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Fiscal Consolidation is one word

that often appears in columns of

pink papers. So | thought

we should bust this jargon




Let me tell you a story of 2 brothers

Karan and Arjun both of whom were

educated and did well in their jobs e

respectively.
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However, two years back Karan lost his job. All of a sudden his

world changed. He had to start making compromises in his day to

day life. He was also considering to discontinue the education of

his children




But, fortunately Arjun came to his rescue. He agreed to share his

salary so that Karan’s life did not get disrupted.

As a consequence Arjun had to postpone many of his plans such

as purchasing a car for his family.




For the next 6 months Karan got financial support from Arjun

and managed to keep his problems at bay.

However, after 6 difficult months Karan finally got a job and his

cash flow situation improved significantly.

Hence, his need for assistance also reduced




Hence, Arjun decided to discontinue the financial support to Karan.

Having discontinued this financial support Arjun was in a good

position to fulfill his plans of purchasing the car for this family.




The financial support that Arjun provided Karan was like the fiscal

stimulus that governments /central banks provided to industry

during the financial crisis whereas his decision to discontinue the
support once Karan’s position improved is nothing but the financial

consolidation of Karan’s account.




So when we talk of financial consolidation what is meant is that

because the Indian economy is back on track, a time has come

to withdraw the fiscal support that was provided during the

financial meltdown in 2008 so that the money could be put to

better use from the economy




Hope this lesson has succeeded

in clarifying the meaning of
“Fiscal Consolidation” approach

to investing




Thinking of Investment

Contact
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The views expressed in this lesson are for information purposes only and do not construe
to be any investment, legal or taxation advice. The lesson is a conceptual representation
and may not include several nuances that are associated and vital. The purpose of this
lesson is to clarify the basics of the concept so that readers at large can relate and
thereby take more interest in the product / concept. In a nutshell, Professor Simply Simple
lessons should be seen from the perspective of it being a primer on financial concepts.
The contents are topical in nature and held true at the time of creation of the lesson. This
Is not indicative of future market trends, nor is VEcoSys IMF Pvt. Ltd. attempting to predict
the same. Reprinting any part of this material will be at your own risk. vEcoSys IMF Pvt.

Ltd. will not be liable for the consequences of such action.

Mutual Fund investments are subject to market risks,

read all scheme related documents carefully.




