
Ute Filipiak (Autor)
Financial Investments, Financial Literacy, and Trust

in Financial Institutions

https://cuvillier.de/de/shop/publications/6643

Copyright:
Cuvillier Verlag, Inhaberin Annette Jentzsch-Cuvillier, Nonnenstieg 8, 37075 Göttingen,
Germany
Telefon: +49 (0)551 54724-0, E-Mail: info@cuvillier.de, Website: https://cuvillier.de



Contents

1. Introduction 9
1.1. Motivation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9
1.2. Aim . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12
1.3. Contribution and Outline . . . . . . . . . . . . . . . . . . . . . . . 14

2. India’s Financial Market and the Demand for Financial Services 18
2.1. Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19
2.2. India’s Financial Market: 1950 - Present . . . . . . . . . . . . . . . 21
2.3. Indian Consumers and the Demand for Financial Services . . . . . . 27
2.4. Conclusion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33

3. Financial Literacy Information Flows and Caste Affiliation 35
3.1. Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36
3.2. Literature and Hypotheses Development . . . . . . . . . . . . . . . 38

3.2.1. Social Interaction and Stock Market Participation . . . . . . 38
3.2.2. Group Identity and Social Interaction . . . . . . . . . . . . . 40
3.2.3. Indian Caste System and Social Interaction . . . . . . . . . 41
3.2.4. Indian Caste System and Financial Literacy . . . . . . . . . 42

3.3. Method . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44
3.3.1. Data – The National Data Survey on Saving Patterns of

Indians (NDSSP) . . . . . . . . . . . . . . . . . . . . . . . . 44
3.3.2. Measurement of Variables . . . . . . . . . . . . . . . . . . . 45

3.4. Results . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49
3.4.1. Descriptive Statistics . . . . . . . . . . . . . . . . . . . . . . 49
3.4.2. Determinants of Individual Awareness of Financial Instru-

ments and Investment Decision . . . . . . . . . . . . . . . . 55
3.5. Discussion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62
3.6. Conclusion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65

4. Trusting Financial Institutions: Out of Reach, out of Trust? 70
4.1. Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71



Contents 6

4.2. Trusting Financial Institutions: Conceptual
Framework . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74
4.2.1. The Need for Trust in Financial Institutions . . . . . . . . . 74
4.2.2. Determinants of Trust and Financial Market Participation . 75
4.2.3. On the Link Between Trust and Financial Access . . . . . . 76
4.2.4. Financial Institutions in India . . . . . . . . . . . . . . . . . 77

4.3. Data and Descriptive Statistics . . . . . . . . . . . . . . . . . . . . 78
4.3.1. The Sample . . . . . . . . . . . . . . . . . . . . . . . . . . . 78
4.3.2. Measurement of Variables . . . . . . . . . . . . . . . . . . . 79
4.3.3. Descriptive Statistics . . . . . . . . . . . . . . . . . . . . . . 82

4.4. Determinants of Individual Trust in Financial Institutions . . . . . 90
4.4.1. Econometric Specification . . . . . . . . . . . . . . . . . . . 91
4.4.2. Results . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94
4.4.3. Robustness Checks . . . . . . . . . . . . . . . . . . . . . . . 98

4.5. Discussion and Conclusion . . . . . . . . . . . . . . . . . . . . . . . 100

5. Comparing Trust in Domestic Banks with Trust in Foreign Banks in
Retail Banking 111
5.1. Introduction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 112
5.2. Consumer Trust in the Banking Sector: Conceptual Framework . . 114

5.2.1. The Relevance of Consumer Trust in Retail Banking in Emerg-
ing Economies . . . . . . . . . . . . . . . . . . . . . . . . . . 114

5.2.2. Trusting Foreign and Domestic Banks . . . . . . . . . . . . . 115
5.2.3. The Indian Banking Sector and Foreign Bank Presence . . . 117

5.3. Method . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 118
5.3.1. Data . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 118
5.3.2. Measurement of Variables . . . . . . . . . . . . . . . . . . . 118
5.3.3. Descriptive Statistics . . . . . . . . . . . . . . . . . . . . . . 121

5.4. Econometric Specification . . . . . . . . . . . . . . . . . . . . . . . 123
5.5. Estimation Results . . . . . . . . . . . . . . . . . . . . . . . . . . . 124
5.6. Discussion and Conclusion . . . . . . . . . . . . . . . . . . . . . . . 129

6. Conclusions 135
6.1. Summary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135
6.2. Implications for Public Policies and Future Research . . . . . . . . 136


