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Abstract 

India has a positive long term growth perspective as the economy has sound saving 

and investment rates, share of young population is high and the economy’s integration 

with the global economy is becoming more strengthened. The nation’s growth has been 

financed predominantly by domestic savings and the volume of investment is directly 

related to the rate of savings. Households and individual investors supply a pool of capital 

that creates liquidity in the market and make it dynamic. It also paves light on how capital 

formation and growth takes place. Kerala’s economy exhibits high rate of savings and new 

avenues of investments are also seen, increase in financial literacy also influences 

households in their financial decision making. In urban areas there is more financial 

inclusion and exposure and accessibility to financial institutions are also high. As such  a 

detailed analysis of allocation of resources within urban household, specifically focusing 

on asset portfolio, preference toward various saving and investment avenues, awareness 

level in relation to different financial instruments are highly relevant. 

India continues to remain one of the high savings economies among the emerging 

market economies. The economic crisis in 1991 decelerated the growth process but the 

economy revived after the adoption of new economic policy. The rate of gross domestic 

savings as a proportion of gross domestic product has more than doubled from the initial 

time and the average propensity to save showed a steady increase. The composition of 

GDS shows the continued predominance of household sector savings. The asset portfolio 

of the households revels that households hold both physical and financial assets. The 

physical assets of the households increased continuously and showed predominance. 

Saving rates and levels of income per capita show positive correlation and the average 

saving rates increases as household income progresses. 

The trend of saving and investment have been analysed using CAGR, decadal 

growth rate and year to year growth rate. To assess the level of awareness about various 

financial and physical instruments statistical indices based on Likert methodology is used. 

Multiple regression model has been employed to explain the determinants of savings. As 

the economy expands and become more dynamic, there is a need to raise the level of 

saving and investment to finance the growing needs. Household sector plays a critical role 

in this regard and the savings generated in this sector need to be properly channelized into 

productive sectors. 


