MODEL QUESTIONS OF COMMERCE -MINOR (BCOM)
SEMESTER - 3-FINANCIAL LITERACY
(AS PER NEP SYLLABUS OF BERHAMPUR UNIVERSITY)

Paper 3.4
Course Title Financial Literacy
Paper Code CORE-II1.2
Paper Type Inter-Disciplinary Minor

Credit Points -4

Prepared by
Dr. PINKI RANI DEI
ASSISTANT PROFESSOR OF COMMERCE
GOVERNMENT SCIENCE COLLEGE, CHATRAPUR

1
Dr. PINKI RANI DEI

ASSISTANT PROFESSOR OF COMMERCE




SYALLABUS

Unit-1: Introduction to Financial Literacy
Definition and importance of financial literacy; objectives; and the impact of financial decisions
on personal well-being. Financial Goal Setting: Setting SMART financial goals, prioritizing them

based on needs and values, and developing a personal financial plan.

Unit-2: Budgeting and Expense Management
Basics of budgeting, tracking income and expenses, creating and managing a budget. Saving and
Emergency Funds: Importance of saving, Strategies for building emergency funds, Savings

accounts, and other saving options.

Unit-3: Introduction to Investing

Basics of investing, Types of investment options (stocks, bonds, mutual funds, etc.), Risk and
return. Investment Strategies: Diversification and asset allocation, Long-term vs. short-term
investing, Understanding investment risk. Credit Management: Importance of good credit; Credit
scores and reports; Managing credit cards and loans; Debt Management and Repayment:
Understanding different types of debt; Strategies for debt repayment; Debt consolidation and

refinancing options.

Unit-4: Evaluating financial products and services
Importance of insurance (life, health, property); understanding insurance policies and coverage
options—financial Decision-Making: making informed financial decisions and avoiding

common financial pitfalls.
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Here is a comprehensive set of short and long exam-oriented questions based on the Unit 1-
Unit 4 syllabus for Financial Literacy. These questions are structured to assess foundational

concepts, definitions, and core differences, perfect for a third-semester B.Com Minor exam.

Short answer-type question

What is finance?

Define finance.

What is liquidity?

What is investment?

Explain the meaning of a budget.
Mention the two scopes of finance.
Mention the basic principles of finance.
What is private finance?

9. What is public finance?

10.What is personal finance?

11.Explain the meaning of business finance.
12.What does it mean to create a personal budget?
13.Mention two importance of personal finance.
14.Name the elements of personal finance.
15.What is a financial goal?

16.Explain the term emergency fund.
17.Mention two features of a financial plan.
18.Why are financial goals important?
19.Explain the meaning of SMART financial goals.
20.What is a financial institution?

21.What is the full form of NBFC?
22.What is the full form of NPA?

23.What is repo rate?

24.What do you mean by cash reserve ratio?
25.What is a debit card?

26.What is a credit card?

27.What do you mean by investment bank?
28.What is financial literacy?

29.Define financial literacy.

30.What is financial stress?

31.What are financial literacy skills?
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32.Give examples of financial literacy.

33.What do you mean by the term financial protection?

34.What is a digital payment?

35.Define digital payment.

36.What is a payment gateway?

37.Explain the meaning of internet banking.

38.What is the full form of BHIM?

39.What is an electronic clearing service?

40.Explain the meaning of a QR Code.

41.What is the full form of NEFT?

42.What is a unified payments interface?

43.What is a fund transfer?

44.Explain the meaning of digital literacy.

45.What is a personal budget?

46.Exercises Why is personal budgeting important for financial health?
47.What are the main components of a personal budget?

48.How can tracking expenses help in personal budgeting?

49.What is the difference between fixed and variable expenses?
50.How often should one review their personal budget?

51.What tools or apps can be used for personal budgeting?

52.What role does goal-setting play in personal budgeting?

53.What is traditional budgeting?

54.Explain the key steps of traditional budgeting.

55.How does zero-based budgeting differ from traditional budgeting?
56.What expenses are included in the 50/30/20 budgeting rule?
57.What are the advantages of using a traditional budgeting approach?
58.Explain how zero-based budgeting helps in reducing unnecessary expenses??
59.What is the primary focus of the 50/30/20 rule?

60.How often should a traditional budget be revised or updated?
61.What challenges might someone face when implementing zero-based budgeting?
62.1Is the 50/30/20 rule suitable for everyone? Explain why or why not?
63. How can one track their spending when using traditional budgeting techniques?
64.Mention some of the popular budgeting apps available today.
65.How does using a spreadsheet help in personal budgeting?

66.What features should one look for in a budgeting app?

67.Can budgeting apps help track investments? Explain How?

68.What is the difference between a budgeting app and a digital wallet?
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69. How secure are the budgeting apps in terms of data protection?

70.What are the advantages of using Google Sheets for budgeting?

71.Can Microsoft Excel be used for creating a personal budget? If so, how?

72.How do budgeting apps handle multiple income sources or irregular income?

73. Are there any free budgeting apps that offer comprehensive features? Exercises

74.What is the meaning of tracking expenses? Why is it important to track expenses?

75.What are the primary objectives of tracking expenses?

76.How can tracking expenses lead to better budgeting?

77.What tools or methods are commonly used for tracking expenses?

78.How often should individuals track their expenses?

79.What are fixed and variable expenses in the context of tracking?

80.Can tracking expenses help in achieving financial goals? If so, how?

81.What common mistakes do people make when tracking expenses?

82.How can technology streamline the expense tracking process?

83.What is an emergency fund? What is the importance of having an emergency fund?

84.How much money should one ideally have in an emergency fund?

85.What are the common expenses that an emergency fund can cover?

86.How quickly should an emergency fund be accessible?

87.What are the recommended methods for creating an emergency fund?

88.How can one determine the right size for their emergency fund based on individual
circumstances?

89.What are the strategies to build an emergency fund quickly?

90.Can an emergency fund earn interest? If so, how?

91.What is savings? Exercises: What is a women’s savings account?

92.What is a senior citizen’s savings account?

93.What is the meaning of investment?

94 Name two safe investment options.

95.Mention one difference between stocks and bonds.

96.Investment in gold can be done in what form?

97.What are the minimum and maximum investment limits for PPF?

98.What is KYC?

99.What is investment risk?

100. What 1s volatility risk? Give an example of a business risk.

101. What is the financial market? What is a money market?

102. What is the capital market?

103. Mention one difference between the money market and the capital market.

104. What is dematerialization?
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105.
106.
107.
108.
109.
110.
111.
112.
113.
114.
115.
116.
117.
118.
119.
120.
121.
122.
123.
124.
125.
126.
127.
128.
129.
130.
131.
132.

Long

1.
2.

3.

What is share?

In which year was NSE incorporated?

At what time does the market open and close for trading during a day?
What are the terms of a loan?

List two key components of a loan agreement.

What is the principal amount in a loan?

Define interest rate in the context of a loan.

What is a loan tenure?

Name one type of loan fee that borrowers may be charged.

What is debt? Identify two types of debt and provide a brief definition for each.
What is the difference between secured and unsecured debt?

Why is it essential to have a debt management strategy?

What is debt consolidation?

Name one common method for reducing personal debt.

What is a credit score?

Mention two importance of credit score.

Explain the meaning of the term credit mix.

What is the credit Limit?

What does a credit score represent?

What is credit?

What is open credit?

What is revolving credit?

Explain the term collateral.

When was SEBI formed?

Mention the three categories of participants in the financial market.
Where is the head office of SEBI?

When was the SEBI Act regulated?

Mention the full form of SEBI.

answer-type question

Explain the objectives of finance. Discuss the importance of finance.
Explain the types of finance.“Finance is the language of business.” Explain.

Distinguish between finance and economics. Explain the features of finance.

What are the differences between finance and accounting?
Why is finance important for a small business?.

How does personal finance help an individual?

Distinguish between personal finance and business finance.
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Explain the areas of personal finance.

Elaborate on the strategies for managing personal finance.

How to achieve your financial goals?

What is a financial goal?

Explain the examples of financial goals.

9. Explain the types of financial goals. How to set your financial goals?

10.Explain the objectives of financial institutions.

11.Discuss the types of financial institutions.

12.Explain the challenges faced by the financial institutions.

13.Mention the function of financial institutions.

14.Explain the advantages of financial institutions.

15.How can one attain financial literacy? Explain briefly.

16.What is financial literacy and why is it important?

17.How to improve financial literacy skills?

18.Mention the component of financial literacy.

19.Explain the basic principles of financial literacy.

20.Explain the benefits of digital payment.

21.Mention the different types of digital payment options available in India.

22.What is digital payment? Explain its limitations.

23.Explain the meaning of a personal budget and its significance in achieving financial
stability.

24.How does it impact an individual’s spending behavior?

25.Explain the purposes of a personal budget.

26.How can individuals use their personal budget to prepare for unexpected expenses
or emergencies?

27.Explain the key features of a personal budget.

28.Explain how cultural attitudes towards money can influence personal budgeting
practices.

29.Explain the traditional budgeting method in detail, including its advantages and
disadvantages.

30.How does traditional budgeting method impact financial planning for individuals
or organizations?

31.Explain the zero-sum budgeting process. How does it promote a more efficient
allocation of resources compared to traditional budgeting?

32.Explain the 50/30/20 rule. Explain how it can simplify personal finance management

and its effectiveness in helping individuals reach their financial goals.
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33.Compare and contrast traditional budgeting and zero-based budgeting in terms of
flexibility, time investment, and resource allocation.
34.How can the 50/30/20 rule be adapted for different income levels or financial
situations? Provide examples of how one might adjust the percentages based on
their circumstances.
35.Write a comprehensive note on the evolution of budgeting tools from traditional  paper-
based methods to digital apps and spreadsheets.
36.Compare the functionalities of popular budgeting apps such as Mint, You Need a
Budget (YNAB), and Personal Capital.
37.Which app might be most suitable for different types of users?
38. Analyze the role of spreadsheets in budgeting, focusing on their flexibility and
customization capabilities.
39.Investigate the security measures implemented by budgeting apps to protect user data.
40.How do these apps ensure privacy and compliance with financial regulations?
41.Explain the educational component of budgeting apps and spreadsheets.
42.How do these
tools help users understand financial concepts and make informed decisions?
43.Explain the concept of tracking expenses. What does it entail, and what are the
key components involved in maintaining an accurate record of expenditures?
44.Analyze the objectives behind tracking expenses.
45.Compare and contrast different strategies for tracking expenses, such as manual
logging, using spreadsheets, and employing apps.
46.What are the advantages and disadvantages of each method?
47.Examine the psychological effects of tracking expenses.
48.Explain the common strategies for tracking both personal and business expenses.
49.Explain the role of expense tracking in achieving long-term financial goals, such
as saving for retirement or purchasing a home.
50.Explain the challenges that individuals face when they attempt to track their
expenses consistently.
51.How can these barriers be overcome to promote more disciplined financial management?
Write a note on the importance of categorizing expenses when tracking them.
52.Explain the concept of an emergency fund and its purpose in personal finance.
What distinguishes it from regular savings accounts?
53.Explore the importance of having an emergency fund in the context of financial stability.
54.Compare and contrast different methods for creating an emergency fund, such as
automatic transfers, budgeting cuts, and side hustles. What are the advantages
and disadvantages of each method?
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55.Investigate the relationship between emergency funds and financial stress. How
can having an emergency fund alleviate anxiety related to unforeseen expenses?

56.Examine the challenges that individuals face in establishing and maintaining an
emergency fund.

57.Explain the specific circumstances where an emergency fund becomes crucial,
such as during economic downturns, illness, or natural disasters.

58.What are the advantages of investment?

59. Write a short note on EPF.

60.State some post office schemes and analyze their investment potential.

61.1s real estate a good or bad investment?

62. Briefly highlight some pension schemes.

63.What principles should be followed by an investor while taking an investment decision?

64.Compare and contrast fixed deposits and recurring deposits.

65.What are mutual funds? How can an investor start investing in mutual funds?

66.Discuss what the public provident fund is.

67.What strategies can be followed for mitigating investment risks?

68.Explain the different types of investment risks with suitable examples.

69.“Don’t put all your eggs in one basket”- Explain in terms of investment risks.

70.What are the types of stock exchange?

71. What are the functions of a stock exchange?

72.State the functions of the National Stock Exchange.

73.Write a short note on the Bombay Stock Exchange.

74.Explain the positive impact on personal finance.

75. Discuss the negative impact on personal finance.

76.Explain the concept of the terms of a loan, highlighting its importance in loan
agreements.

77.Discuss the key components that are typically included and how they impact the
borrower’s obligations and the lender’s protections.

78.Examine the concept of loan tenure and its significance in loan repayment strategies.

79.Explain the elements of debt.

80. Discuss the types of debt.

81. Distinguish between credit and debt.

82.Explain different strategies for managing debt effectively, including the debt
snowball and debt avalanche methods.

83.Why is credit score important to you?

84. Explain the components of a credit score. How are credit scores calculated?
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85.Explain the Importance of credit.  Mentions the advantages and disadvantages of credit.

Explain the types of credit.

86.What role is played by SEBI?

87. Explain the functions of SEBI? Write a short note on the protective functions of SEBI.
88.What is the primary market? State its characteristics. Write a short note on IPO.

89.How is the capital market classified? Highlight the different types of financial markets.
90.What are the characteristics of the money market? Write a short note on the

secondary market.

91.In what ways can an individual save?
92.“Saving is important for securing an individual’s financial well-being.” — Explain.
93.What are the advantages of opening a savings account in a bank?

Unit 1: Introduction to Financial Literacy

Q1. Define financial literacy.

o Answer: Financial literacy refers to the essential skills, knowledge, and behaviors
required to make informed and effective real-life decisions regarding money
management.

Q2. List three core economic concepts included in financial literacy.

o Answer: Three core concepts are budgeting, saving and investing, and debt
management (or credit/risk management).

Q3. State two reasons why financial literacy is important for individuals.

o Answer: It promotes personal financial stability and enables individuals to make
educated choices about financial products while avoiding predatory scams.

Q4. How does financial literacy contribute to broader economic growth?

o Answer: A financially literate population participates responsibly in the economy
through stable saving and investing, leading to greater economic resilience and
stability during downturns.

Q5. What does the acronym SMART stand for in financial goal setting?

o Answer: Specific, Measurable, Achievable, Relevant, and Time-bound.

Q6. Differentiate among short-term, mid-term, and long-term financial goals by time
horizon.

o Answer: Short-term goals span 1-2 years (e.g., emergency funds); mid-term goals
take 2-5 years (e.g., a car down payment); and long-term goals require 5 or more
years (e.g., retirement planning).

Q7. Mention three essential components that a solid personal financial plan must
include.

o Answer: A net worth statement, specific SMART financial goals, and a
budgeting/cash flow analysis.

10
Dr. PINKI RANI DEI

ASSISTANT PROFESSOR OF COMMERCE



Unit 2: Budgeting and Expense Management

« Q8. What is budgeting?

o Answer: Budgeting is the process of creating a structured plan to track income and
expenses, ensuring that an individual lives within their means and allocates funds
toward financial goals.

« Q9. Explain the 50/30/20 budgeting rule.

o Answer: This method allocates 50% of after-tax income to essential Needs
(housing, groceries), 30% to non-essential Wants (entertainment, dining out), and
20% to Savings and Debt Repayment.

« Q10. What is an emergency fund, and what is its primary purpose?

o Answer: An emergency fund is a separate, dedicated savings account meant strictly
to provide a financial buffer for unexpected and urgent life events like a job loss or
medical emergency.

« Q11. How much money do financial experts generally recommend saving in an
emergency fund?

o Answer: Experts generally recommend saving 3 to 6 months' worth of essential
living expenses.

. Q12. Why is a High-Yield Savings Account (HYSA) considered an excellent choice
for an emergency fund?

o Answer: An HYSA keeps your cash secure and highly liquid (easily accessible)
while offering a higher interest rate than traditional savings accounts to help your
money grow.

. Q13. What is a Certificate of Deposit (CD) and when is it useful?

o Answer: A CD is a time-bound savings option where funds cannot be withdrawn
for a fixed period in exchange for a higher interest rate, making it ideal for fixed
mid-term savings goals rather than emergencies.

Unit 3: Introduction to Investing & Credit Management

« Q14. How does investing differ from saving?

o Answer: While saving merely sets money aside safely, investing actively allocates
money to vehicles with the expectation of a future financial return that outpaces
inflation.

« Q15. Explain the concept of investment compounding.

o Answer: Compounding is the "snowball effect" process where the earnings
generated on an investment are reinvested to generate their own subsequent earnings
over time.

« Q16. Briefly define Stocks and Bonds.
o Answer: Stocks represent fractional ownership in a company with high risk/reward

potential. Bonds are loans made to corporations or governments that pay regular
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interest and return the principal at a future date and are generally considered lower-
risk.
Q17. What is the fundamental relationship between risk and return?

o Answer: There is a direct, parallel relationship: higher potential financial returns

inherently come with a higher degree of investment risk.
Q18. Differentiate between Asset Allocation and Diversification.

o Answer: Asset Allocation is deciding how to split a portfolio across major asset
classes like stocks and bonds. Diversification is spreading investments across asset
classes, companies, sectors, or geographies to minimize specific risk.

Q19. Compare the ""Buy and Hold" strategy with Dollar-Cost Averaging.

o Answer: "Buy and Hold" is a long-term approach to purchasing assets and keeping
them for an extended period despite market shifts. Dollar-Cost Averaging is the
practice of investing a fixed amount of money at regular intervals regardless of asset
prices.

Q20. What is the standard range for credit scores, and why is a good score crucial?

o Answer: Credit scores typically range from 300 to 850. A good score is crucial
because it demonstrates creditworthiness, enabling individuals to secure loans more
easily and at much lower interest rates.

Q21. Explain the difference between ""Good Debt' and ""Bad Debt."

o Answer: Good debt is used to acquire assets that appreciate or generate income
(e.g., student loans or mortgages). Bad debt finances consumption or rapidly
depreciating items at high interest rates (e.g., credit card debt).

Q22. Name and contrast the two popular debt repayment strategies.

o Answer: The Debt Snowball Method focuses on paying off the smallest balances
first for psychological wins. The Debt Avalanche Method focuses mathematically
on paying off balances with the highest interest rates first to save the most money.

Unit 4: Evaluating Financial Products and Services

Q23. Why is insurance considered a fundamental tool for risk management?

o Answer: Insurance provides a critical financial safety net that guards individuals

and families against catastrophic out-of-pocket losses from unexpected crises.
Q24. Identify the three primary categories of insurance covered in the curriculum.

o Answer: Life insurance, health insurance, and property insurance
(homeowners/renters/auto).

Q25. Define the insurance terms ‘Premium® and ‘Deductible.’

o Answer: A Premium is the ongoing monthly or periodic cost paid to maintain an
active insurance policy. A Deductible is the initial amount an insured individual
must pay out of pocket before the insurance company's coverage kicks in.

Q26. What are insurance "Exclusions'?

12
Dr. PINKI RANI DEI

ASSISTANT PROFESSOR OF COMMERCE



o Answer: Exclusions refer to the specific events, conditions, or circumstances that
are explicitly stated as not covered by an insurance policy.
« Q27. List four common financial pitfalls that individuals should actively avoid.
o Answer: Impulse spending, failing to maintain a budget, carrying high-interest
credit card debt, and lacking an emergency fund

Here is a comprehensive set of long-answer, essay-type questions organized by unit from your
Financial Literacy curriculum. These questions are designed to test in-depth understanding,
critical analysis, and practical application of financial principles.

Unit 1: Introduction to Financial Literacy

Q1. Critically analyze the multi-dimensional concept of financial literacy. Discuss its
economic significance for an individual’s personal well-being and its macro-level impact on
national economic growth.

. Key Focus Areas for the Answer: * Broad definition incorporating skills, psychological
behaviors, and knowledge application.
o Core economic components: Budgeting, Saving/Investing, and Debt Management.
o Individual impacts: Avoidance of predatory financial products, proactive emergency
preparation, and long-term security.
o Macroeconomic impacts: Higher national savings rates, stable capital markets, and
systemic resilience during broad economic recessions.

Q2. Elaborate on the structural process of developing a robust Personal Financial Plan. In
your discussion, explain how the SMART framework transforms vague financial desires
into actionable milestones across varying time horizons.

. Key Focus Areas for the Answer: * The foundational components of a plan: assessing
initial net worth (assets vs. liabilities), tracking ongoing cash flow, and outlining targeted
risk protection.

o ~Deconstructing the SMART acronym (Specific, Measurable, Achievable, Relevant,
Time-bound) with realistic examples.

o Categorizing and prioritizing goals based on time horizons: Short-term (1-2 years),
Mid-term (2-5 years), and Long-term (5+ years).

Unit 2: Budgeting and Expense Management

Q3. Explain the strategic role of a budget in personal finance. Compare and contrast
traditional line-item budgeting with the 50/30/20 rule, detailing how each manages the
trade-offs between essential ‘Needs' and discretionary "Wants'.
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« Key Focus Areas for the Answer: * Budgeting as a diagnostic tool to map out real cash
inflows versus outflows.

o Comprehensive breakdown of the 50/30/20 rule: 50% for structural Needs (housing,
utilities, food), 30% for lifestyle Wants (dining out, hobbies), and 20% dedicated
strictly to savings, investments, and aggressive debt reduction.

o Evaluative trade-offs between rigid expense tracking and flexible behavioral
frameworks.

Q4. Discuss the foundational importance of liquid emergency reserves in risk mitigation.
Analyze the operational differences, advantages, and limitations of using High-Yield
Savings Accounts (HYSASs) versus Certificates of Deposit (CDs) for storing emergency
capital.

. Key Focus Areas for the Answer: * The psychological and financial baseline of
establishing a 3-to-6-month buffer of essential living expenses.
o The core criteria for emergency funds: Safety and instant liquidity over high yield.
o Comparative analysis: HYSAs provide variable yields with penalty-free access;
CDs lock capital for a fixed term at a fixed rate, rendering them unsuitable for
sudden emergencies but excellent for predictable mid-term savings goals.

Unit 3: Introduction to Investing & Credit Management

Q5. "High risk is the inescapable price of high returns.’ Evaluate this fundamental financial
axiom by comparing the risk-return profiles of Stocks, Bonds, and Mutual Funds. Discuss
how an investor uses Asset Allocation and Diversification to mitigate these systemic and
non-systemic risks.

. Key Focus Areas for the Answer: * The mathematical and economic link between
volatility and expected yields.

o Asset profiles: Stocks (equity, capital growth, high volatility); Bonds (fixed-income
debt securities, steady coupons, capital preservation); Mutual Funds (pooled
vehicles providing instant fractional market access).

o Structural definitions: Asset Allocation as the macroeconomic blend across classes
(e.g., 70% equities, 30% fixed income); Diversification as the microeconomic
spreading of funds within those asset classes across different sectors and companies
to reduce specific risks.

Q6. Analyze the strategic paradigms of long-term wealth accumulation by comparing the
'‘Buy and Hold" investment philosophy with the mechanics of Dollar-Cost Averaging (DCA).
Explain how compounding acts as the primary engine of growth across extended
investment horizons.
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« Key Focus Areas for the Answer: * Defining 'Buy and Hold' as a disciplined long-term
resistance to emotional market timing.

o The mechanism of DCA: regularly investing fixed monetary amounts to
systematically acquire more shares when prices drop and fewer shares when prices
peak, lowering the average cost basis over time.

o The mathematical process of compounding interest, where accumulated earnings
repeatedly generate subsequent tranches of interest.

Q7. Examine the architectural structure of Credit Management. Detail the core factors that
influence a consumer's credit score, evaluate the distinct economic impacts of '‘Good Debt’
versus ‘Bad Debt," and compare the mathematical efficiency of the Debt Avalanche and
Debt Snowball repayment strategies.

. Key Focus Areas for the Answer: * Dissecting credit scores (ranging from 300 to 850)
and how they dictate borrowing interest rates and credit accessibility.

o Differentiating debt: Good debt as an investment vehicle in appreciating assets or
career development (e.g., affordable student loans or home mortgages); Bad debt as
high-interest consumer credit cards used for rapidly depreciating assets.

o Strategy comparison: The Debt Snowball prioritizes paying the smallest principal
balances first to gain psychological momentum; the Debt Avalanche targets the
highest interest rate accounts first to maximize mathematical savings.

Unit 4: Evaluating Financial Products and Services

Q8. Evaluate the role of insurance as a primary tool for risk transfer in a comprehensive
personal financial plan. Distinguish between the core objectives of Life, Health, and
Property Insurance, and analyze how Premiums, Deductibles, and Exclusions collectively
dictate policy terms and total out-of-pocket costs.

. Key Focus Areas for the Answer: * The mechanism of risk pooling and transfer to
safeguard personal assets from unexpected, catastrophic ruin.

o Functional objectives: Life insurance protects dependents against income loss;
Health insurance dampens volatile medical treatment costs; Property insurance
shields against structural auto/home asset degradation.

o Technical interplay: The Premium is the structural cost of maintaining the shield;
the Deductible is the initial risk threshold absorbed directly by the policyholder;
Exclusions outline the strict legal limits where coverage is denied.

Q9. lIdentify and thoroughly examine the major behavioral and systemic pitfalls that
jeopardize long-term financial stability. Provide proactive, structured strategies that an
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individual can use to mitigate the risks of impulse spending, depleting emergency buffers,
and chasing high-risk get-rich-quick schemes.

« Key Focus Areas for the Answer: * Behavioral pitfalls: Impulse spending driven by
emotional biases and immediate gratification; failing to budget, which creates systematic
blindness to cash flow leaks.

o Structural mistakes: Accumulating high-interest debt that cancels out investment
returns; leaving yourself exposed without an emergency cash cushion.

o Speculative dangers: Falling victim to get-rich-quick traps due to a lack of patience
and a misunderstanding of risk.

o Strategic solutions: Implementing automated pay-yourself-first savings transfers,
creating cooling-off periods for non-essential purchases, maintaining a zero-based
budget, and relying on steady, long-term, diversified asset building.
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