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HOUSEHOLD SAVING-VARIOUS ASPECTS 

FALL IN HOUSEHOLD SAVINGS: 
 The net financial savings of the household It is the difference between its gross financial savings and 

borrowing. The gross financial savings of a household is the extent to which its financial assets change 
during a period. 

 The financial assets of households typically comprise bank deposits, currency and financial 
investments in mutual funds, pension funds, etc. 

 Though household borrowing includes credit from non-bank financial corpora ons and housing 
corpora ons, the bulk of the borrowing comprises credit from commercial banks. 

 In general, there are at least three dis nct factors that can poten ally bring about a reduc on in 
household net financial savings: 

 First, households typically finance their addi onal consump on expenditure by increasing their 
borrowing or deple ng their gross financial savings. By financing higher consump on expenditure 
at any given level of disposable income, lower net financial savings provide s mulus for aggregate 
demand and output in this case. It hardly played any role in the sharp reduc on in gross financial 
savings in 2022- 23 as the consump on to GDP ra o remained largely unchanged between 2021-
22 (60.95%) and 2022-23 (60.93%). 

 Secondly, when households finance higher tangible (physical) investment by increasing their 
borrowing or deple ng their gross financial savings. The reduc on in net financial savings in this 
case s mulates aggregate demand and output through the investment channel. 
 This factor played only a limited role. While the gross financial savings to GDP ra o declined 

by 3 percentage points (7.3% to 5.3%) in 2022-23, household physical investment to GDP ra o 
increased only by 0.3 percentage point (12.6% to 12.9%) during the same period. Though 
higher borrowing is partly financed by interest income from financial assets, it can be largely 
a ributed to higher interest payments of the household in the recent period. 

 Domes c saving (Investment) of India is divided into two parts - Public Saving (Investment) 
and Private Saving (Investment). 

 Private Saving (Investment) is further divided into two parts, those are Household Saving 
(Investment) and Corporate Saving (Investment). 

 The term ‘households’ includes not only individual households but also noncorporate 
businesses and also non profit ins tu ons working as households. 

 The unregistered micro, small and medium enterprises are thus covered under the defini on 
of household sector. 

 A large share of Indian household income goes into savings in the form of physical assets like 
gold and housing and financial assets like deposits, shares, pension funds etc. Savings by the 
household sectors is the most prominent component in the gross savings. 
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 As percent to GDP, financial savings have remained stable at roughly 10 percent of GDP over 
the last five years. However, as share of household savings, share of financial savings is 
increasing, as savings in physical assets is declining over the years. 

 Financial savings of Indian households are primarily in short-term assets. 57 % of the financial 
savings are in cash and deposits, classified as shor erm assets. leaving a very small por on of 
savings in long-term savings in assets like long-term bonds, insurance, pension etc. 

 Third, when interest payment of a household increases say due to higher interest rates, 
households can meet the increased burden through borrowing or through deple ng gross 
financial savings thereby inducing a reduc on in net financial savings. 

 The share of household borrowing in household (disposable) income registered a sharp spike 
in 2022-23. 

Implication of higher debt burden: 
 The rise in household debt burden has two concerns for the macroeconomy. 
 The first concern is about debt repayment and financial fragility. Since the repayment capacity 

depends on the income flow, a key criterion for evalua ng a household’s debt sustainability is the 
difference between interest rate and the income growth rate. 

 On the flip side, the interest payments from the households are the interest income of the 
financial sector. If households fail to meet their debt repayment commitments, then it reduces 
the income of the financial sector and deteriorates their balance sheets, which in turn can have a 
cascading effect on the macroeconomy if the la er responds by reducing their credit 
disbursement to the non-financial sector. 

 The second concern pertains to the implica on on consump on demand. Over and above disposable 
income, the consump on expenditure of the household can be affected by their wealth, debt, and 
interest rate. Reduc on in household wealth can lead to lower consump on expenditure as 
households may a empt to preserve their wealth posi on by increasing their savings. 

Subjective Question: 
Q.1  Evaluate the trend of household savings in India and its implications on economic stability, 

considering the decline in net financial savings and the rise in household debt. (150 words) 
 
Objective Question 
Q.2   Consider the following statements with respect to composition of Savings in India: 

1. Household savings have the largest share in Gross Domestic Savings.  
2.  As a percent of GDP, household financial savings have steadily increased in the last five years. 
3.  Financial savings of Indian households are primarily in long-term assets. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 3 only  

(c) 3 only 
(d) 1 and 2 only

Answer: (a) 
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Liver: 
 Largest organ in our body that helps process nutrients from food and drinks and filters harmful 

substances from your blood. 
 The liver secretes bile, which is later stored in the gall bladder. Bile is needed for the breakdown of 

fats in the body. It also plays a role in burning of fat.  

What is Fatty Liver? 
 Also known as hepa c steatosis 
 It happens when fat builds up in the liver. 
 Excess fat can cause inflamma on called steatohepa s (steato=fat + hepar=liver + 

i s=inflamma on), although there is no rela onship between the amount of fat present and the 
poten al for inflamma on. Steatohepa s can lead to cirrhosis (fibrosis, scarring and hardening of 
the liver). There is also an associa on with liver cancer (hepatocellular carcinoma). 

Types: 
 When fa y liver develops in someone who drinks a lot of alcohol, it’s known as alcoholic fa y liver 

disease (AFLD). 
 In someone who doesn’t drink a lot of alcohol, it’s known as non-alcoholic fa y liver disease (NAFLD). 

What Causes Fatty Liver? 
 Obesity: Obesity involves low-grade inflamma on that may promote liver fat storage. It’s es mated 

that 30–90% of obese adults have NAFLD, and it’s increasing in children due to the childhood obesity 
epidemic 

 Excess belly fat: Normal-weight people may develop fa y liver if they are “viscerally obese,” meaning 
they carry too much fat around the waist 

 Insulin resistance: Insulin resistance and high insulin levels have been shown to increase liver fat 
storage in people with type 2 diabetes and metabolic syndrome 

 High intake of refined carbs: Frequent intake of refined carbs promotes liver fat storage, especially 
when high amounts are consumed by overweight or insulin-resistant individuals 

 Sugary beverage consump on: Sugar-sweetened beverages like soda and energy drinks are high in 
fructose, which has been shown to drive liver fat accumula on in children and adults 

 Impaired gut health: Recent research suggests that having an imbalance in gut bacteria, problems 
with gut barrier func on (“leaky gut”) or other gut health issues may contribute to NAFLD 
development. 

Symptoms of Fatty Liver: 
 Fa gue and weakness 
 Slight pain or fullness in the right or center abdominal area 
 Elevated levels of liver enzymes, including AST and ALT 
 Elevated insulin levels 
 Elevated triglyceride levels 
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What are some lifestyle changes that can help with fatty liver disease? 
 If you have any of the types of fa y liver disease, there are some lifestyle changes that can help: 
 The most important part of trea ng alcohol-related fa y liver disease is to stop drinking alcohol. 
 Eat healthy diet, limit salt and sugar, plus eat lots of fruits, vegetables, and whole grains 
 Get vaccina ons for hepa s A and B, the flu and pneumococcal disease. If you get hepa s A or B 

along with fa y liver, it is more likely to lead to liver failure. People with chronic liver disease are more 
likely to get infec ons, so the other two vaccina ons are also important. 

 Get regular exercise, which can help you lose weight and reduce fat in the liver 

Practice Question: 
Q.3 A fatty liver disease is caused due to the deficiency of 

(a) Protein  
(b) Fat  
(c) Vitamin  
(d) Mineral 

 
Answer: (a) 
 
Q.4 With reference to the Non-Alcoholic Fatty Liver Disease, consider the following statements: 

1. Non-alcoholic fa y liver disease (NAFLD) is an umbrella term for a range of liver condi ons affec ng 
people who drink li le to no alcohol. 

2. Some individuals with NAFLD can develop non-alcoholic steatohepa s (NASH), an aggressive form 
of fa y liver disease. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

Answer: (c) 
 Union Health Minister Harsh Vardhan said that India has become the first country in the world to 

iden fy the need for ac on for Non-Alcoholic Fa y Liver Disease. He said this while launching the 
opera onal guidelines for integra on of Non-Alcoholic Fa y Liver Disease with the Na onal 
Programme for Preven on & Control of Cancer, Diabetes, Cardiovascular Diseases and Stroke. Non-
alcoholic fa y liver disease (NAFLD) is an umbrella term for a range of liver condi ons affec ng people 
who drink li le to no alcohol. As the name implies, the main characteris c of NAFLD is too much fat 
stored in liver cells. NAFLD is increasingly common around the world, especially in Western na ons. 
Some individuals with NAFLD can develop non-alcoholic steatohepa s (NASH), an aggressive form 
of fa y liver disease, which is marked by liver inflamma on and may progress to advanced scarring 
(cirrhosis) and liver failure. This damage is similar to the damage caused by heavy alcohol use. Hence 
both statements are correct. 
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The European Union has Seven Institutions:  
1. The European Parliament, 
2. The Council of the European Union,  
3. The European Commission,  
4. The European Council, 
5. The European Central Bank, 
6. The Court of Jus ce of the European Union 
7. The European Court of Auditors.  

European Parliament: 
 The European Parliament is an important forum for poli cal debate and decision-making at the EU 

level. 
 It is the EU’s law-making body, and shares its power with the EU Council.  
 It is directly elected by EU voters every 5 years. 
 The European Parliament allows the ci zens of the EU to par cipate directly in European poli cal 

affairs. 

What does the Parliament do?  
 The Parliament has 3 Main Roles:  

 Legisla ve: 
 Passing EU laws, together with the Council of the EU, based on European Commission 

proposals 
 Deciding on interna onal agreements  
 Deciding on enlargements 
 Reviewing the Commission’s work programme and asking it to propose legisla on. 

 Supervisory: 
 Democra c scru ny of all EU ins tu ons 
 Elec ng the Commission President and approving the Commission as a body. Possibility of 

vo ng a mo on of censure, obliging the Commission to resign 
 Gran ng discharge, i.e. approving the way EU budgets have been spent  
 Examining ci zens’ pe ons and se ng up inquiries 
 Discussing monetary policy with the European Central Bank  
 Ques oning Commission and Council 
 Elec on observa ons  

 Budgetary: 
 Establishing the EU budget, together with the Council 
 Approving the EU’s long-term budget, the “Mul annual Financial Framework”  

 The EU is a unique suprana onal en ty. Its member states pool their sovereignty to acquire a 
collec ve strength and global influence that they cannot achieve individually. 

European Union (EU): 
International organization comprising 
27 European countries and governing 
common economic, social, and security 
policies. 

TA
THA

STU IC
S



 

 
53/1, Upper Ground Floor, Bada Bazar Road, Old Rajinder Nagar, New Delhi -110060 

www.tathastuics.com                                  9560300770, 9560300554                   enquiry@tathastuics.com 

 In prac ce, this means that member states delegate some of their decisionmaking powers to the 
shared ins tu ons they have established. The European Parliament, the Council of the EU, and the 
European Commission (EC) are some of their core ins tu ons. 

 Members of the European Parliament (MEPs) are directly elected by ci zens of the 27 member states. 
Therefore, it provides a certain democra c legi macy to all EU ac vi es. 

 The 720 seats of the Parliament are allocated on the principle of ‘degressive propor onality’, meaning 
smaller states elect more MEPs than their popula ons would propor onally warrant. MEPs are 
chosen by propor onal representa on, ensuring the number of elected MEPs is propor onal to the 
votes they receive. 

What are the functions of the European Parliament? 
 The Parliament has three major func ons. 
 First, it adopts and amends EU legisla on along with the Council of the EU. Second, it supervises the 

func oning of all other EU ins tu ons and bodies, par cularly the EC. It approves or rejects 
appointments to the EC. Third, the Parliament shares authority over the EU budget with the Council, 
which allows it to influence EU spending. 

 The Parliament also ra fies interna onal agreements, including those on trade and investment. 
 The new Parliament will shape the EU’s direc on for the next five years on issues such as climate 

change, migra on, the Green Deal aimed at making Europe climate neutral by 2050, digi sa on, 
support for Ukraine, and policies toward Russia, China, the Middle East, and the Indo-Pacific. 

Who will be the major players in the new European Parliament? 
 Voters in the European Parliament elec ons choose from their na onal poli cal par es. The winning 

candidates then become part of Europe-wide poli cal groups in the European Parliament. Almost all 
major par es in the 27 EU countries are affiliated with one or other of these European groups, based 
on commonali es in ideology. 

 A minimum of 23 MEPs from at least one-fourth of EU Member States can form a new group in the 
European Parliament. Currently, there are seven groups in the Parliament: European People’s Party 
(EPP); Progressive Alliance of Socialists and Democrats (S&D); Renew Europe; Greens/ European Free 
Alliance (Greens/ EFA); European Conserva ves and Reformists (ECR); Iden ty and Democracy (ID), 
and the Le  Group (GUE/ NGL). 

 Many European centre-right conserva ve par es, like Germany’s Chris an Democra c Union (CDU), 
align with the EPP. Most centre-le  socialist par es, like Spain’s Socialist Workers’ Party, are part of 
the S&D group. Many centrist liberal par es, such as Macron’s Renaissance party, belong to Renew 
Europe. Most right-wing par es are associated with the ECR and ID groups, like Meloni’s Brothers of 
Italy and Marine Le Pen’s Na onal Rally respec vely. 

 No group has been able to achieve a majority in the Parliament in recent years. But the EPP and the 
Socialists have remained the two major groups. With each elec on, the Parliament has become more 
fragmented, leading to issue-based coali ons. 

 This year, the right and far right have grown at the expense of the Greens, Renew, and Socialists. But 
pro-Europe progressive groups like the EPP, S&D, Renew, and Greens have s ll managed to win more 
than 60% of the seats. 
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 Two far-right poli cal par es — Alterna ve for Germany (AfD) and Hungarian Fidesz — are not part 
of any group. Altogether, far-right par es are projected to secure more than 150 seats. Overall, while 
the EPP has emerged as a clear winner, far-right par es have gained significantly. 

How might the EU’s position on hot-button issues like immigration be affected by these results? 
 The European Parliament mirrors broad poli cal trends across Europe. Many EU countries such as 

Italy, Finland, and Hungary, have right-wing governments. Right-wing par es have made significant 
gains in Germany and France in recent years. 

 As a result, the posi on of the Right in the European Parliament has also strengthened. These par es 
are gaining trac on from issues including increased immigra on into Europe, na onal iden ty, and 
scep cism towards many EU policies. Their persistent an -immigrant, an -EU, and an -Islam rhetoric 
has resonated with many voters. 

 This shi  has pressured many centre-right par es to adopt harder posi ons on immigra on. There 
will be increased support for ghter border controls and stricter immigra on and asylum rules in the 
new Parliament. 

 The high costs of green transi on goals may also face scru ny. Although climate ac on remains 
generally popular in Europe, many par es exploit the scep cism for specific measures. 

 They have gained support from farmers protesting against emission reduction measures, consumers 
facing rising energy prices, and industries struggling with declining competitiveness due to the switch 
from fossil fuels. Even the EPP now aims to overturn the ban on combustion engine cars by 2035. 
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