Money Magic! A Fun Guide
to Financial Literacy

Welcome, young financial wizards! Get ready to discover the secrets of
money and how to make it work for you. Learn how to build wealth,
avoid debt traps, and let your money grow through the power of time

and smart choices. Let's make learning about money exciting and
engaging!

The only thing you need to know is how to make money work

for you rather than working for money.
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Why Financial Literacy Matters

i S ; More Than Just Income @ Awareness Prevents @ Money is Dynamic
Just earning money isn't Problems Your money doesn't sit still! It's
enough for true financial Many financial difficulties arise constantly affected by big
security. Understanding how to from not knowing how money systems and forces. Let's
manage it is key! truly works. Be informed, be explore them.
powerful!

Our goal is to help you understand how money really works, so you can make smart choices for your future.
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The 4 Forces That Affect Your
Money

Inflation
Compounding
Debt

Financial System

Mastering these four forces is essential for building long-term financial stability and

making your money magic work for you!
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Inflation: The Silent
Effect

Inflation is when prices go up over time. This

means your money buys less than it used to.

e« Example: If a snack costs %20 today, it
might cost ¥25 next year due to inflation.

. If your money doesn't grow, its value
actually decreases.

e To keep your money powerful, it must grow
faster than inflation!
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Compound Interest: The Growth Engine

Compound Interest is earning interest not just on your Simple Iferest () Compound Interest (3)
original money, but also on the interest you've already

earned. It's like a snowball rolling downhill! )
1.5

Let's use a real example with Indian rupees! Imagine you

have ¥1,000 saved. At 10% interest per year:

1k

e Year1:%1100
e Year 2:%1,210
e Year 3: 31,331 500
e Year 5:%1,610

Notice how the growth keeps accelerating? That's the 0
magic of compounding! The longer you wait, the more your

money works for you.

This chart highlights the exponential curve of compound interest vs the linear rise of simple interest — making compound interest a true

engine for wealth over time.
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The Power of Starting Early:
Time is Money!

Person A: Starts at 15 Person B: Starts at 25

Imagine saving a small amount If Person B starts saving the

each month from age 15. That exact same amount each month,

money has many years to grow but 10 years later, they lose out

thanks to compounding! on a decade of compound
growth.

The result is incredible: Person A ends up with much more wealth,
even if both save the same total amount. This is because time is your

most powerful financial advantage!
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Credit & Debt Traps: Borrow Wisely!

Credit is money you borrow that you promise to
pay back. It can be useful, but you must be
careful!

Banks check your repayment history through

agencies like TransUnion CIBIL in India to see

how responsible you are.

e Be aware: Loans with high-interest rates
can cause your debt to multiply very
quickly, trapping you in a cycle of
repayment.

Always understand the interest you'll pay

before you borrow any money.

Important: A 10,000 loan at 20% interest becomes 12,000 in just one year! That's why understanding interest rates is crucial before

borrowing.
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How the Banking System Works

Keeping Deposits Safe Providing Loans Paying Interest

Banks provide a secure place for They lend money to individuals and When you save, banks can pay you
you to keep your hard-earned businesses, helping the economy interest, helping your money grow.
money. grow.

The Reserve Bank of India (RBI) regulates all banks, controlling interest rates and ensuring stability in the financial system, in

India.
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Financial Inclusion: Pradhan
Mantri Jan Dhan Yojana

The Pradhan Mantri Jan Dhan Yojana is a special program in India
designed to bring everyone into the banking system. It helps families by

allowing them to open:

Zero-balance accounts: No minimum deposit required!

Access to debit cards: For easy, safe transactions.

Direct benefit transfers: Government support goes straight into
accounts.

Insurance coverage: Added security for your family.

Formal banking through such schemes significantly increases financial

security and opportunity for everyone.
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Final Reflection & Activity

() YOUR TURN!

Let's imagine you have a monthly income of 4,000. Discuss with your group:

1 How would you save your money? 2  What steps would you take to avoid debt? 3 How could you make your money grow?

Here are some ideas to guide your discussion:
Here are some ideas to guide your discussion: Here are some ideas to guide your discussion:

Save 20-30% of income — set a monthly savings target.

Usea b?"k account — keep savings safe and track Understand interest rates — know how much borrowing Use compound interest — let savings earn interest on

transactions. _ costs. interest.

Set clea'r goals — short—term (emergency), medium Borrow only when necessary — prioritize needs over Start early — time amplifies growth.

(education), long-term (business). wants. Invest wisely — diversify and choose appropriate risk
Pay on time — avoid penalties and rising balances. levels.

'z KEY LESSONS

Inflation: Over time, prices rise and the value of cash falls — save and invest to protect purchasing power.

Compounding: Reinvesting earnings multiplies growth — even small amounts grow significantly over time.

.

. Starting early: The earlier you begin saving or investing, the more time your money has to grow.

- Debt: Manage borrowing carefully — high-interest debt can trap you; prioritize paying it down.

- Formal banking systems: Use banks for secure transactions, record-keeping, and access to services like loans and insurance.
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