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ABSTRACT

The ability to manage personal finances has become increasingly important in today's 
world. People must plan for long - term investments for their retirement and children's 
education. They must also  decide  on  short - term savings  and  borrowing  for daily life 
like a down payment  for  a house,  a car  loan, and other  big - ticket  items. Additionally, 
they must manage their different risk and insurance needs.  This is might be the first survey 
about 'Personal Financial Knowledge and Practice' survey was conducted in 2011 with 
employed and Self-Employed people in Pokhara, Nepal. The survey revealed encouraging 
findings about how Employed and Self-Employed people of Pokhara approach money 
matters. This Personal financial literacy modeling research has been attempted to measure 
the literacy of Personal Finance with respect to their financial knowledge of different 
financial instrument and their practice or investment decisions. This study is based on 
stratified random sampling method with the help of financial literacy related parameters. 
This study has the intention to explore the skills of financial literacy; hence the objective 
was to test the basic financial knowledge of key products that is common to current society. 
In general, both categories have fairly healthy attitudes towards basic money management, 
financial planning and investment matters. Minorities of respondents of both catagories 
save, monitor their spending and are generally responsible in the use of credit. Most of 
the respondents recognize the importance of financial planning and have done some basic 
financial planning.

Keywords: personal finance, components, monitoring, planning, investing

1. Introduction
	 Personal finance is the application of the principles of finance to the monetary 
decisions of an individual or family unit. It addresses the ways in which individuals or 
families obtain, budget, save, and spend monetary resources over time, taking into account 
various financial risks and future life events( Debelle,. Components of personal finance 
might include checking and savings accounts, credit cards and consumer loans, investments 
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in the stock market, retirement plans, social security benefits, insurance policies, and 
income tax management. Finance is a general word, which really means the matters of 
money. Money, of course, is a key social-economic indicator of well being that individuals 
look forward to in all cultures. In a sense of well being, of course, human immediate needs 
of having food, and clothing, and shelter are most important but what defines quality of 
life beyond having food, shelter and clothing is having monies or people financial affairs in 
order so that we can get a better standard of life. Of course, when we do so, we can increase 
our standard of living and this is the basic difference in societies around the world. The 
better understanding we have of financial terms, normally, the better standard of living we 
will have. In general term finance means management of money for our expenses. In broad 
term finance is the science of funds management. Finance includes saving money and often 
includes lending money.  Finance is also a money budget management. The field of finance 
deals with how money is spent and budgeted. It also deals the concepts of time, money and 
risk and how they are interrelated. Finance is used by individuals as personal finance, by 
governments as public finance, by businesses as corporate finance, as well as by a wide 
variety of organizations including schools and non-profit organizations. Finance is the need 
of the today world economy. Finance addresses the ways in which individuals, business 
entities and other organizations allocate and use monetary resources over time. 

	 Finance is also process of raising funds or capital for any kind of expenditure. 
Consumers, business firms, and governments often do not have the funds they need to make 
purchases or conduct their operations, while savers and investors have funds that could earn 
interest or dividends if put to productive use. Finance is the process of channeling funds from 
savers to users in the form of credit, loans, or invested capital through agencies including 
commercial banks, savings and loan associations, and such nonbank organizations as 
credit unions and investment companies finance. All three involve generating budgets and 
managing funds for the optimum results. See also corporate finance (Britannica Concise 
Encyclopedia).
The following are the area of finance of finance which presents the general knowledge of 
finance.

•	  Personal finance
•	 Corporate finance or Business finance
•	 Public finance

	 Personal finance is the application of the principles of finance to the monetary 
decisions of an individual or family unit. It addresses the ways in which individuals or 
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families obtain, budget, save, and spend monetary resources over time, taking into account 
various financial risks and future life events. In this, finance decisions may involve paying 
for education, financing durable goods such as real estate and cars, buying insurance, e.g. 
health and property insurance, investing and saving for retirement. Personal financial 
decisions may also involve paying for a loan, or debt obligations. Components of personal 
finance might include checking and savings accounts, credit cards and consumer loans, 
investments in the stock market, retirement plans, social security benefits, insurance 
policies, and income tax management (Microsoft. 2009). 

	 Debelle (2004)  focused  on  a key component of personal finance is financial 
planning, which is a dynamic process that requires regular monitoring and reevaluation. In 
general, it has five steps:

•	 Assessment: One's personal financial situation can be assessed by compiling 
simplified versions of financial balance sheets and income statements. A personal 
balance sheet lists the values of personal assets (e.g., car, house, clothes, stocks, 
bank account), along with personal liabilities (e.g., credit card debt, bank loan, 
mortgage). A personal income statement lists personal income and expenses.

•	 Setting goals: Two examples are "1. Retire at age 65 with a personal net worth of 
$1,000,000," and, "2. Buy a house in 3 years while paying a monthly mortgage 
servicing cost that is no more than 25% of my gross income." Having multiple goals 
is common, including a mix of short term and long term goals. Setting financial 
goals helps to direct financial planning. Goal setting is done with an objective to 
meet certain financial requirements.

•	 Creating a plan: The financial plan details how to accomplish your goals. It could 
include, for example, reducing unnecessary expenses, increasing one's employment 
income, or investing in the stock market.

•	 Execution: Execution of one's personal financial plan often requires discipline 
and perseverance. Many people obtain assistance from professionals such as 
accountants, financial planners, investment advisers, and lawyers.

•	 Monitoring and reassessment: As time passes, one's personal financial plan must be 
monitored for possible adjustments or reassessments.

2. Methodology
	 The required data for the study are collected from both primary and secondary 
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source data are entertained in this research work. The raw primary and secondary data 
are modified to some extend for the study purpose. The research is mostly based on 
primary data. For the purpose of the collecting primary data one set of questionnaire has 
been administered. For the purpose of the study, the record of the population in Pokhara 
municipality is taken as population of the study. Out of them 28 people who were operating 
their own business (Self employed) and 28 people who were job holder (Employed) are 
taken through stratified random sampling method.

. A survey structured questionnaire and a framework for scoring the responses 
to the survey questionnaire is the main source of this study. Fieldwork on a population 
of 80 respondents aged 20 to 60 was conducted in 2011. The survey was administered 
through face-to face interviews at the respondents’ place of residence and office.  It should, 
however, be noted that the research has covered only analysis of findings based on the 
responses of those surveyed. It does not include analysis of or comparison with findings of 
other research projects. The scope of the survey was also limited by the need to ensure that 
the survey's questionnaire was kept to a manageable length. In addition, as the survey was 
administered face-to-face and most Pokherali regard their financial decisions as personal 
matters, the survey questions were kept on broad -based.
The following are the limitations of the methodology applied:

•	  The study selects two different categories of respondents, stratified random 
sampling was used.

•	 Analysis of data is based on opinions of the respondents hence the reliability of the 
analysis depends on the reliability of opinions of the selected respondents. 

•	 Only the people who are living in the Pokhara were taken as sample. Hence the 
sample may not be representative on the total population.

Only descriptive tools have been used for the analysis of the data. Inferential tools have 
not been used in the study. 

3. Analysis of Data
		 The study has summarized the analysis parts as follows: 

3.1 Respondents Profile
		 The questionnaire distributed to the respondents was devoted to obtain the information 
about the respondents. The number of questionnaires distributed was 80, out of which 56 
of respondents duly respond the question.
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Age Group of the Respondents: In Nepalese context, normally below 20 years people 
are dependent with their parents and they manage their personal finance according their 
parents aspiration. To identify which group of people are more responsible for the personal 
finance, respondents were categorized into different three categories. Out of 28 employed 
respondents 8 (28.57) respondents are age of 20-30 years, 10 (35.71) respondents are age 
of 30-40 years, 4(14.29) respondents are age of 40-50 years, and remaining 6 (21.42) are 
age of above 50. Similarly, out of 28 self employed respondents respondents 6 (21.42) 
respondents are age of 20-30 years12 (42.85) respondents are age of 30-40, 6 (21.42) 
respondents are age of 40-50 remaining 4(14.29) are age of above 50. It can be concluded 
that majority of the respondents were 20-30 years in both categories. It means young agers 
are the interested people about personal finance because most of the old agers didn't want 
to participate to the survey. 
Annual Income of Respondents: Majority of Nepalese are not well educated, even though 
they are operating small and medium type of business which is contributing significant 
input in national economy. Practically they know how to mobilize their personal property 
but theoretically they don't have adequate knowledge.
Majority of respondents were medium class i.e. 10 (35.71%) respondents out of 28 
employed respondents are of the annual income of Rs. 300000-400000 and in the context 
of self employed 12 (42.85%) respondents out of 28 respondents are of the annual income 
of Rs. 400000-500000. Similarly, from the group of annual income under Rs. 2,00,000  
are very few i.e. 2(7.14%) of employed responded about the question. But no any self 
employed could give the answer. 6 (21.42%) of employed and 4(14.28%) from the annual 
income Rs. 2, 00,000-3, 00,000 responded about the question. Same number i.e. 4(14.28%) 
of both categories of annual income over Rs. 5, 00,000. 
Education of Respondents: Out of 28 employed respondents, majority of respondents i.e. 
20 (71.42%) are incomplete higher education. Similarly, out of 28 employed respondents 
2 (7.14%) respondents, have passed the higher secondary and 2 (7.14%) from technical 
education. 4(14.28%) respondents in the same category were higher educated. Same figure 
and table obvious that there are no any self employed respondents were response who was 
below secondary level and higher education. However 10 (35.71%), 8 (28.57%) and 12 
(42.85%) of self employed respondents were passed +2 level passed, technical education 
and higher education.
Family Status of Respondents: Majority of respondents from both categories are young 
of age that have children under 18. Out of 56 respondents 12 (42.85%) from employed and 
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14 (50%) from self employed have the children under 18 which is more than 50%. The 
equal number of respondents i.e. 6 (21.43%) from both categories were unmarried with 
other family members (dependents). Very few respondents from both categories had the 
children over 18 and no any children and other dependents i.e. 4 (14.28%), 2 (7.14%)  The 
table clearly shows that Nepali citizens cannot stay without family members that might be 
the reason that no any respondents were found from both categories that didn't have family 
members.

3.2 Basic Money Management
		 This section covers a number of aspects of basic money management including 
savings, spending, monitoring expenditure, and borrowings.
Purchase of Financial Products: Financial products refer to instruments that help you 
save, invest, get insurance or get a mortgage. These are issued by various banks, financial 
institutions, stock brokerages, insurance providers, credit card agencies and government 
sponsored entities. Financial products are categorized in terms of their type or underlying 
asset class, volatility, risk and return. Both the profiles that distinguish certain purchase 
patterns are summarized in the following table. 
		 When deciding on whether to purchase a financial product, no any respondents get 
any advice from financial advisor but 42.85% of employed and 35.71%  respondents relied 
on the recommendations of their friends or relatives. 28.57% of employed and 42.86% self 
employed respondents did their own comparisons among similar financial products while 
14.28% and 21.43% depended on the product promotion.
Savings Patterns: Almost all the respondents indicated that they had some form of savings 
in the bank, including either a savings or current account, some of employed and self 
employed respondents indicated that they did not have any bank account. These tended 
to be the unemployed and retirees, or those with low household income. A quarter of the 
respondents held their money as fixed deposits.
		 A large proportion (92.85% Self employed and 100% employed) of respondents 
indicated that they saved. When asked specifically how they set aside money for their 
savings, more than half of the employed respondents (57.12%) and the countable number 
of employed respondents (42.85%) had indicated that they paid for their expenses first, 
before saving the rest. About a third (35.71%) of employed and more than half of the self 
employed respondents (57.12%) had the practice of saving a fixed amount of money from 
their monthly salaries, before spending the balance. Those who saved a fixed amount of 
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money from their monthly salaries tended to agree with the attitude statement “I should 
save first, before spending the balance”.  Only few respondents of employed category 
spend all the money what they earned. 
Spending Patterns: When asked how they paid for their purchase of a durable item, a 
significant proportion 18 (64.28%) of employed and 14 (50%) of self employed 
respondents had indicated that they used cash and would not make a purchase if they could 
not afford the item.  Very low or 4 (14.28%) of employed and 6 (21.42%) self employed 
used credit cards or some form of credit facility, while another 4 (14.28%) employed 
and 8(28.57) self employed had turned to installment schemes. Negligible 2 (7.14%) of 
employed respondents were response other pattern of purchase.
Monitoring Expenditure: When asked how they monitored their spending, most of the 
respondents from both the categories indicated that they keep track of how much 
they spend by monitoring the balance in their bank accounts i.e. 42.85% of employed 
and 35.71% of self employed.  Proportionately, very low number 6 (21.43%) of employed 
and 10 (35.71%) of self employed   r e s p o n d e n t s  tracked their bills. About  a  third  of  
the  respondents  10 (35.71%) of employed and 8 (28.57%) of self employed    indicated  that  
they  do  not  keep  track  of  their expenditure.
Reasons for Not Monitoring Expenditure: Among  those  who  do  not  keep  track  of  
their  spending, 6 (21.42%) of self employed and 8 (28.57%) of employed felt  that  as  long  
as  their expenditure did not exceed their income, there was no need to track their spending. 
About 50% (12) employed and 50% (14) self employed cited lack of time as the reason 
for not monitoring their expenses while 21.42% (6) employed and very few 2 (7.14%) said 
that they had no interest in money matters or that there were too many uncertainties and 
therefore there was no point monitoring their expenditure. The remaining 14.28% of  bo th 
ca t egory  said that they did not know how to monitor their expenditure.
Loans and Borrowings: About more than half of the respondents indicated that they had 
some form of loans or borrowings.  A very few number of employed 2 (7.14%) and more than 
half of the self employed respondents 18 (64.28%) were business loan.  The most common 
loans were housing loans and car loans (28.57%) of the employed and 4 (14.28%) of the 
self employed were enjoying the facilities. 8 (28.57%) of employed and only 2 (7.14%) of 
the self employed respondents had a bank overdraft or a renovation loan. About one-fourth 
4 (14.28%) of the self employed respondents held no any loans but about half of the 
employed respondents 12 (42.85%) were not using any types of loan. 
Knowledge of Loans: The respondents who had any kind of loans (n=56) were asked a 
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series of questions to ascertain how much they knew about their loans.
		 Most of the respondents appeared to be fairly well-informed about the main features 
of their loans. More than 50% of employed and self employed knew the key 
features of their loans such as their monthly installment, the repayment period of the loan, 
the amount outstanding, the interest rate on the loan and the bank they borrowed from. 
However, one third of the both categories of respondents  were aware of the terms and 
penalties applicable when refinancing or redeeming their loan. 
Decision to Take up Loans: Out of 100% sample, 37.5% of employed and 50% of self 
employed respondents who had a loan indicated that they worked out how much they can 
afford to borrow before applying for a loan. Only a one-third of employed and one-fourth of 
self employed proportion (3&3) easily answered the question of such decision they claimed 
that they have sufficient regular income to repay the required loan. Although very few 25% 
of employed and 8.33% of self employed respondents took up a loan first, before they 
worked out how much they should set aside for repayment.
Purpose for Using Lo an: For those who typically pay in full, all segments were well 
represented. Employed and Self employed were more likely to make minimum / partial 
payment for their loans.
		 When asked about the purpose for the use of loans, about two-third of both categories 
respondents i.e. (50%&64.28%) indicated that they used it primarily to buy a particular 
item or service. 28.56% of employed and 14.28% of self employed took up loans for 
emergencies while nominal percentage 7.14% of both categories used such loans to pay off 
other bills / loans / credit cards.
Consequence of not Repaying Loans: The employed and self employed tended not to know 
of the consequences of not repaying a loan. While the majority of both categories respondents 
i .e.  35.71% of employed and 28.57 of self  employed those with a loan was aware 
that they had to pay interest on the outstanding balance and other compounded penalties 
if they rolled over their loans, only few 7.14% of employed respondents were not aware of 
the consequences of not repaying their loans. About half of the respondents understood that 
not repaying their loans in a timely manner could lead to a bad credit report with the Credit 
Bureau or that not repaying their loan could lead to legal actions being taken against them.

3.3 Financial Planning
		 We explained to respondents that financial planning includes setting aside savings 
for their future, having a retirement plan in place, purchasing insurance policies to cover 
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unexpected events, and / or investing to grow their wealth.  This section investigates a 
wide range of issues, including starting time for planning, reasons for planning and not 
planning, seeking expert advice, and knowledge of life insurance. Certain issues about 
retirement and related funds are also discussed in this section.
Making Basic Financial Planning: While researcher asked with them about the financial 
planning more than 50% of the both categories of the respondents indicated that they had 
undertaken some basic financial planning to ensure that they could meet their future 
financial needs. Remaining 50% of both categories did not have any type of financial 
planning.
Starting Time for Planning: About a third of the respondents (33%) began financial 
planning when they started work. Other significant milestones that triggered the financial 
planning process were after they had worked for a number of years (7.14%), after marriage 
(14.28%), during school days (7.14%), or when they had their first child. Only a small 
proportion of respondents (14.28%) started thinking about financial planning just before 
retirement. This is an encouraging finding as it shows that respondents, in general, have 
taken some steps to prepare for their family’s future financial needs and their own retirement 
needs. When asked when they should ideally start financial planning, almost all indicated that 
it was important to start early. A majority felt that they should develop a financial plan 
once they started working ( more than 50%) or after having worked a number of years 
(1 3%). 17% felt that a person should start developing a financial plan during their school 
days. However, the reality is that Employed tended to start financial planning later than what 
they considered as ideal. 
Reasons for Planning and not Planning: All respondents were asked about the reasons 
that would prompt them to start planning while only those who mentioned that they had not 
started planning were asked about the reasons for not planning.
Important Reasons for Planning: For  those  who  had  started  planning,  a  majority  
indicated  that  it  was  to  prepare  for emergencies i.e. slightly more than one-fourth 4 
(25%) of employed and one-third of employed  and  about 11% (2) of employed and 25% (4) 
self employed respondents prepare planning to provide f or dependents in the family. Less 
than one-fourth 2(22.22%) of employed and none of self employed respondents felt that it 
was important to undertake financial planning to ensure that they had sufficient retirement 
funds. About 11% (2) of self employed respondents felt that it was important to plan 
for their finances in order to live a life free of debt. Same proportion i.e. 25% of employed 
and self employed participants were told that they prepare plan to get good returns in their 
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investment. A small proportion about 11% of employed respondents felt told that they make 
plan by the advice of their advisor. 
Reasons for not Planning: For those who have yet n o t  started financial planning, a 
majority cited more than one case of not making proper plan that majority of employed  
35.7% of employed profile and 21.28% of self employed profile mentioned that they did not 
have enough money. This group of respondents generally had monthly household income 
of less than Rs. 400000. About 50% of employed and 30% of self employed did not 
see an urgent need to plan as they felt that it was still early. This group of respondents 
were generally aged 30 years and below. About 60% of both categories did not undertake 
financial planning, as they felt that there was no point planning for the future which had too 
many uncertainties. A small proportion or less than (25%) of both profile respondents who 
did not plan for their future felt that their pension funds and personal savings were sufficient 
to meet their future financial needs. Significant percentage of both categories i.e. about one 
third told that they don't have enough time to trace out the plan accordingly.   Nominal number 
of respondents mentioned that they don't have enough idea about making plan; their insurance 
is enough and handle by family.

3.5 Approaching Professional Advisers
		 Working people were more likely to seek professional advice, while non-working 
people or those with low income were less likely. When asked whether they had sought 
professional advice, very few about 28% of employed and about 14% of self employed 
responded that they had approached professional advisers to help them manage their 
finances.  Those  who  had  sought  professional  advice  tended  to  agree  with  the  attitude  
statement “Advice from a professional adviser is more reliable as they are experts” and 
also answer correctly the knowledge quiz, “A financial adviser must explain why the 
investment product he is recommending is suitable for his client”.
Reasons for Approaching Professional Advisers: Half of (50%) employed and one-
third (33%) of self employed those who approached professional advisers did so 
because the adviser (experts) was a friend / relative.  50% of employed and 66% of self 
employed had sought professional advice because they felt that they would be getting advice 
from an expert.
Reasons for not Approaching Professional Advisers: About 45% of the employed and 
33% of the self employed who did not seek advice from professionals, were confident that 
they did not need help and could make financial decisions on their own.. More than one -fourth 
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of employed and less than one-fourth of self employed felt that they did not have enough 
money to engage a financial adviser, while about 36% of employed and 25% of self employed 
respondents were uncomfortable disclosing their finances to others. Other reasons cited for 
not approaching a financial adviser included not knowing any good adviser about 18% in 
employed profile and 25% in self employed. No any respondents respond the reason, no 
time to look for a good adviser, seeking professional advice could be costly or is meant 
only for the rich (18%) in employed respondents, and also no any respondents mention the 
reason financial  advisers  tend   to  be  aggressive  and  only  sell  products  based  on  their 
commissions rather than on the clients’ financial needs.

3.5 Insurance Planning
	 	 Insurance is defined as the equitable transfer of the risk of a loss, from one entity to 
another, in exchange for payment. All respondents were asked about insurance policies 
they bought.
		 More than 50% of the respondents of both categories have some form of life insurance. 
Nominal about less than 15% have medical insurance, while 79% of employed and 86% of 
self employed have some form of general insurance for their car or home. Less than 15% of 
the both categories respondents do not have any insurance product at all. They tended to be 
retirees, or those with low household income.
Knowledge of Life Insurance: More than 50% who had life insurance knew the key 
features of their insurance policies such as the company they bought the policy from, the 
amount of premiums, what the policy covers, the amount of payout  and  whether  the  
bonus  payouts  (if  any)  are  guaranteed.  However, less than 33% of respondents were aware 
of what would happen if they could not afford their premiums or if they stopped paying 
their premiums temporarily. An even lesser proportion (around 14%) knew what the penalty 
fees and charges would be if they terminated their policies.
Retirement Funds: This is an important area and most surveys want to include questions to 
assess the adequacy of the financial provision individuals have made for their retirement. 
However, the nature of pensions provision, and therefore, how one would judge its adequacy 
for an individual. The demographic profiles for those who considered personal savings / 
continuing to work / financial support from family or children as the main sources o f 
funds for their retirement are summarized in the following table. A small minority about 
14% of self employed had no plans for their retirement funds and will only decide what to 
do when they retire. Respondent's response more than one option of their sources of retirement. 
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All  respondents  were  asked  to  name  their  3  most  important  sources  of funds 
for their retirement. A majority of about 57% of employed and 65% of self 
employed respondents considered their personal savings and about 7% of employed 
will be depending on their insurance payouts to cover their retirement needs. Other 
sources of retirement funds include working after retirement i s  2 1 . 4 2 %  a n d  2 8 . 5 7 
r e s p e c t i v e l y, 28% of employed and 14% of self employed relying on financial 
support from their family or children, funds from investments 35.71 and 57.14 and no 
any respondents mention the option downgrading to a smaller home to obtain cash.
Calculation of Retirement Funds: A fund established by an employer to facilitate and 
organize the investment of employees' retirement  funds contributed by  the employer 
and employees. The pension fund is a common asset pool meant to generate stable growth 
over the long term, and provide pensions for employees when they reach the end of their 
working years and commence retirement.	
 Among all the respondents excluding age below 30, only 14.28% of employed indicated 
that they have attempted to calculate how much they would need when they retire. Working 
married and retirees tended to calculate how much they would need when they retire, while 
working singles, unemployed and those with low income tended not to.
Amount of Retirement Fund Needed: Among those who said they had attempted to calculate 
or not how much they would need when they retire, 28.57% of employed and 64.28 of self 
employed felt that they would need about half of what they were earning at the point of 
retirement. 42.85% of employed and 14.28% of self employed thought that they needed at 
least 2/3 of what they were earning at the point of retirement while about 7% of both profile 
felt that they needed 1/3 or less of what they were earning at the point of retirement. Around 
15% of the both categories tended to think that they needed at least two-thirds of what they 
earned at the point of retirement, while very small number of respondents tended to think 
they needed less.

3.6 Investments
		 Investment is putting money into something with the expectation of gain that upon 
thorough analysis has a high degree of security for the principal amount, as well as 
security of return, within an expected period of time. This section covers a number of 
aspects of investment including reasons of investment not investment, factors consider 
while investment and monitoring investment performance.
Investment Pattern of Respondents: This section examines the investment patterns of 
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profiles and what they know about investments. More than two-thirds of employed and 
all self employed respondents indicated that they do have different types of investments. 
Of those who had invested, 50% o f  b o t h  c a t e g o r i e s  r e s p o n d e n t s  had stocks 
investment. 25% of employed and 100% of self employed respondents had their own 
business, 40% of employed and 50% of self employed who had invested they had property 
investments (excluding the property they were currently living in), and also more than 50% 
of employed and about 14% of self employed respondents had bank fixed deposit. Very 
negligible proportion of both categories invested in bond and other types of instrument. 
Those who invested tended to be working married, working parents, and pre- retirees.
Reasons for not Investing: When asked both who had investment or  not ,  why they 
did not invest, more than 50% of both categories responded that they had insufficient 
funds. About 30% of employed were  not interested in investing while about 14% of both 
profile thought that investments were too risky. Other reasons cited include not knowing 
enough about investments (7.14%) of  both  and no time to monitor their investments 
14.28%&28.56% respectively.
The respondents who cited insufficient funds tended to be those whose household income 
were  less than Rs. 200000 or whose emergency funds were less than 3 times of their 
monthly income. Those who felt that they did not know enough about investments scored 
lower in their knowledge of investments as compared to those who invested.
Reasons for Investing: Among those who invested, more than 50% did so in order to earn 
a higher rate of return for their spare cash or idle pension funds. Just around 15% of the 
participant took a more structured approach and did it as part of their retirement planning. 
Unlike financial planning where around 40% invested their ideal fund because s/he was 
recommended by a friend or relative, No one cited invested due to recommendations 
by financial advisor.
Factors Considered When Investing: When asked what factors they considered when 
investing, more than 75% of those who invested cited potential returns from the investment 
in both profile, 90% of employed and around 42% of self employed followed by risk of 
the investment, 50% of the employed and around 35% of the total respondents in different 
categories consider the amount of the investment, and around 29% cited about the 
period of the investment. Less than one - th i rd  3&4 respectively considered whether the 
investment would meet their overall financial objectives, with around 33% of employed and 
40% of self employed who invested their fund citing the fees and charges to be incurred and 
42.85% of employed and 50% of self employed mentioning the economic climate.



93

An Overview of Microfinance Service Practices in Nepal

Monitoring of Investment Performance: 60% of employed and 78.57% of self employed 
those who invested mentioned that they regularly monitored their investments which is being 
represented in the following figure too. 
Methods of Monitoring Investment Performance: Those who regularly monitored their 
investments, More than 80% of employed and more than 45% of self employed monitored 
by reading the monthly statements sent to them, around 66% of employed and 36% of self 
employed applied the method of monitoring the price of their investments against target 
price. Around one-third of both profile respondents monitor their investment by updating 
themselves by reading the financial news. 10% of employed profile respondents those who 
invested would depend on their stockbroker / financial adviser / bank branch teller while 
20% of employed and less than 10% of self employed respondents actively ensured that 
they diversified their portfolios to have a good spread of investments with different risks.

4. Major Findings of the Study
		 The survey has assessed the awareness and attitudes of Nepalese towards basic money 
management, financial planning and investments. Some of the positive and negative 
financial behaviors which researcher has found while doing this research work. 
Saving Pattern & Loan decisions: Respondents generally displayed some good money 
management habits like 92.85% self employed and 100% employed indicated that they save. 
About a third (35.71%) of employed and more than half of the self employed respondents 
(57.12%) had the practice of saving a fixed amount of money from their monthly salaries, 
before spending the balance. while 57.12% of employed and 42.85% of self employed 
Pokherali said they pay for their expenses first, before saving the rest. 9 (64.28%) of 
employed and 14 (50%) of self employed keep track of how much they spend by 
monitoring the balance in their bank accounts or tracking their bills. (37.5%) of employed 
and 14 (53.33%) of self employed work out how much they can afford to borrow, before 
applying for a loan.
Financial Planning: Respondents recognize the importance of planning for their finances 
and have taken some basic steps in financial planning. More than 50% of the both categories 
have mentioned some basic financial planning. This includes setting aside savings for 
their future, having a retirement plan, buying insurance policies to provide for unexpected 
events, and investing to grow their wealth.
Considered the Risks of Investments & Monitoring: Respondents those who invested, 
take a considered approach in their investment decisions.  Around 33% of employed 



94

The Journal of Nepalese Business StudiesThe Journal of Nepalese Business Studies

and 40% of self employed of those who invested considered the risks involved before 
investing. 60% of employed and 78.57% of self employed those who invested monitored 
their investments.
Knew Basic Features of Loans: Respondents are generally knowledgeable about their loans.  
Not more than 76% are aware of the basic features of their loans (which banks they borrowed 
from, amount of monthly installments, loan repayment period, amount of loan outstanding and 
interest rate charged). 35.71% of employed and 28.57 of self  employed understood 
that rolling over their unsecured loan could lead to interest being charged on the outstanding 
balance and other compounded penalties.
Understood Risks & Portfolio: The respondents who invested generally understand the 
risks inherent in investments and the importance of diversification. More than 50% of both 
categories, of those who invested understood that any investment which promises higher 
returns usually carries higher risks. Around 50% of those who invested knew that a well-
diversified portfolio was one that spread risks over different investments and / or industry 
sectors.
Savings for Emergencies & Retirement: While respondents generally set aside savings, 
many do not appear to have put aside sufficient funds for emergencies. Only some 
respondents shave cash savings of their monthly income. Many Pokhareli do not appear 
to have a plan to meet their retirement needs.  While the majority of Pokherali consider 
personal savings and pension to be their most important source of retirement funds, less 
than 30% of both categories have actually calculated how much they would need when they 
retire. For those who have made calculations, below 15% think that they will need two-
thirds or more of what they had earned at the point of retirement. It is widely recognized 
that a person will need two -thirds or more of his last drawn monthly pay when he retires 
in order to have a comfortable retirement.
Insurance Policies: Large proportion of both Categories did not know that the general 
feature of their insurance policy.  Only 33% of respondents were aware of what would 
happen if they could not afford their premiums or if they stopped paying their premiums 
temporarily. An even lesser proportion (around 14%) knew what the penalty fees and charges 
would be if they terminated their policies.

5.	 Discussion and Conclusion 
		 The purpose of this study was to find out the understanding of personal financial 
knowledge among  respondent  and the potential relationship between financial knowledge 
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and their daily financial behavior. This study attempts to make an original contribution in 
these areas by surveying 56 Employed and Self Employed in Pokhara Nepal. The main 
finding is that the surveyed personal finance topics are important and respondents are 
not well knowledgeable about it. First, the results show that planning is very important. 
Additionally, many long-term financial planning issues such as setting goals and issues 
related to Personal benefit provisions are important. First, this study attempts to identify 
what are important questions in personal finance that people must know. Second, by 
identifying the importance and weaknesses in people’s personal finance knowledge, we 
can more effectively develop educational programs to correct the deficiencies. Based on 
the findings, following discussion and conclusion have been drawn.

•	 When deciding on whether to purchase a financial product, 42.85% of    employed and 
35.71% respondents relied on the recommendations of their friends or relatives. 28.57% 
of employed and 42.86% self employed respondents them did their own comparisons 
among similar financial products but no any takes advices from financial advisor 
(experts) it indicates that Pokherali person or household are managing their personal 
finance old method.

•	 Majority of  the respondents indicated that they had some form of savings in the bank, 
including either a savings or current account and also most of the respondents have 
habit of saving fixed amount before spending. Those who saved a fixed amount of 
money from their monthly salaries tended to agree with the attitude statement “I should 
save first, before spending the balance”.  Only few respondents of employed category 
spend all the money what they earned. Definitely it addresses their consciousness about 
saving.

•	 Cost is one of the most important components of personal finance, majority of both 
categories of respondents were cited that they use their own saving to buy durable 
product. Around 50% of the both categories of respondents were tracking their 
expenditure. However very negligible proportion of self employed respondents was 
considering the affordability before borrowing or applying for loan. It can be conclude 
that most of the pokherali are unaware about the facilities of loan and method of cost 
efficiency, also almost all the respondents have very weak planning before financial 
decision.

•	 Financial plan is the backbone of each and every financial decision; some of the 
respondents well understand about the financial planning and have taken some basic 
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steps in financial planning. More than 50% of the both categories have mentioned that 
some basic financial planning. This includes setting aside savings for future, having 
a retirement plan, buying insurance policies to provide for unexpected events, and 
investing to grow their wealth. 

•	 Most of the respondents those who have financial planning had started financial 
planning very late like after marriage or many years after marriage; although almost 
all indicated that it was important to start early. It seems that most of the respondents 
plan for emergencies and good return in investment. Those who doesn't have plan most 
of them cited the main cause was 'too many uncertainties no point to plan' 'not enough 
money' and their pension and saving is enough'. 

•	 About 28% of employed and about 14% of self employed responded that they had 
approached professional advisors to help them manage their finances and one-third 
(33%) of self employed those who approached professional advisers did so because 
the advisor (experts) was a friend / relative.  50% of employed and 66% of self employed 
had sought professional advice because they felt that they would be getting advice from 
an expert. Respondents those who were not approaching professional advice they argue 
the cause are they can make their own decision, not enough money and uncomfortable 
to disclosing financial matter. it shows response clarifies the weakness of planning in 
respondent and traditional concept of managing their finance. In Nepal it is very hard to 
find the expert and expert are also not starting such counseling professionally, that might be 
the reason most of the respondents doesn't have well concept and importance of planning. 

•	 It is found that more than 50% of the both categories respondents have life insurance 
and while 79% of employed and 86% of self employed have some form of general 
insurance for their car or home. Very few respondents about 50% who had life 
insurance knew the key features of their insurance policies such as the company they 
bought the policy from, the amount of premiums, what the policy covers, the amount 
of payout  and  whether  the  bonus  payouts. Only few less than 33% of respondents 
were aware of what would happen if they could not afford their premiums or if they 
stopped paying their premiums temporarily, eve only about 15% respondents have 
knowledge about the penalties and fees. It can be concluded that  the trend of buying 
insurance policy is significantly increasing but the knowledge and awareness about the 
reality about insurance policy is very low. 

•	 It is widely recognized that a person will need two -thirds or more of his last drawn 
monthly pay when he retires in order to have a comfortable retirement. A majority 
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of about 57% of employed and 65% of self employed respondents considered their 
personal savings and 35.71percent and 57.14 define the source of funds from their 
investments after retirement. From these points it is obvious that all the respondents 
are worried about their retirement but even now they are not getting the trustworthy 
method to secure their retirement. Hardly, 14.28% of employed and same percentage 
of self employed thought that they needed at least 2/3 of what they were earning at 
the point of retirement. It also stresses the point of knowledge of calculating the fund 
requirement for retirement.

•	 According to the different in nature and characteristic respondents the pattern of 
investment is quite different in both categories. One category of respondents is drawn 
from the self employed and obdurately all of them have their own business and their 
major investment is in their own business. However, according to continuously 
development of corporate body like banking, insurance, telecommunication, 
hydropower etc purchasing the share of company also became fashion. Hence, 
majority of both categories of respondents invested in stock. There might be the lack 
of risk awareness/knowledge both profile respondents invested in risky assets rather 
than bond.

•	 Majority of the respondents who were not invested they cited that 'no money to 
invest, 'no time to monitor investment' etc. and also some are afraid of risk associated 
investment. But, about 30% of employed respondents had mentioned that they were 
not interested in investing. In short we can conclude most of the respondents don't have 
the basic knowledge about the investment.However, those who are invested among 
them 50% of both group quoted the cause behind investment is in order to earn a higher 
rate of return for their spare cash or idle pension funds. 

•	 Unlikely around 40% invested their ideal fund because s/he was recommended by 
a friend or relative. Similarly, most of the respondents of both group invested their 
funds to get higher return rather than fulfill their financial plan and maintain the 
portfolio. Vary negligible proportion of investor considered the risk associated with 
before investing, economy climate and investment objectives. Such type of reaction 
of respondents clarifies that pokherali investor invest their fund in ad-hock   basis 
in spite of planning and setting objective. In case of monitoring the investment self 
employed respondents are quite more conscious i.e. 60% of employed and 78.57% of 
self employed those who invested monitored their investments.

•	 Among the investor who regularly monitor the investment performance More than 80% 
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of employed and more than 45% of self employed monitored by reading the monthly 
statements sent to them, around 66% of employed and 36% of self employed applied 
the method of monitoring the price of their investments against target price. But there 
is considerable no. of investor who would depend on their stockbroker / relatives / 
bank branch teller etc. Only 20% of employed and less than 10% of self employed 
respondents actively ensured that they diversified their portfolios to have a good 
spread of investments with different risks. To invest is not enough but monitoring the 
investment tactfully is most to achieve target. Hence it is noticeable that quantitatively 
the trend of investment is increasing day by day but monitoring is very weak due to the 
lack of awareness and lack of education.
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