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You should set aside 
a portion of your 
income BEFORE you 
spend anything. 

     
     
    

CHAPTER - 1 

Basic Banking 

1. Budgeting, Saving and Responsible 
Borrowing 
What is a budget? 

Put simply, it is a plan of your future 
income and expenses. Budgets can be 
yearly, monthly or even weekly. 

  ? 

           
       ,         

Why prepare a budget at all? 

With a budget in hand, you will be able to control your expenses better and save more. 
Comparing the budget with the actual expenditure will show where you spent more (or less).  

   ? 

                       
          (  )    

What is Saving? 

It would be a good approach to view Saving as follows: 

Saving = Income - Expenditure  

Expenditure = Income – Saving 

  ? 

        : 

 =  -   

 =  -  

Where to Save? 

The three important things that one must keep in mind while Saving are Safety, Liquidity and 
Return. 
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To invest in property 
     

To fund education 
     

TFor personal expenditure 
   

Using credit card irresponsibly 
to fund expenses 

      -
      

Safety will depend on how certain/guaranteed return of your principal amount or investment 
from a particular asset are. Government Bonds are the safest. Bank Fixed Deposits are also 
considered comparatively safe. 

Liquidity will depend on how easy it is to sell an asset with minimum loss in value. Bank 
Deposits, listed and traded Equity Shares and Mutual Funds are considered comparatively more 
liquid. 

Return will be dependent on the type of financial product and the risk that product carries with 
it. Equity share may give you more returns but may carry higher risk of loss. 

  ? 

             ,    ( )  

                    /   / 
        (  )          

                     , 
                

 ( )                   
            

Responsible Borrowing 

One should borrow to invest in assets that create value or generate returns. Examples of good 
borrowing are mortgage loans to buy a house, education loan for funding children’s higher 
education etc. 

   

                        
         ,        ,  
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Money in regular Savings 
Bank accounts fetches very 
low rates of interest, hence 
can be termed passive 
savings. 

       
      , 

      
  

Instead, invest in 
Recurring/ Fixed Deposits 
of banks that fetch better 
returns. 

  ,    / 
       

    

2. Deposit Accounts (  ) 
Passive vs. Active Savings (    ) 

 
 

 

 

 

 

What is nomination and why nominate?  

A nominee is the person who is entitled to receive the money lying in the bank account (as a 
trustee of the legal heir/s of the deceased depositor) after the death of the depositor in single 
account and death of all depositors in case of a joint account. Nomination helps in quick 
settlement of claims and reduces hardship for surviving family members. 

“Always fill up the nomination form when you open a bank deposit account. Approach your 
bank to update your nomination details, when needed, and obtain acknowledgment.”

       ? 

 ( )                     
                 (         

)                        

“                
          " 

3. Credit Scores (  ) 

What exactly is a Credit Score? (      ?) 

Credit Score (a three digit number) indicates a borrower’s 
creditworthiness and is typically based on his/her credit history and 
other factors 

It is given along with Credit Information Report issued by a Credit 
Information Company 

Credit Score would be higher in case the borrower has always 
repaid loans taken from banks/financial institutions on time 

  (    )           
     (  )        
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            /          
  

Why is Credit Score important? 

Banks / Financial institutions ascertain/check your credit score and credit history, along with 
other factors, while sanctioning your loans. 

All other things remaining the same, a borrower with a higher credit score will usually be 
able to borrow at a lower rate of interest. 

    ? 

/            -        
(  )     

     ,                 

4. New Categories of Banks and Business Correspondents 

4.        

In recent years, other than conventional banks, certain other categories of banks have come 
into existence like Payments Banks and Small Finance Banks. Key objective of setting up of both 
types of banks is to promote greater financial inclusion through a secured, technology driven 
environment. 

   ,    ,                 
          ,         

     

Payments Banks 

Can hold demand deposits from public up to 2 lakh per customer but cannot accept 
recurring/fixed deposit 

Can issue ATM/Debit Cards but not Credit Cards 

Cannot give any loans and advances 

  

    2         
,  /        

/           
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Small Finance Banks 

Small Finance Banks provide savings vehicle primarily to unserved and underserved sections of 
the population and extend small ticket loans (Atleast 50% of SFB’s loan portfolio has to 

l business units, micro and small 
enterprises, small and marginal farmers, entities in the unorganised sectors, through high 
technology low-cost operation 

   

                 ,    
,    ,              
      (         50%  25        

 )    

Small business units (   ) 

Micro and small enterprises (    ) 

Small and marginal farmers (    ) 

Entities in the unorganized sector (    ) 

5. Inoperative Accounts (  ) 
What is an Inoperative Account? 
A savings/ current account shall be treated as inoperative, if there are no ‘customer induced 
transactions’ in the account for a period of over two years. 

   ? 
            '   '   ,   /     
  

Why ‘inoperative accounts’ have been segregated from other accounts?  
Inoperative accounts are segregated from other accounts to reduce the risk of frauds and to 
bring to the attention of dealing bank staff the increased risk in the account. 

'  '         ? 
                       

       

What is the process for activating an inoperative account?  
Banks have been advised to make available the facility of updation of KYC for activation of 
inoperative accounts/ unclaimed deposits at all branches (including non-home branches) 
and through Video Customer Identification Process (V-CIP) if requested by the account 
holder, subject to the facility of V-CIP being provided by the bank. The customers can 
accordingly approach the nearest bank branch concerned. 
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The banks have to activate the inoperative account within three working days adhering to 
the KYC guidelines prescribed by RBI such as Customer Due Diligence (CDD), customer 
identification, risk categorisation, etc. 
The banks are also required to automatically intimate the inoperative account/ unclaimed 
deposit holders though SMS and registered email stating that on the basis of the KYC 
documents submitted by them, the inoperative status of the account has been removed. 

        ? 

          ( - -  )   /       
                -  

  ( - )      , (       -   
  )           

               ( ), 
 ,                  
 

   /                 
          ,         

Are there any charges for activation of inoperative account?  
There are no charges for activation of inoperative account.  

           ? 
           

Whether interest is paid on inoperative savings bank account?  
Interest on savings bank accounts is credited on regular basis irrespective of whether the 
account is operative or not. If a Fixed Deposit Receipt matures and proceeds are unpaid, the 
amount left unclaimed with the bank shall attract rate of interest as applicable to savings 
account or the contracted rate of interest on the matured fixed deposit, whichever is lower.  

         ? 
           ,             

            ,             
         ,    ,   

Whether the information on inoperative accounts is available on bank’s website?  
Banks have to display the list of unclaimed deposits/inoperative accounts which are inactive / 
inoperative for ten years or more on their respective websites. A search facility is also provided 
by banks to members of public to search the list of accounts by name of the account holder. The 
customers can also use the search facility provided by RBI on UDGAM portal 
(https://udgam.rbi.org.in/ unclaimed-deposits/#/login) for searching their unclaimed deposits 
transferred by banks to RBI’s Depositor Education and Awareness (DEA) Fund. This search 
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facility is presently available for 30 banks as listed here (https://www.rbi. 
org.in/Scripts/BS_PressReleaseDisplay. aspx?prid=56498). 

          ? 
        /             

                        
                    
    UDGAM  (https://udgam.rbi.org.in/unclaimed-deposits/#/login)  RBI  
                  30      

(https://www.rbi.org.in/Scripts/BS_Press Release Display.aspx?prid=56498)  


