when dealing with the stock market, since many of the short-term investments made with stocks and bonds involve precision timing to sell when the stocks or bonds are at their peak just before they begin to drop. 

6.4.3
Advantages of Long-Term Investments 

Just the opposite of short-term investments, long-term investments have the ability to gain small amounts of money over a longer period of time. The slow-but-steady pace of long-term investments allow for a much greater degree of stability and a much lower risk than short-term investments. They also are ideal for making your savings or retirement fund grow... the investments usually continue to grow over the years, maturing just as you need them. 

6.4.4
Disadvantages of Long-Term Investments 

Of course, the main disadvantage of long-term investments is that they increase in value slowly and can take years to mature.

For those individuals who need a high yield in a short period of time, long-term investments are definitely not the way to go... between the fees that are associated with some types of investment and the small fluctuations that any investment will experience, many long-term investments might actually go down in value before they begin to climb over time. 

Additionally, with many of the long-term investments that you'll find, you tend to have much less control over your money until the investment matures... there are usually penalties or fines for early withdrawal or selling stocks and bonds through long-term investment programs.

6.5
Option available for investment

a. Savings Account 
If you will put your money in savings account, you will earn very less or no interest on your money. It means your money will not grow much and can not beat inflation. The interest amount you earn during any financial year is taxable and adds along with your current income. But this is a safe investment till the bank does not go bankrupt, but it does not mean you will lose all your money, some lump-sump amount of money is insured for every account, so you need to find out how much money is insured by that bank for your account. Main benefit of savings account is liquidity, means you always have access to your money.

b. Fixed Deposits (Certificate of Deposit): 

Here you will get much better interest rate than savings account. You have the option to invest money for different time periods, right from 15 days to number of years. You will get different interest rates depending on the time period of investment and different banks offer different interest rates, so it is better if you can compare interest rates for different banks and invest wisely. This is again a safe investment till the time bank does not go bankrupt. But here your money may not be insured, different countries have different rules. And many times, only nationalized banks insures your money up to some limit, so you have to find out which bank is insuring your money. CDs also offer liquidity but you can not access your money at any time, you have to break the deposit in order to get your money before maturity and this process may take 2-5 days. In this case, you may not get the proposed interest rate, as there will be some penalty on interest rate. But still you will be getting better interest rate than savings account. But the interest amount you earn during any financial year is taxable and adds along with your current income.
Some tax-saving fixed-deposits are also available at some places with a lock-in period which may range from 3-5 years or so as per the tax-laws in your country. Here the amount you invested becomes non-taxable up-to certain limit, but the maturity interest amount will be taxable.
c.  Government Bonds 

You can invest in certain bonds which are directly offered through Government. These bonds give you much better returns than Savings Account, but have some lock-in period which varies as per country to country. Some places issue taxable bonds and some offers tax-saving bonds also. You need to find out at your place about the taxation policies for these bonds. These Government bonds may be considered as the safest way of investment as they are directly issued via Government bodies. Some banks also sell these Government bonds, so you may check the details from the bank website whether they are offering these types of bonds or not.

d. PPF (Public Provident Fund)
This is one of the best investment options with no risk involved. You will get around 8% rate of interest per annum. The only negative point is that it comes with a 15 years lock-in period. You can not withdraw your complete amount before 15 years. The money you deposit in PPF account is tax-free up to a certain limit and the best part is interest amount is also tax-free. So, if you want to save tax, looking for a long term investment or retirement planning, this could be one of the good options for you.

e.  Post Office Schemes
There are various investment schemes available in post offices, like NSC (National Savings Certificate), KVP (Kisan Vikas Patra), MIS (Monthly Income Scheme) and various others. All these schemes are completely risk-free, and you do not need to have large sum of money to start investing in these post office schemes. Some schemes offer Tax-saving benefits and some gives tax-free returns. 

f. Gold
Gold has always been associated with traditional investment. But even today, it has almost same significance as it was holding several years ago..

Although one thing that has changed in these years is, now you do not need to buy physical gold in order to invest in Gold. You can buy Gold ETFs from the stock exchange in the form of paper and even you can trade Gold ETFs in the same way as any other stock. If you are planning to buy Gold ETFs, just remember to ask for brokerage and annual charges that you may need to pay, Different brokers have different charges, so you need to understand all the charges that you may need to pay. The main benefit of ETFs is you do not have to worry about the quality of Gold as it is in the form of paper and you may sell it at the current market price whenever you want. Also you do not need any storage space to put physical gold.

Gold is considered as a long term investment, you may not get good appreciation in your investment if you plan to invest for medium term. It may give you good returns in short term due to its momentum nature but in medium term, you may not get good returns. Due to its dependency on the global market, it is not considered as the 100% safe investment

g. Property
Buying a property (house) or land is considered as the best investment option, but to invest in property, you need to have a good amount of money with you. Before investing in property, you should do some basic research of the locality/area to know the future prospects of that area, whether there is any scope of development in that area or not. If that locality is already developed and no further development is expected, then chances are you may not get much appreciation of the land price in the short term. But if the locality is about to develop, then you will see good rise in property rates in a short period of time. This investment option again is not a 100% safe option, as you never know when the price of the houses may fell down as what happened in US in the recession due to sub-prime crisis. So, if you are planning to invest in property, you should consider investing in up-coming localities and small cities that are near to metros to see good appreciation on the property rates..

6.6 Way to save money

Today the mantra is “work hard, play harder”. People who think of tomorrow are considered boring and losers. Most of the people work hard on the weekdays and splurge money on the weekends, as if that is our last day on earth. Although there is no harm in living lavishly, the expenses should not be so large that you end up like the fabled grasshopper and that too in this time of economic depression. Although it’s justifiable that you want to let loose of yourself and splurge sometimes, you have to remember to play safe. Learning how to save money can only work if you really want to curtail your expenses a bit. Here are some ways to help you save money and that too without stretching yourself much.
a. Set Saving Goals

Making smaller goals will be easier for you to save money. When there is no proper aim behind saving money, you would find yourself spending it, sooner or later. Therefore, make suitable plans of how you are going to save and why. The plans should not be too long-term, like saving for retirement. Although it may work for some people, it is not a realistic goal for many of us. Therefore, take one-step forward at a time, like saving for that bike. For instance, if you want to buy a television, narrow down on your choice and start saving for that. It’s easier if you have a perfect goal of saving an x amount of sum and when you are able to save that much; you are encouraged to save further too.

b. Set The time

After you have set your goal, allot a time in which you should save that much amount. If you have to buy a television, then divide the x sum into each month, which you can comfortably save without being stingy. Thrive for saving that much every month. However, don’t go overboard and try saving a hefty sum every month. You may save for few months that way, but eventually would come back to spending more and saving nothing. Zero in on the amount for which saving is perfectly possible, but don’t get too lenient as well and save very low amount every month.

c. Keep A Record Of Expenses

Always keep a record of every penny you spend. Keeping a record will help you check how much money you’re spending and how much you’re overspending. If you know that the money you spend on the weekend is the sum of money you earn working the weekdays, you are less likely to spend more.

d. Make A Budget

When you make a budget, it helps in saving a lot of money for you and also helps keep your over expenditure in check. Why, even governments have yearly budget plans! So, make it a habit to make a budget for every month and even stick to it.
e. Cut Unnecessary Expenses
If you want to save money, you need to cut on unnecessary expense. Keeping a record of what you spend will help you cross out the places you are likely to spend more money. In addition, when you know that you spend more money doing something, you will spend less the next time you are doing the same thing. It also helps you decide on what is more important and what is unnecessary. If you spend your weekend eating, drinking and partying, cut on it if possible. If you spend too much money buying clothes, make an objective of spending less on clothes in coming months.
f. Invest
Investing is not just for people who have more money. Even a person with moderate amount of money can invest. If you are interested in buying share, go ahead, provided you know about it. You can invest in something less risky as well, like gold. You can invest in retirement plans and insurance policies as well.

g. Open Savings Account
If you have hard time saving money, open a saving account and fix a sum of money from your account to be automatically transferred into the account. Make sure that you don’t keep a very hefty sum for that as well. Keep aside an amount you can comfortably live without. There are so many kinds of saving accounts and you can choose one as per your convenience.
6.7 Importance of saving and investment
a. To meet unexpected expenditure in life

According to a modern monetarist Milton Friedman, people’s current income has two components namely permanent and transitory component. Transitory component refers to the amount of income generated accidentally and unanticipated. It may be positive or negative. If it is negative people’s current income will decrease and they will become unable to meet their needs. At this time savings plays a crucial role in compensating this adverse situation and rescue them from borrowing.
b. Savings act as an inducement for investment
If a person has considerable savings, he will have a feeling that he is able to meet some unexpected expenditure and to face moderate risk. This feeling induces him to make investments. Savings can provide an excellent source for future business ventures as capital. It also allows for exploring sleeping talents and other interests that may increase one’s income.

c. Makes a felling of rationality 
Every normal human beings are rational in behavior. It means that they try to maximize their satisfaction with minimum spending. It induces them to save a part of their income.
d. Children’s education
One of the most important things a person can do is to educate his children. In today’s world education is very essential and so expensive. Therefore savings is very important on the side of education also. Quality based education will provide a great sense of accomplishment and peace of mind foe a person.
e. Achieve a feeling of self reliance
A habit of savings gives people the ability to enjoy independence and power to do things.
f. Security of the family
Even though in the process of income determination, we take income of an individual over his entire life span, death is an accidental fact. Everyone fears death. So they are always aware of the stability and security of their family. It forces them to save a portion of their income.
Savings and investment are mutually interconnected economic variables. When we examine the importance of savings, it is very essential to understand what is the role of investment in one’s life. Keynes’s psychological law of consumption shows that income is not equal to expenditure and it makes a gap between income and consumption. It can be filled in by additional investment only. If additional investment does not take place, income and employment will inevitably fall.
“All you need in this life is ignorance and confidence, and then success is sure.”
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