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Malini Bhupta
malini@outlookindia.com

In my maiden issue I had said that 
Outlook Money would closely 
track disruptions in the financial 
services industry and their impact 

on investors. Our current issue focuses 
on one such shift. With the proliferation 
of mobile broadband, Indian investors 
are increasingly shopping for financial 
services just as they are buying other 
products—digitally. While technology 
is a driving force, the other major factor 
contributing to this change is distrust 
in intermediaries. Tech-savvy investors 
are now researching and engaging with 
product manufacturers directly because 
not only is it more convenient but it 
is also cost-effective. For instance, all 
mutual fund schemes have a direct 
plan. This was mandated by the market 
regulator in 2012, but investors have 
started showing a preference for these 
schemes in the last two 
years. The consumer is 
driving this shift today and 
product manufacturers 
are responding to this 
by building a direct sales 
force. On the face of it, 
insurers and mutual fund 
bosses claim that all forms 
of distribution channels—distributors, 
brokers, online platforms and direct 
investment platforms—will exist, 
but it is apparent that consumers 
want to cut out the middlemen. Also, 
many investors believe that investing 
through online apps and platforms is 
cheaper, but the fact is that not all these 
platforms hawk direct plans.   

Our cover story delves deep into this 
trend and busts some classic myths, 
while highlighting the pitfalls of going 
direct. Many consumers believe that 
going direct is the most cost-effective 
way to invest, but if one boards the 
wrong bus, the chances of reaching 
the right destination are slim. While 

investing directly is more complex 
given that there are 8,000-plus 
mutual fund schemes to choose 
from, buying insurance online is 
relatively easier. And insurers have 
seen a substantial jump in traffic 
to their websites over the last one 
year. But in both cases, the caveat is: 
“Buyer Beware.” 

This is all the more relevant 
during the first three months of 
the calendar year, as they herald 
the onset of the annual tax-
saving season, which sees salaried 
taxpayers scurrying to make 
tax-related investments before the 
March 31 deadline. Our coverage 
on tax planning will help you reduce 
stress, maximise tax benefits on 
offer and avoid mistakes.

We are also introducing a new 
section called ‘Life 
Planning’ because 
financial planning 
needs to be closely 
linked to life goals, 
which may vary for 
people of different age 
groups. We believe 
that financial planning 

has to be done in a holistic way. 
In this issue, we have focused on 
Millennials and how they can plan 
their life if they have graduated with 
a large education loan. The section 
will employ different tools like 
poems to convey the message in a 
differentiated way. 

Last, but not the least, the 
Finance Minister seems to have 
disappointed the middle-income 
segment this time, as he clearly has 
not made them richer. Our Budget 
Special seeks to decode all the 
measures announced by the FM and 
how it will impact their income and 
investments. Happy Reading! 

Tech Nation 
Tech-savvy investors are now 
researching and engaging with 
product manufacturers directly  

Winds of Change...

It has become 
apparent that 

Indian investors 
want to cut out 

middlemen
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I like reading Outlook Money 
magazine as it covers all possible types 
of money-related issues. As I come from 

a science background, understanding 
finance has been easier after reading the 
magazine. In addition to investment advice, 

your magazine also helps readers take 
control of their finances. Articles on 

taxes, investment plans, loans and 
saving strategies keep me in the 
loop regarding current issues 

in personal finance as well as 
help me plan for long-term 

financial needs.

Letters must be addressed to: The Editor, Outlook Money, AB-10, Safdarjung Enclave,  
New Delhi 110029, or letters@outlookmoney.com. Please mention your full name and residential address.
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At the outset let me congratulate 
you for an insightful article on  
Rakesh Jhunjhunwala. Many people 
desire to get a peek into the mind of RJ, 
especially those who seek to make their 
careers/fortunes in the stock markets. 

RJ’s three simple rules of identifying a 
stock as well as the 10 commandments 
are gems worth their weight in gold. 
People following these simple practices 
will definitely see a remarkable 
difference in the results they get. 

RJ’s ability to take bets on various sizes of companies and industry 
sectors also speaks for the India story that is not just driven by any one 
specific sector, but where each sector plays a role in supporting the 
overall story. This in itself should give a lot of confidence to the retail 
investors and to the various entrepreneurs who are creating some great 
enterprises in the country. 

All in all, I’d like to thank you for bringing out RJ’s story and for 
providing some amazing insights and advice to the readers.

Mahendra Tripathi,  
Mumbai

Talk Back

Financial Guide

Khushali Pandit,  
Mumbai
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“ “

I was absolutely thrilled after receiving the first edition of your 
magazine.  Many congratulations to your team for the wonderful 
insights. RJ interview was indeed the highlight, but what caught my 
eye was your comprehensive coverage of direct equity investment, 
MF and insurance. Best wishes for 2018. You have made an 
impactful and a brilliant start with your first issue of the New Year.

Kush Katakia, Mumbai

Could you run articles on medical insurance for diabetics and the 
details of travel insurance offered by airlines whilst booking tickets? 
The Outlook Money team is doing a good job. Keep going!

Piyush Pancha, Goa

““

Talk Back

The New Year issue was indeed 
special as it covered the future of 
Indian markets through the eyes 
of the master, Rakesh ji. I have 
been of the belief that the Indian 
markets have been overvalued 
due to the optimism prevailing 
in the market for several reasons. 
Rakesh ji’s mantra for investing 
and trading should be understood 
thoroughly by every individual 
looking to invest or trade, as more 
often than not, individuals tend 
to take calls based on emotion 
(greed/fear) than taking an 
informed decision. 

The Bitcoin mention on the top 

of the cover caught my eye but I 
was disappointed, as the required 
level of information on whether 
one should take the plunge or 
let it go was missing. While you 
have covered the pros and cons, I 
only hope individuals do not take 
a large bet in optimism to make 
huge returns that it has promised 
in the short run.

On the stock bets for 2018, 
like in the past, it has covered 
good stocks. But should not the 
investment into equities be for 
the long-term? Your readers come 
from a different mix—a newbie 
to investment to someone who 

has understood the principles of 
investing over a period of time. 
One is spoilt for choices and 
individuals tend to take a position 
reading the article but then later 
forget about it. It would help 
if you call out how one should 
approach investing in stocks and 
what they should do after a year 
or alter their decision midway, 
depending on the stock specific 
impact or macro economic 
factors.
Thank you for all the coverage 
and your team has been doing a 
great job!

Vinay Acharya 

Good Coverage

The New Year issue was meant to be fun and so we 
decided to have a section on Numerology. It is not 
going to be a regular feature. Our celebrity section 
is meant to illustrate key money mistakes through 

personal stories. Celebrities wield influence and, we 
believe,  they can convey money lessons effectively

Editor’s ReplyNumerology
Kindly do not publish articles on numerology, 
palmistry and astrology in a finance magazine. There 
are plenty of other magazines to cater to these needs. I 
do not understand how the article on Swara Bhaskar is 
going to help anybody. On the other hand, allot more 
pages to insurance, loans etc, as they are more useful.

Vardhan Rao 





14  Outlook Money  February 2018  www.outlookmoney.com

Ravi, Hyderabad

i have existing pure term 
insurance policies with a 
sum assured of `2.55 crore. 
My annual income is  
`12 lakh. i wanted to take 
an additional `1 crore cover. 
My banker advised me not 
to mention the details of 
my existing policies, which 
i accepted and signed the 
application. Will that be 
a breach and cause any 
problems during claims?
It appears you have sufficiently high 
cover at present compared to your 
earnings. However, disclosure of 
existing policy is a must while taking 
fresh cover to avoid problems. It 
is your responsibility to reveal all 
the necessary information to the 
insurance company. If you hide 
any significant facts, your claim 
may get rejected. There is a policy 
declaration rule wherein you are 
required to disclose existing policies. 
It is better to be safe than sorry.

AK Narayan, Founder, 
A.K. Narayan Associates

Sanjeev kuMaR

i am 39 years old and my 
objective is to invest for 10 
years for the education of 
my son. i want to invest `2 
lakh as lumpsum amount 
and `20,000 every month. 
Please suggest a few funds 
to diversify my portfolio. 
Should i go for large, mid or 
small-cap funds?
Please note what kind of education 
you would like to seek for your 
son, domestic or international. 
The costs vary drastically in both 
options and planning should be 
done accordingly. Since the goal is 
10 years away, I would recommend 
your investment in a combination 
of large-cap, multi-cap and mid-cap 
equity funds, both for the lump-sum 
and monthly investment. Mutual 
funds and select bluechip stocks will 
help the portfolio grow well and beat 

Jyoti, Muzaffarpur

i got land (with a house) as a gift from my father in 
january 2007. now i want to sell it. Does indexation 
theory apply on gifted property? What will be my 
capital gains liability? By when do i have to pay all 
my capital taxes?
The capital gains arise when property is sold. In your 
case, property will be considered as a long-term gain 
since you have inherited an existing property during 
2007. Any profit realised after two years of purchase will 
attract long-term capital gains taxes. This is despite the 
fact that you have not incurred any cost for acquiring 
the property. For the purpose of capital gains, cost of 
the previous owner should be indexed, considering his 
date of purchase. Indexation benefit is also available for 
inherited property. Taxes have to be paid before filing 
your returns.

A. K. Narayan, Founder, A.K. Narayan Associates

inflation in the long run.
You could invest in IDFC Focussed 

Equity Fund and Birla Frontline 
Equity Fund in large-caps, Mirae 
Asset India Opportunities Fund 
Motilal Multicap 35 Fund and 
IDFC Classic Equity in the multicap 
category, and Mirae Asset Bluechip 
Fund, SBI Mid Cap and  IDFC 
Sterling Equity in mid-cap category.

Dilshad Billimoria, CFP, 
Dilzer Consultants

Sanjeev DaWaR, Pune

is it advisable to book long-
term capital gains (LTCG) 

on equity shares, followed 
by a repurchase? Will it be 
favourable keeping in  
view tax implications and 
cash flow?
Booking profits and rebalancing of 
one’s portfolio should be considered 
as part of the overall allocation of 
your portfolio. If the purpose of 
booking profits is only because 
markets have reached these highs, 
then it’s best to rebalance—book 
some profits and move to fixed 
income and let the balance grow.

If it is because tax laws may 
change in the upcoming budget, 

Queries
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then I would suggest not to take 
such a drastic decision. If it is based 
on an event-driven market risk, 
then do not book profits. Timing the 
market is not recommended, rather 
time in the market and align your 
investments to your goals to bring 
discipline and focus.

Dilshad Billimoria, CFP,  
Dilzer Consultants

GeoRGe aniL

Could you recommend the 
best eLSS fund to invest in 
to save on taxes this year?
Equity-linked savings scheme (ELSS) 
is transparent, tax efficient and 
well-regulated and has a three-year 
lock-in period. Despite market risks, 
it can still deliver double-digit return 
in a period of three or four years. 
You need to check consistency in 
performance. All mutual funds have 
tax plans and I would rate schemes 
from Axis, IDFC and Reliance 
AMCs as better performers. 

AK Narayan, Founder, 
A.K. Narayan Associates

PauL

What is a defined pension 
benefit plan?
In defined pension benefit plans, 
the employer invests a part of 
your compensation as a benefit for 
your retirement. It is more like an 
assured retirement benefit. When an 
employer invests in an EPF account 
for you, a part of it (8.33 per cent) 
goes to EPS, which is a pension 
scheme. You can access it when you 
turn 58 or after you complete 10 
years of service. NPS, on the other 
hand, is a defined contribution plan. 
Here, you have to take investment 
decisions on your own whereas 
in the defined benefit plans, the 
employer takes the calls based on 
guidelines set by the government.

Shweta Jain, CFP

LaLiT RaMTeke

i am planning to invest 
`5,000 per month for my 

three-year-old daughter’s 
higher education. i have 
calculated the cost of 
education 13 years from now, 
with 10 per cent inflation. 
Should this amount be 
invested in one single mutual 
fund or multiple funds? 
It is commendable that you have 

chosen to save money for your 
child’s education. It is all the more 
appreciable as you have chosen to 
invest via mutual fund schemes to 
create a corpus.

You can look at two different 
schemes of `2,500 each using SIP 
route. The time frame of 13 years is 
long enough to create a good corpus. 
I would recommend you invest in a 
balanced fund and a large-cap fund.  
Example given below is hypothetical 
and rate of return assumed is at 12 
per cent per annum.
Amount per month= `5,000
Period = 13 years
Amount invested = `7.80 lakh
Likely corpus = `18.72 lakh
The corpus is likely to grow close 
to 2.40 times.

AK Narayan, Founder, 
A. K. Narayan Associates 

RajPaL SinGh, Perth, Australia 

Please offer advice on 
mutual fund portfolio to 
create wealth in the next 
10-20 years. i can invest one 
lakh per year, which can be in 
the form of SiP. i don’t need 
this money for immediate 
use. Which funds should i 
invest in to achieve my goal? 
i am 37-years-old and new to 
investments.
Financial goal should be set in terms 
of amount to be accumulated in 
a time-bound manner in order to 
measure the progress time to time. 
With your long-term investment 
horizon, you can consider investing 
in ICICI Prudential Focused 
Bluechip Equity Fund, Aditya Birla 
Sun Life Pure Value Fund and SBI 
Magnum Multicap Fund. You can 
invest `3,000 per month in each of 
these schemes through SIP route. 

Pankaj Mathpal, Managing Director, 
optima Money Managers

GeoRGe CheRuvaThooR, Chennai

Recommend a mutual fund 
scheme where i can invest 
`8,000 per month through 

i sold an indian equity 
share after one year 
of purchase from my 
indian demat account. 
Do i need to pay any tax 
under LTCG if securities 
transaction tax (STT) is 
deducted while remitting 
the money to me by the 
securities firm?

Long term capital gains 
arising on sale of shares are 
exempted under section 
10(38) of the Income Tax 
Act. The only point to 
remember is that the shares 
should be sold through 
stock exchanges and that 
the shares are held at least 
for a period of 12 months. 
STT is paid through the 
broker while selling the 
shares. Hence, there is no 
capital gains tax payable 
for long term gains.

AK Narayan, Founder,  
A. K. Narayan Associates

rAJeSh Shetty, Thane
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an SiP for a period of 20 
years, targeting `80 lakh by 
year 2040. Please advise 
me on other possibilities for 
mutual fund investing
Assuming CAGR of 12 per cent per 
annum, you can expect to achieve 
your target of `80 lakh by 2040. 
However, this corpus may not be 

Queries

sufficient for the desired goal in 
future due to the effect of inflation. 
You should consider inflation and 
increase the set corpus amount. 
I would advise you to increase 
the SIP amount year after year to 
accumulate the adequate amount  
for your financial goal. You can 
consider investing in ICICI 

Prudential Focused Bluechip Equity 
Fund, Aditya Birla Sun Life Pure 
Value Fund and SBI Magnum 
Multicap Fund.

Pankaj Mathpal, Managing Director, 
optima Money Managers

DheeRaj SP, Mumbai

i plan to start monthly 
SiPs of `15,000 per mutual 
fund for 15 years in certain 
funds. i aim to accumulate 
a corpus of `5 crore. Please 
let me know if my return 
expectations and fund 
choices are appropriate. i 
am not very conservative 
and can take some risk. 
The funds are – Mirae 
asset emerging Bluechip, 
Franklin india high Growth 
Companies, Birla Sun Life 
advantage, SBi Bluechip, 
DSP Small and Mid Cap.
Assuming 12 per cent CAGR from 
your investment portfolio in the 
long term, you can expect around 
`71 lakh after 15 years with your 
monthly investment of `15, 000. 
You will have to increase your SIP 
amount year after year to achieve 
the desired goal. I advise you skip 
DSP Small and Mid Cap fund and 
proceed with all other selected 
funds by you. Also, I would suggest 
you add one debt or hybrid fund to 
provide stability to the portfolio.

Pankaj Mathpal, Managing Director, 
optima Money Managers

Sujoy BhoWMik, Agartala

Can a super top-up plan  
be ported?
Yes, you can port your health 
insurance policy, including a top-up 
policy, to any general insurance 
company or a specialised health 
insurance company. You can exercise 
this option at the time of renewal 
by giving an advance notice to your 
existing insurer at least 45 days 
before the renewal is due.

Pankaj Mathpal, Managing Director, 
optima Money Managers

i would like to understand the major difference between 
regular and direct mutual fund investment and benefits 
i can get under each plan.
In the regular plans of mutual fund schemes, the expense 
ratios are higher or in simpler words, these are costlier than 
direct mutual funds where the expense ratios are lower. So 
while the difference may not seem too high, over a period 
of time say 10 years+ it will start impacting performance 
due to compounding effect of the charges. While this is the 
direct benefit, the indirect benefit is that you are unlikely to 
get mis-sold, if there is nothing in it for anyone to sell it  
to you.

A distributor earns a commission/brokerage if you invest 
through her/him. If you have an advisor, it is better to invest 
in direct mutual funds. However, if you are doing it on your 
own, do understand that we find it difficult to manage our 
emotions and also do all the research for investing, so don’t 
be pennywise pound foolish while investing, hire an advisor 
who is competent and you can trust. 

Shweta Jain, CFP

rAMAN rAo, Hyderabad
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‘Health insurance is the most  
important coverage for individuals’

Q  The only internationally A rated 
direct insurer of India. Please tell our 
readers what reasons do you attribute 
behind this achievement?
We are the only internationally “A-“rated 
direct insurer of India . The ratings reflect 
New India’s balance sheet strength, 
which A.M. Best categorizes as very 
strong, as well as its adequate operating 
performance, favourable business 
profile and appropriate enterprise risk 
management. The rating reflects the 
market dominance, profitability and 
financial strength of the Company.

Q  NIA is the largest non-life insurer 
in the country. But you also need to 
maintain the competitive edge. What 
are the new product /policy offerings 
from NIA?
New India has launched many innovative 
products recently.  We launched the 
Griha Suvidha Policy, a very simple 

product.  The highlight of this product is 
the simplicity and ease to the customer in 
providing the details and description of 
contents and also hassle-free process of 
claim administration.  The Top Up Product 
of New India in the Health Insurance 
sector helps to meet the need of high sum 
insured in health Insurance Policies.
Product innovation and ability to do 
business at a cost lower than competition 
are essential strategic approaches that 
the Company undertakes, for creating 
competitive advantages in this dynamic 
business environment.  Keeping this in 
view, we have finalised “Title Insurance” 
which is the latest innovative product 
providing risk cover in the real estate 
sector in view of the newly introduced 
RERA Act. The Company also proposes 
to come out with various competitive 
products in the Health and the Motor 
segment, to cater to various segments of 
the society. 

Q  Motor and health constitutes almost 
65-70% of the industry. But still the 
penetration is too low. What is your 
message to millennials? Do you think 
this segment would start providing 
reasonable economic profit this year?
The Industry as well as the regulator 
(IRDAI) have taken various measures to 
improve the levels of awareness. 
My message to the millennials would be 
to ensure that each vehicle owner must 
always have a Motor policy which is also 
a legal requirement as per the Motor 
Vehicles Act. Further, I would like to add 
that in today’s era, health insurance is 
the most important coverage that any 
individual must have in view of the high 
costs of many complex lifesaving medical 
procedures available nowadays. 
Our country today is having a young 

demography with high disposable 
incomes with younger earning population 
and therefore this segment actually 
provides good amount of business to the 
industry.  As the business grows and more 
youngsters come into insurance net, this 
segment would be more profitable.

Q  Critical illness covers have become 
the flavour of the season with even life 
insurers jumping on to the bandwagon. 
Do you see this segment gaining in 
popularity going forward?
Critical Illness Cover is a niche product 
with significant commercial potential. 
The product has very good marketability 
prospects and presents great commercial 
viability too. This segment is definitely 
going to gain popularity as most of the 
critical illnesses are high cost treatments 
and therefore a cover against it is very well 
in demand.

Q  Digital as a distribution channel has 
been gaining prominence over time. 
How do you rate its prospects? What 
is your digital strategy, particularly to 
attract younger policyholders?
The digital and e-governance initiatives 
by Government of India have provided 
a large boost to the non-conventional 
Digital Distribution Channel. Customers 
can get their policy document online 
in minutes. Currently we are offering 
online facility for health, motor and other 
personal lines.  In online, we are planning 
to launch more basic and simple products 
which can be readily bought online. 
We have equipped our marketing team 
also to issue online policies through our 
portal. We are also active in social media 
platforms. We are also offering 10% 
discount on first time purchase of policies 
online on some selective products.  

G. Srinivasan of New India Assurance talks about what it takes to be an internationally “A” rated direct insurer.  
He shares insights about the company’s new products and distribution channels. He also has a few words of wisdom 
for the millennials, and stresses on the increasing need for health insurance in India.

G. Srinivasan  
Chairman-Cum-Managing Director, 
The New India Assurance Co. Ltd.

Focal Point
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Worried about the 
safety of your 
sensitive, personal 
information due to 

news around compromise of 
Aadhaar data? Unique Identification 
Authority of India (UIDAI) has 
come up with two antidotes—facial 
recognition and virtual ID—in an 
attempt to eliminate possibilities of 
such data breach and misuse.

Facial recognition will be made 
available from July 1 as a means of 
authentication along with a 
combination of fingerprints, iris 
scans or OTP to verify Aadhaar 
details. This will come as a relief to 
the elderly, many of whom have lost 
clarity of their fingerprints, and for 
those engaged in manual labour. 
Since a photo is captured at the time 
of Aadhaar enrollment and already 
stored in the database, there will be 
no need to capture any new data. 

However, some concerns remain. 
Says Rakshit Tandon, cyber security 
expert and consultant – IAMAI 
(Internet and Mobile Association of 
India), “whenever any new 
technology is introduced, one needs 
to check all the security aspects and 
understand the possibility of misuse. 

Facial recognition  
and Virtual ID to 
strengthen Aadhaar
UIDAI has rolled out two new features to  
nix privacy concerns, says Anagh Pal

In India, a large section of society lacks awareness 
about investing in mutual funds. In spite of record 

inflows, the penetration of mutual funds remains 
dismally low. A 2016 SEBI survey says that while 95 
per cent of Indian households prefer to park their 
money in bank deposits, only 9.7 per cent prefer to 
invest in mutual funds.

According to Reliance Nippon Red Herring 
Prospectus data, mutual funds as the percentage of net 
financial savings was as low as 1.32 per cent in 2012 
financial year, going up to 1.53 per cent and 2.94 
percent, in 2015 and 2016, respectively.

This means that there is a huge growth opportunity 

for mutual funds. Reliance Nippon Life Asset 
Management is trying to increase their investor base 
through several initiatives to reach out to the masses 
and educate them about investing through mutual 
funds and realizing their long-term financial goals.

One such initiative involves reaching out to Uber 
drivers across the country. “We are targeting lower-
income households to help them invest wisely within 
which we are focusing on Uber drivers. From our 
target group, most of them either do not invest or end 
up investing in schemes that lack credibility,” says 
Sundeep Sikka, Executive Director & Chief Executive 
Officer, Reliance Nippon Life Asset Management.

Each interested Uber driver partner is given a 
thorough understanding of the investment solutions. 
The idea is to make them aware that goals like 

Reliance MF: targeting  
low-income households

Photo: Tribhuvan Tiwari
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Mutual funds’ 
performance to be 
evaluated on TRI basis
In a quest to enable investors to 
evaluate the performance of a 
scheme against an appropriate 
benchmark, SEBI has asked AMCs 
to compare their scheme 
performances with the Total Return 
Index (TRI) of the benchmark. 

The regulator has emphasised 
that the selection of a benchmark 
for the scheme of a mutual fund 
should be mapped with the 
investment objective, asset 
allocation pattern and investment 
strategy of the scheme.

Currently, fund houses have to 
evaluate their schemes’ performance 
on the basis of a defined 
benchmark. BSE Sensex and NSE 
Nifty are the top two benchmark 
indices in the country. 

Further, most of the mutual fund 
schemes currently are benchmarked 
to the Price Return Index (PRI), 
apart from debt schemes, which 
only captures capital gains of the 
index constituents. However, TRI 
also captures dividends of the 
stocks that make up the index, 
along with price returns. “TRI takes 
into account all interest payments 
that are generated from the basket 
of  constituents  that  make  up  the  
index  in  addition  to  the  capital  
gains,” says SEBI circular.

DSP Blackrock Mutual fund, 
Quantum Mutual Fund and 
Edelweiss Mutual Fund are already 
disclosing their actively-managed 
equity schemes as per the TRI 
framework. 

By Himali Patel

children’s education and retirement can be met through 
regular investments of small amounts in mutual funds.

Another initiative - the Salary Advantage program allows 
employees to invest their periodic reimbursements /incentive 
payouts to a liquid fund account, helping them earn more on 
their money compared to what they would have earned in a 
savings fund. Employees may also receive a part of their salary  
or their full salary in this account and enjoy market-linked  
debt returns. Employees can further invest in mutual fund 
schemes from the Reliance stable and get potential benefits  
from investing in equity markets. “These programs are 
conducted in consultation with the human resources team. An 
introductory session is conducted for employees to answer 
their queries. We have garnered a good response for the 
program,” says Sikka. 

By Anagh Pal

It is two dimensional facial 
recognition and since it can be 
based on the picture that has 
already been captured, someone 
else with your picture can also 
breach it. So they need to 
implement three dimensional 
facial recognition technology, 
which is the latest.” Ankush 
Johar, director at Infosec 
Ventures, an infrastructure 
security solutions company, 
agrees: “Although adding an 
extra layer of security for 
Aadhaar card holders seems to 
be a good initiative, adding 
facial recognition might not do 
much good as it is not too 
difficult to replicate compared 
to other biometrics.”  
    The second feature being 
intoduced is of virtual ID. 
Aadhaar users can generate 
virtual ID, a 16-digit number, on 
the UIDAI website and share the 
same with various entities that 
ask for it as part of their know-
your-customer (KYC) process. It 
will act as a stand-in for the 
actual 12-digit Aadhaar 
number. UIDAI will start 
accepting the Virtual ID from 

March 1, 2018. And, June 1 
onwards, all agencies involved in 
the KYC ecosystem will have to 
mandatorily accept it. They can 
create as many Virtual IDs as 
possible—it is a temporary 
number that ceases to exist once 
the user generates a fresh one. 

The authorised agencies that 
carry out the KYC process will 
be able to complete the 
verification using the Virtual ID 
and the user’s biometrics. 

Their access will now be 
limited to details like name, 
address and photograph. This  
is part of UIDAI’s decision to 
introduce limited KYC access 
where the authorised entities 
will be provided with only  
need-based or limited details  
of a user.

The virtual ID can be 
generated only by the Aadhaar 
holder by visiting the UIDAI 
website, Aadhaar centers or 
through the mAadhaar app. 
“The introduction of Virtual ID 
is a positive move. Even if there 
is a breach at the vendor’s end, 
the data of an individual will 
stay protected,” says Tandon. 



Do you worry about a 
credit card fraud every 
time you swipe it? If 
you do, then you are 

not off the mark. Research shows 
that there has been a 24 per cent 
increase in the credit card frauds 
in financial year 2016-2017. With 
introduction of slew of measures to 
promote cashless economy, digital 
payment systems have witnessed a 
rapid growth. According to Experian 
APAC and India Fraud Report-2017, 
by Experian India: “India is among 

Consumers can fortify 
their cards against 
fraud by following 
small steps. Rimme 
Dirchi throws light on 
some of these measures

Ways To ProTecT your 

Fraud Trends in India

Identity Theft is a major contributor to the fraud statistics

Highest frauds in 
consumer loans, credit 
cards & personal loans

Fraud cases Multiple PAN 
information

Incorrect employ-
ment information

Contact  
information

Contract  
information

Two wheeler 
loans

Mortgage  
loans

Auto
loans

Credit  
cards

Consumer 
loans

Personal 
loans

75% 40% 25% 18% 30%

34%36% 65% 24%

0.86%2.2%

No Change 24%

0.72%

Identity 
Theft

the top four countries surveyed in 
the Asia Pacific region, with highest 
digital adoption, digital banking 
account sign-up and utilisation.”

This isn’t a coincidence, with 
the world becoming a “global 
village” —a term, which Marshall 
McLuhan popularised in his books. 
In his 1964 book Understanding 
Media, McLuhan spoke of “...one 
world that is interconnected by an 
electronic nervous system.” Closer 
home, the Digital India Programme 
has been a flagship programme of 

Source: Experian Fraud Insights Report-2017 

PlasTIc 
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been mapped to the bank account, 
so as to receive timely alerts about 
any transactions that take place. 
Keeping the card issuer’s customer 
service/hotline number updated in 
the phone contact list would also go 
a long way. “Log on to your online 
accounts, as it will help you verify 
your activities. If you do get flagged, 
monitor your expenses, it will help 
in keeping an eye out for fraudulent 
charges,” explains Puneet Sahni, 
head of product development, SBI 
General Insurance.

Insuring your travel is another 
great way to deal with an untoward 
situation when you are travelling 
overseas. Insurance providers have 
emergency services for customers, 
in case there has been a theft and 
you are stranded with no money. 
For travellers facing such a situation, 
insurance providers allow cash 
assistance up to the limit stated in 
the travel policy. Anurag Rastogi, 
member of executive management, 
HDFC ERGO General Insurance 
points out: “Financial Emergency 
Assistance’ is a service provided by 
insurers to travellers in case they 
face a situation where the wallet or 
credit/debit cards are stolen.”

Insurance will come in handy in 
times of dire need, as most travel 
insurance service providers provide 
assistance by arranging for cash 
deliveries once they obtain payment 
security from the customer or his/
her relatives. Insurers also reimburse 
replacement costs for the lost or 
stolen wallet, which includes costs 
for any personal records and debit/
credit cards. Application fees for 
applying for replacement or certified 
copies of the personal records and/
or payment cards could also be 
covered, added Sahni. 

There are small ways in which 
consumers can protect their plastic 
money. If these principles are 
followed, the chance of a fraudulent 
transaction happening on such cards 
is relatively lower. 

rimme@outlookindia.com

the Government of India to turn 
the country into a more digitally 
synchronised society.

With greater thrust on financial 
inclusion, there has also been a surge 
in cases of fraudulent transactions. 
Hence, customer protection to 
mitigate risks has taken front seat for 
banking institutions. 

In order to analyse customer 
behaviour and patterns, banks 
use big data. It enables banks to 
track factors like how often a user 
typically accesses an account and the 
geographic location from which the 
user most often accesses an account. 
This helps them spot frauds.

Banks are increasingly relying on 
big data to predict attacks, based on 
trends that are specifically targeting 
the industry. Puneet Kapoor, senior 
executive vice president, Kotak 
Mahindra Bank stated: “We do 
two types of analysis. One is from 
a risk perspective. We have certain 
volume-velocity linked algorithms, 
which generate alerts if there is 
any unusual activity on a card. 
The second is from a customer 
engagement perspective.”

Whenever a customer initiates 
transactions at the Point-of-Sales 
terminal (POS), location of the 
invoice is automatically detected. 
Parag Rao, country head-cards 
and merchant acquiring business, 
HDFC Bank says: “For all payment 
transactions initiated at POS, 
the card will prompt for PIN for 
authenticating the genuineness of 
the transaction. The cardholder’s 
data is secured and protected against 
any misuse/cloning since the data is 
stored in encrypted format on the 
embedded chip.”

Further, the Reserve Bank of 
India (RBI) in July 2017 came out 
with revised guidelines limiting 
customer liability and pushing onus 
on to banks in case of frauds. The 
regulator has made it mandatory 
for banks to register all customers 
for text message alerts and 
permit reporting of unauthorised 

Inform the card issuer of your 
travel plans, so that they can track 
card use   

Activate SMS /email alerts on your 
phone for card-related activities

To receive timely alerts, avoid 
switching off phone that has been 
mapped to your debit/ credit cards

A customer can deactivate his or 
her debit card through the mobile 
banking app    

With round the clock NetBanking 
and PhoneBanking facilities, cards 
can be blocked instantly in case of 
an unauthorised transaction

Enable online accounts. This will 
help you to monitor your expenses,  
as well as, keep an eye on 
fraudulent charges

Update card issuer’s customer 
service and hotline numbers in 
your contact list

Use pre-paid Forex card as an 
alternative for shopping

on the road

transactions through a reply to the 
alert message and other channels, 
including phone banking, SMS, 
email, website, call centre and 
interactive voice response.

“The customers must be 
advised to notify their bank of any 
unauthorised electronic banking 
transaction at the earliest after the 
occurrence of such transaction, and 
informed that the longer the time 
taken to notify the bank, the higher 
will be the risk of loss to the bank/ 
customer,” says RBI’s circular.

Safeguard your travel
One cardinal rule to observe before 
any travel plan would be to inform 
the banks about an impending 
travel. This allows banks to whitelist 
a card throughout the duration of 
travel. It is equally important to not 
switch off a phone number that has 
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reduces year-end pressure on cash 
flows. You can achieve your goals 
by aligning your financials and tax 
planning roadmaps.

If you have delayed the process, 
understand the provisions under 
the Income Tax Act, 1961, that 
lists tax concessions to individuals 
before going ahead with tax-saver 
investments. Read on to learn more 
about efficient tax-saving. 

 
Section 80C:  Look 
before you invest

Instead of blindly squeezing out  
`1.5 lakh from your savings to be 
locked away in an equity-linked 

The annual tax-saving 
season is here again. 
The months of January, 
February and March 

usually see frenzied activity on 
this front, with salaried employees 
struggling to file investment 
declarations ahead of the deadlines. 
The last date for making tax-saving 
investments, March 31, is also 
drawing closer, adding to  
the anxiety. 

However, you can avoid this 
annual rigmarole and plan tax-
related investments in a manner 
that not only enhances your 
financial planning strategy but also 

Looking for an ideal tax-saving solution? 
Preeti Kulkarni and Himali Patel prepare a list 
on ways to optimise the tax breaks on offer

10 Smart 
Moves To 
Maximise Tax 
Benefits 

1

savings scheme (ELSS) or a life 
insurance policy for three and five 
years respectively, you should look 
at other deductions that Section 
80C offers. For instance, tuition 
fee paid as part of children’s school 
fees is a relatively lesser-known tax 
benefit, but even fewer tax payers 
are aware of the change introduced 
in 2015. “Pre-nursery, play school 
and nursery fees are also eligible 
for deduction under Section 
80C,” points out Vaibhav Sankla, 
managing director, H&R Block. 

Evaluate all tax benefits to 
know if you actually need to set 
funds aside for tax-saving. “Add 
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Vaibhav Sankla
Managing Director, H&r Block

Pre-nursery, play school 
and nursery class fees are 
also eligible for deduction 
under Section 80C

analysis taking into account the 
interest paid on your loan and 
returns the tax-saving investments 
are likely to generate. “It is 
important to plan the number of 
installments in order to see how 
much interest can be saved by 
prepaying the loan. If principal 
repayments are done in one go, it 
can result in loss of tax benefits as 

the assessee can avail of deduction 
only under 80C and for that 
specific year in which payment 
is made,” says Amit Maheshwari, 
partner, Ashok Maheshwary & 
Associates LLP. 

Section 80GG: Claim 
HRA benefits without 
allowance 

Do not despair if your salary 
structure does not feature house 
rent allowance (HRA) or if you are 
self-employed. “You can still claim 
a deduction for rent paid under 
section 80GG, subject to specified 
limits. The maximum amount of 
rent qualifying for deduction is 
`5,000 per month,” says Amarpal 
Chadha, tax partner and India 
mobility leader, EY. The deduction 
is allowed for individuals who 
neither own residential property, 
nor receive HRA, and yet have to 
shell out rent to their landlords. 
“The deduction allowed is the 
least of rent paid minus 10 per 
cent of the total income before 
allowing the deduction or 25 per 
cent of the total income before 
allowing deduction, or `5,000 per 
month,” explains Suresh Surana, 
founder, RSM Astute Consulting. 

Section 10: Pay rent  
to parents 

Tax benefits related to HRA 
form a key component of a 
salaried individual’s remuneration 
package. It is a huge source of 
comfort for those living in rented 
apartments. However, even those 
who live with their parents can 
avail of this benefit by paying 
rent to them, particularly if the 
latter fall in lower tax brackets. 
“Your parents, in turn, can claim a 
standard deduction of 30 per cent 
of the rent amount, the deduction 
for housing loan interest and 
the deduction for proportionate 
municipal taxes. As a result, the 
entire family can save on taxes,” 
explains Sankla. 

Employees’ Provident Fund (EPF) 
contribution, school fees, principal 
repayment of housing loan and 
other tax-saving expenses made 
to compute the total deduction 
already available,” says Archit 
Gupta, founder and CEO, Cleartax, 
a tax returns filing portal. Simply 
put, you might need to make little 
or no tax-saving investments if 
your EPF contribution, housing 
loan principal repayment and 
existing life insurance policies’ 
premium make up `1.5 lakh—the 
annual deduction limit under 
Section 80C. 

Section 80C: Prepay 
housing loan  

If you haven’t exhausted the 
deductions under Section 80C, you 
can consider prepaying a part of 
your home loan after evaluating all 
the alternatives at hand. “Before 
making prepayment, compare 
the opportunity cost of your 
investment against your interest 
cost,” advises Sankla. In other 
words, carry out a cost-benefit 

2

3

4Instruments Lock-in 
Period Returns

*Public Provident Fund (PPF) 15 years 7.60%

*Sukanya Samriddhi Yojana 21 years^ 8.10%

*National Savings Certificate 
(NSC)

5 years 7.60%

*Post Office Time Deposits 5 years 7.40%

Bank Tax-saver Deposits 5 years 6-7%

#National Pension System 
(NPS)

Till Retirement 8% to 10%

**Equity-linked Savings 
Scheme (ELSS)

3 years 10-15%

##Ulips 5 years 9% -12% 

Tax-Saver Investments

* Returns for the January-March 2018 quarter. # Returns for the past three years.  ^Till the girl turns 21.
**Returns for the past three years as per Morningstar. ## Returns for the past five years as per Morningstar
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Section 24: Beyond 
home loan interest 
deduction

Section 24 is popularly known 
as the provision that allows tax 
breaks of up to `2 lakh on home 
loan interest paid. This limit is 
not confined to interest paid 
on loan from banks or housing 
finance companies. “You can claim 
deduction on loan processing fees, 
foreclosure charges and other fees 
related to your home loan. Interest 
includes service fees, brokerage, 
commission and prepayment 
charges,” points out Sankla. 
Similarly, you can avail of benefits 
if your house purchase entails loan 
from parents, family members or 
friends. “However, in this case, you 
should collect a certificate from the 
lender,” adds Sankla. The deduction 
is allowed irrespective of whether 
it is a housing loan or personal loan 
from an individual or institution. 
The only condition is that the loan 
amount should be used for the 
acquisition of a house.

Section 80C: Get your 
PPF investments right 

Tax-saving benefits of public 
provident fund (PPF) contribution 
are well-known. However, a 
proactive approach can help 
you gain from the scheme under 
Section 80C. “In order to get a 
higher return, it is advised to 
invest just when the financial 
year commences, since the PPF 
account follows the April-to-March 
year cycle,” says Akhil Chandna, 
director, Grant Thornton India. 

The earlier you invest, the 
higher will be the interest your 
PPF account accumulates during 
the year. Do not wait until March. 
If you have been a long-term PPF 
depositor, you could restructure 
your PPF contribution such 
that you can take advantage of 
PPF withdrawal rules—starting 
from the seventh year of your 
investment in PPF account, you 

can make partial withdrawals 
every year, subject to ceilings 
“You can withdraw and reinvest 
the permissible amount in the 
PPF account to claim deductions 
without the burden of making  
any fresh investment,” according  
to Sankla. 

Section 80D: Utilise 
non-insurance health 
deductions 

Although introduced in Union 
Budget 2012, awareness of the 
`5,000 tax relief on preventive 
health check-ups is still low. 
Available under Section 80D, it 
has received scant attention in 
comparison to the more prominent 
deductions it offers on health 
insurance premium paid for self, 
spouse, children and parents. 
“If your Section 80D limit is 
under-utilised, you can consider 
a preventive health check-up. Do 
remember to preserve your bills 
safely,” says Gupta of Cleartax. 

This apart, you are entitled to 
tax breaks in case you take care 
of uninsured elderly parents’ 
medical expenses. “You can claim 
a deduction of up to `30,000 for 
the expenses incurred on medical 
treatment of parents who are 
over 80 years of age,” says Sankla. 
However, both these benefits have 
to adhere to the section 80D limit. 

Section 80D: Optimise 
group health benefits 

Since the total deduction on health 
insurance premium can go up to 
`60,000—`25,000 for self, spouse 
and children and `30,000 if  
parents happen to be senior 
citizens—distributors often exhort 
tax payers to buy higher value 
covers. Instead, you can look at a 
less-taxing alternative: premium 
paid on group health cover.

Employees consider group 
health insurance to be a critical 
component of the remuneration 
structure. Since several such 
plans also cover elderly parents, 
depending on the company’s 
policy, it acts as a cushion 
against hospitalisation expenses.  
Moreover, pre-existing illnesses 
too are covered and the claim 
settlement is hassle-free, 
prompting many individuals to opt 
for it even if they have to fund the 

7

8

5

6

Amarpal Chadha
tax partner anD inDia MoBility 
leaDer, ey

You can claim a deduction 
for rent paid under Section 
80GG, even if you are self-
employed. The maximum 
amount of rent qualifying 
for deduction is `5,000  
per month

Akhil Chandna
Director, grant tHornton inDia

Invest in PPF just when the 
financial year commences 
as it follows the April-to-
March year cycle
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Sections Deductions Maximum 
Limit Description

80C Investment in  
several schemes

`1,50,000

Deduction of up to `1,50,000 is allowed under this section to an 
individual in respect of amount paid or deposited by him in certain 
schemes or insurance policies during the financial year

80CCC Contribution to 
pension funds

Deduction on purchase of a new policy or continuation of an existing 
policy that pays pension after maturity of the policy

80CCD 
(1B)

Investment in National 
Pension Scheme

`50,000
An additional deduction of `50,000 over and above this limit is 
allowed to an employee for amount deposited by him to his NPS 
account

80CCG
Investment in RGESS 
(Rajiv Gandhi Equity-
linked Saving Scheme)

`25,000
The amount of deduction is capped at 50% of the amount invested 
in equity shares/units subject to maximum deduction of `25,000.

80D Medical Insurance `60,000
All individuals can claim deduction under Section 80D in respect of 
the premium paid by them for medical insurance policy taken for self, 
spouse, dependent children and parents.

80DD Medical treatment of 
disabled dependents

`75,000 to 
1,25,000

Tax break on expenditure incurred by an individual to support 
disabled family members (spouse, children, parents or siblings) 
dependent on him for support and maintenance

80DDB Medical expenditure 
on critical diseases

`40,000 to 
60,000

This deduction is allowed to a taxpayer if he incurs expenses on his 
own medical treatment of specified critical diseases (i.e cancer, AIDS, 
Thalassemia, etc) or for dependent family members

80E Interest on loan for 
higher education

Actual amount 
paid

Deduction is allowed to a taxpayer only if he has taken the education 
loan from a bank, an approved charitable institution or an approved 
financial institution for his own education or higher education of 
spouse or children

80EE Interest on home loan `50,000
This deduction is allowed to an individual taxpayer who has taken 
a housing loan for purchase or construction of residential house 
property in FY 2016-17

80G Donation made  
to funds

50% to 100% of 
actual amount 

paid

Any taxpayer making donations to specified institutions, funds or for 
charity can claim the deduction, subject to certain limits set down by 
the government

80GG House rent
`60,000 (5,000 

per month)
Allowed to an individual taxpayer who is living in a rented house but 
does not receive any house rent allowance from employers

80GGA Donation for  
Scientific Research

Actual amount 
paid

Deduction from his gross total income in respect of donations made 
for scientific research or rural development subject to  
certain conditions

80GGC Donation to  
political parties

Actual amount 
paid

Allows an individual to claim deduction of any amount of 
contribution made by him to a political party (or an electoral trust)

80TTA Interest on deposits in 
savings account

`10,000
Deduction of up to `10,000 in respect of interest earned on deposits 
in a savings account

80U Deduction to  
disabled person

`75,000 to 
1,25,000

Available to a resident individual who is certified by the medical 
authority as disabled

Know Your Tax Deductions 

Source: Taxmann
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Archit Gupta
founDer anD ceo, cleartax

If your Section 80D limit 
is under-utilised, you can 
consider a preventive 
health check-up

premiums. Such employees can 
file for tax relief on their group 
policies instead. If you have bought 
a group health insurance policy 
for your spouse, children or your 
parents through your employer and 
the premium for such a policy is 
borne by you, then you can claim 
deduction for the same under 
Section 80D, if it has not been 
accounted for in your Form 16, 
informs Sankla. 

Section 24: Cut losses 
on let-out properties

For years, those who owned more 
than one house, funded through 
home loans, enjoyed a distinct 
advantage. They could claim as 
deduction the entire interest paid 
on home loans linked to their 
houses where they did not reside. 
This was in addition to the tax 
break of Rs 2 lakh on home loan 
interest for their self-occupied 
house. The interest on let-out 
properties would be treated as a 
loss. It could then be set off against 
income from other heads like 
salary or business income. The 
2017 Union Budget, however, put 
an end to this practice by capping 
such losses, or interest paid, at 
`2 lakh - the same as deduction 
on interest paid on self-occupied 
property. “Any further loss will 
need to be carried forward for 
the next eight years to be set off 
against future income from a 

house property,” says Chadha, 
explaining the implications of the 
changes under Section 24 read with 
Section 71. If you’re holding back 
prepayment only to maximise tax 
breaks on interest paid, you can 
reconsider your options. “Look 
at pre-payment to avoid higher 
interest cost if you have surplus 
cash and if you are unable to set off 
the carried forward house property 
losses against property income in 
future,” adds Chadha. 

Section 80G: Make 
the most of charity  

Any donation made to non-
governmental organisations (NGO) 
or government relief fund is eligible 
for a tax break under Section 
80G. The donation amount can be 

claimed as a deduction, which will 
either be 50 or 100 per cent of the 
actual money transferred. This will 
depend on the entity to which a 
donation is made. 

Most non-governmental 
charitable institutions fall in the 50 
per cent category. “It is important 
to choose the recipient of your 
donation carefully. Further, in order 
to claim the deduction, the assessee 
must ensure that he preserves the 
proper receipt issued by the trust 
as a confirmation of the donation 
made by him,” says Maheshwari. 
Most organisations do not factor in 
80G deductions in the investment 
declaration forms. As a result, tax-
payers have to claim this deduction 
at the time of filing tax returns. 

While you must retain the 
receipts, do not attach them to 
your ITR-V, or the verification 
form, if you plan to send it across 
to the I-T department’s centre in 
Bengaluru by post. 

For efficient tax planning, start 
the exercise in April every year. If 
you’ve put it off until the deadline 
hour, ensure that you don’t take 
decisions in haste. First, exhaust 
the available concessions before 
parking your money in tax-saving 
instruments. Lastly, try to identify 
products that suit your risk 
appetite and come with minimal 
lock-in period. 

himali@outlookindia.com

preeti.kulkarni@outlookindia.com

10

9

ReFix your financial priorities with a regular 
dose of personal finance
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Last-minute tax-saving decisions can leave you in a mess.  
Preeti Kulkarni and Himali Patel point out the traps to avoid

E
veryone wants to maximise tax benefits by making investments to 
claim the deductions of up to `1.5 lakh available under Section 80C. 
While the ideal approach is to chalk out a meticulous plan that ensures 
staggered investments through the year, not many follow this rule. 

These ‘forced’ 80C investments can instill saving habit, but many also end 
up making unsuitable investments in haste or ignore tax deductions they can 
claim without having to invest at all. Here are some common pitfalls, which can 
cause harm rather than add value to your finances:

1 Falling prey to acquain-
tances’ sales pitches

Despite getting an entire year to 
plan, tax-payers put off making 
tax-saving investments until March 
31, the deadline for completing this 
exercise. In fact, it is common to 
see many filling up forms on the last 
day. The delay often forces them 
to outsource the process to their 
agents who are likely to recommend 
products that offer higher commis-
sions rather than that those suited 
to your needs. Before investing in 
instruments that your relationship 
manager or acquaintance-cum-
distributor has recommended, ascer-
tain your requirements. “Pressure 
from peers, neighbours or relatives 
should be avoided. Investments 
should suit your financial goals, and 
not be made to receive immediate 
tax benefits,” says Amarpal Chadha, 
tax partner and India mobility leader 
with consulting major EY. Ensure 
that you make the tax planning exer-
cise an integral part of your financial 
planning to reap dividends. 

Amit 
Maheshwari  
partner 
Ashok MAheshwAry & 
AssociAtes LLP

Before buying (savings-
linked) life policies, compare 
the risks and returns of 
other 80C avenues. Regular 
policies entail recurring and 
timely premium payments

out if your Employees’ Provident 
Fund(EPF) contribution, which is 
automatically deducted from your 
salary every month, tuition fees paid 
towards children’s education, life 
insurance premium and housing 
loan principal repaid during the 
year can breach the limit, thus, 
eliminating the need to make  
fresh investments. Unplanned 
investments can do more harm 
than good—do not invest without 
analysing the need for the same, 
advice tax consultants. 

3
 Ignoring recurring life 
insurance premium 
commitment

With an army of aggressive, 
incentives-driven insurance agents 
around, life insurance—particularly 
endowment plans and unit-linked 
insurance policies (Ulips)—is the 
most popular route to avail of 
Section 80C benefits. However, the 
downside of regular life insurance 
policies is that the premium payouts 
have to be made at regular intervals. 
Endowment plans and Ulips, 
which carry huge premiums, can 
make regular payments difficult 
for those who have not planned 
finances beyond the current year. 
“Before investing in these policies, 
compare the risks and returns 
of other 80C avenues. Regular 
policies entail recurring and timely 
premium payments,” points out 

6

2 Blindly investing to 
exhaust the 80C limit

Many do not pause to think whether 
they need to invest `1.5 lakh to 
exhaust the Section 80C limit. Find 

Mistakes 
tax 
You Must Avoid
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Amit Maheshwari, partner, Ashok 
Maheshwary & Associates LLP. If 
you have to buy such life insurance 
policies, it will entail long-term 
commitment and failure to pay 
premiums every year carries the risk 
of lapsation. So, figure out whether 
you can service high premiums 
over the long term. If you are not 
sure, buy a pure protection term 
insurance policy. The premiums will 
be cheaper, though they may not 
serve the purpose of exhausting the 
investment limit. To make good the 
shortfall, you can look at investing in 
other 80C instruments. 

4
 Investing in  
tax-inefficient 80C 
instruments 

Section 80C offers a host of 
instruments that provide tax 
deductions. But, many of them come 
with a handicap, as they are not 
completely free of the tax impact. 
For instance, five-year tax-saver 
fixed deposits and National Savings 
Certificate (NSC) are eligible for 
deductions, but interest yielded by 
them is subject to tax. 

Products like equity-linked 
savings schemes (ELSS) and Public 
Provident Fund (PPF), on the 
other hand, are exempt from taxes 
at all three stages of investment, 
accumulation and maturity. So, if 
you can stomach market risks and 
want a shorter lock-in period, you 
could opt for ELSS, which carries a 
lock-in period of three years. Look 
at PPF if you’re conservative and a 
patient investor, as it comes with a 
15-year lock-in period.  Depending 
on your age, you could also consider 
the National Pension System 
(NPS), a scheme that is capable of 
generating returns higher than PPF 
or EPF, as you can allocate up to 
50-75 per cent of your contribution 
towards equities. Investment in NPS 
is eligible for deduction under the 
overall 80C umbrella, apart from 
the additional `50,000 benefit that is 
available under Section 80CCD (1B). 

Mistake Result Solution

Procrastination
Delaying making tax-saver 
investments until the  
last minute

Wrong, counterproductive 
choice of instruments 

Start early, make tax 
planning a part of your 
financial planning strategy 

Narrow vision
Not looking beyond Section 
80C deductions

Loss of opportunity  
to fully utilise all tax 
benefits available

Look at other Sections, 
like 80TTA, 80D and 80E 
that offer deductions on 
savings account interest, 
health insurance premium 
and education loans

Needless  
borrowing
Taking loans due to cash 
flow crunch at year-end  
to make tax-saver  
investments

Returns generated by the 
investments can never off-
set interest paid on loan/
credit card dues, resulting 
in a net loss instead of 
tax-savings 

Plan your tax investments 
well in advance and in a 
staggered manner to avoid 
fund crunch at the end of 
the financial year

Blind faith
Blindly trusting  
acquaintances doubling  
up as agents 

Agents’ product recom-
mendations could be 
driven by commissions and 
not tax-payers’ interests, 
trapping them in unsuit-
able investment products

Do your own research, 
verify agents’ claims on 
product features and 
returns on the Internet

Unnecessary  
investments
Not identifying tax deduc-
tions already in the bag 
before setting aside funds 
for investments under  
Section 80C

Locking away of funds into 
80C investments even 
when it is not required

Ascertain your EPF 
contribution, children’s 
tuition fees and life insur-
ance premiums that you 
are already paying before 
making 80C investments

Haste
Investing in an endowment 
plan or a Ulip in a hurry to 
meet the deadline

Investment-cum-insur-
ance plans entail huge 
premiums that have to be 
paid every year; failure to 
arrange for funds will lead 
to policy lapsation

Do not look at such plans 
as tax-saving instru-
ments; buy only if you are 
confident of servicing the 
premiums every year over 
the long term

Poor choice
Investing in five-year tax-
saver deposits or National 
Savings Certificates (NSC) 
without understanding the 
overall tax treatment

While they offer tax de-
duction, interest they fetch 
attract tax

Look at instruments that 
are tax-free at all three 
stages - investment,  
accumulation and  
maturity

The Seven Deadly Sins
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5 Ignoring tax breaks other 
than 80C

Individuals mostly focus on Section 
80C for reducing their tax outgo, 
but ignore other sections. Therefore, 
they miss out on lesser-known 
provisions. For example, Section 
10TTA can fetch up to `10,000 
deduction on interest earned on 
savings account maintained with 
banks, co-operative societies or 
post offices. Then, there is Section 
80DDB, under which one can claim 
deduction of `40,000-80,000 on 
expenses incurred for the treatment 
of critical ailments like cancer, AIDS 
and chronic renal failure. The patient 
could be taxpayers themselves 
or dependent family members, 
including siblings. 

Suresh Surana 
founder 
rsM Astute consuLting

Not submitting investment 
proof on time may lead to 
excess tax being deducted 
by employers, resulting in 
the need to seek refund

6  Borrowing to invest in 
tax-saver avenues

The desire to cut tax liability can 
tempt those facing month-end cash 
crunch to take personal loans and 
use credit cards to complete the 
process. This could wreak havoc 
on your finances as the interest 
payable on such unsecured credit 
ranges between 15-49 per cent. In 
such cases, you can let go of the tax 
benefits instead of walking into a 
debt trap. 

Finally, don’t take deadlines set by 
your employer to submit investment 
declarations casually. “This may 
result in excess tax being deducted 
by employers, resulting in the need 
to seek refund,” says Surana. 

preeti.kulkarni@outlookindia.com 

Sound health coverage and increase in life expectancy are 
clearly correlated, says Tapan Singhel

“Tax saving is coincidental to health insurance.”

   Is it wise to buy health insurance 
merely to maximise tax benefits? 
It is wise to buy health insurance because 
it enhances your life expectancy. There is 
a clear correlation of a good health cover 
and increase in expectancy of life. If you 
don’t have a good health cover, there will 
either be delay in treatment or the quality of 
treatment will be compromised. Tax saving 
is coincidental to health insurance and if you 
maximise it with a good health cover, it is 
good for the individual. 

   What factors should be borne in 
mind while identifying an ideal cover?
Adequate health insurance has two major 
components to it. One, we should always 
remember that there’s a year-on-year 
medical inflation of 15 per cent. If you are 
not increasing your sum insured according 

to the rising inflation, after some years you 
could be inadequately insured, even if you 
are adequately insured today. Second factor 
is that a person should have a holistic health 
cover with a base cover, super-top up plan, 
critical illness cover and also a cover which 
offers daily reimbursement.

   What are the pitfalls policyholders 
should steer clear of?
People often opt for the cheapest cover 
ignoring the coverage restrictions such 
products pose. This could lead to a situation 
where the cover is not sufficient to pay 
hospital bills or the treatment or the disease 
is not covered under the policy. Also, the 
salaried class relies heavily on company-
provided group medical covers, which may 
not be adequate and do not guarantee a 
life-time continuity of coverage. 

Tapan Singhel,  
MD and CEO, Bajaj 

Allianz General 
Insurance
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Filing income tax returns 
has become a lot easier 
with a host of websites and 
apps making the dreary 

task of filling out forms a breeze. 
But some people still find it difficult 
to navigate these sites. Don’t be 
intimidated with the online process, 
as chartered accountants (CA)  
or E-CAs, as they’re known, can  
now virtually guide you to make 
e-filing easy. 

Many tax filing websites not 
only allow self-filing, they also have 
dedicated teams of CAs to provide 
end-to-end solutions, right from 

preparing returns to maximising 
deductions to getting e-verification 
from the I-T department for 
accessing refunds. A team of experts 
is available to clear doubts and guide 
customers at all times.

Self-help
All one needs to do is log onto 
incometaxindiaefiling.gov.in, the 
income tax department’s official 
website; it is free of charge. One 
can also use one of the many tax 
filing portals available for self filing. 
In such portals, salaried persons 
need to sign up and upload their 

Forms 16. They have to select 
assessment year and let the platform 
automatically prepare their form. 
The software will fill income 
source as salary and other income 
information, such as rent, interest 
receipts and details of deductions 
like 80C investments, will have to 
be filled by the filer. One can review 
the return form before submitting 
to the website and the tax payer will 
receive an acknowledgment number. 
Non-salaried or a business person 
who does not have a Form 16, will 
need to enter details like total sales 
and other expenses. 

Now, you can choose 
from a gamut of 
tax filing apps and 
websites to file your 
returns quickly and 
with expert assistance, 
says Anagh Pal

Why file returns through  
an online tax filing portal?

Fast, easy and 
convenient 

Expert assistance pro-
vided where required

Different plans to choose 
from based on your needs

Your data remains  
secure and confidential 

Easy to use and  
intuitive interface

Constant support through 
mails, calls and chat 

Inbuilt calculators  
and blogs 

I-T Returns
 With Your 
Go
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CA-assisted tax filing
If you are not computer savvy, most 
of these portals offer expert assisted 
tax filing service for a price. “Clients 
can upload their tax documents or 
send them to our support email. 
Our team will help to complete 
the filing based on the customer’s 
requirements, who can constantly 
chat with our CAs using the account 
dashboard,” says Suneel Dasari, 
CEO, EZtax.in. 

Once you register for any of these 
services, an expert is assigned to 
communicate over phone, email and 
chat. “Some of the high-end assisted 
packages provide full-year dedicated 
CAs,” says Sudhir Kaushik, co-
founder and CFO, TaxSpanner.com. 

Vertika Kedia, co-founder, 
Tax2win.in, says that the platform’s 
eCA service is personalised and 
meticulous. “The CA reviews 
your documents and calls you to 
understand your income, investment 
and deductions to help you get 
maximum refunds. The documents 
are checked for accuracy and 
completeness,” she says. Everything 
is done to maximise deductions 
and earn TDS benefits. A detailed 
summary of income tax return is 
sent to the customer for approval 
before filing.

Expert advice
The portals offer expert advice on 
how to minimise your tax outgo 
and make the most of available 
deductions. “We do in-depth 
analysis of each client’s case after 
holding a discussion with the 
client to understand where we 
can save tax,” says Kedia. These 
websites provide comprehensive tax 
consultation services and in-built tax 
optimisers. Cleartax.in, for example, 
offers a dedicated ‘Ask an Expert’ 
plan where an expert will answer 
queries, assess cases and provide 
guidance on the proper course of 
action. EZtax offers a tax optimiser 
plan with a dedicated full-year 
access to chartered accountants.

content. You can also file your 
return on-the-go without losing any 
of the versatility that is available 
on a full-fledged website,” says 
Vikas Dahiya, founder and CEO, 
All India ITR. These portals also 
ensure that your data is safe from 
security breaches. “Our site provides 
uncompromising security including 
256-bit encryption, privacy filing 
concept and end-point encryption,” 
says Dasari. 

Which one for you?
 One should decide on using a tax 
filing website/app depending on the 
complexity of the returns. “Someone 
with only a salary income with 
capital gains can use a web-portal 
for filing. In case there is income 
from property or business that 
involves knowledge of treatment 
of income/loss setting off from 
previous years, it’s better to use 
the CA-assisted option, or let a CA 
do the entire process,” says Nehal 
Merchant, partner, Venn Wealth, a 
financial advisory firm. 

These portals offer assistance for 
your doubts through chat, emails 
and toll-free numbers. “Our team 
is well equipped to handle queries. 
During the tax filing season, we scale 
up our support capabilities.” says 
Gupta. “When tax filing peaks, we 
update helpful tips every hour and 
provide free live chat facility,”  
says Kedia.

anagh@outlookindia.com

I-T filing 
 portal 

Self e-fil-
ing charge 
(`)

CA-assisted  
packages 
(`)*

Foreign  
income  
solutions (`)

Cleartax.in Free 799-2,199 3,599

Tax2win.in Free 399- 1,749 2,499

Allindiaitr.com 199 499-1,499 1,999 

Taxspanner.com 249 499-2,999 2,999

*Plans range from basic plan to those with mutiple Form 16s, income from property and capital gains 

E-Filing Options

While most of these portals do 
not offer investing in tax saving 
instruments through their website, 
ClearTax has extended this service 
too. “On ClearTax Save, you can 
invest in tax-saving mutual funds 
with zero investment fees. It is a 
paperless process and takes the 
investor only seven minutes to 
pick a fund and invest. Our experts 
ensure that we offer handpicked, 
best performing funds,” says Archit 
Gupta, founder and CEO, ClearTax.   

Go online
Traditionally, CAs came to the 
rescue of taxpayers. Now e-filing 
is catching up. “With increasing 
penetration of the Internet and 
convenience reasons, tax filing 
portals are gaining popularity,” 
says chartered accountant Nikhil 
Jain of Nikhil L Jain & Co.  These 
portals offer convenient services 
at every step—preparation, filing, 
assessment, scrutiny, liaison, 
rectification, and refund. Also, the 
user interface of these websites and 
apps makes the filing process easy. 
“ClearTax is intuitively designed for 
first-time taxpayers to file returns 
without any external help. Also, 
when you file return the next year, 
your personal details like permanent 
address and contact number get 
auto-filled,” says Gupta. 

Many of these portals also have 
apps. “The app is quicker, easier to 
navigate, with lesser but specific 
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Urban India’s Gift to Bharat
Special

T
he Union Budget for 2018-19 was a much 
anticipated event because the salaried 
class was expecting the government 
to give away tax sops. But instead of 

putting more money in the hands of urban 
Indians, Budget 2019 is all set to pinch their 
pockets in ways more than one. Be prepared to 
shell out more for not just diamonds but even 
food, consumer goods, mobile phones, personal 
care products and perfumes. Not surprising then 
that urban India has not taken kindly to these 
measures. Hours after the Budget speech was 
over, a WhatsApp message started doing rounds 
on the standard deduction of `40,000 replacing 
existing reimbursements, a measure that would 
put an extra `150 in the hands of a salaried 
person with an income of `10 lakh (See Table 
on Page 40). The message to middle income 
households is that there is another India the 
government needs to take care of, which is not 
an unfair ask. While there is no doubt that social 
equity should be the focus of any government, 
the current Budget has several measures which 
will result in higher cost of living for most Indians.   
Outlook Money’s Budget package will tell you 
how the Budget will impact your finances  
and investments.       

Given that this is a pre-election year, the 
government has had to do a fine balancing act 
between rural and urban India’s expectations 
So for starters, there is no change in personal 
income tax slabs. But if you are in the highest  
income bracket, then you have to pay a higher 
education and health cess.

Budget 2019 will also inflate household 
budgets, thanks to the expected increase in prices 
of food products. With minimum support prices of 
the Kharif crop pegged at 1.5 times of production 
cost, there is a likelihood that prices of food 
products will also increase, resulting in a spike in 
consumer price index (CPI). Experts anticipate 
agricultural products to become expensive by 
47 per cent. Cereals, pulses and edible oils make 
up 15.6 per cent of the CPI basket and if prices of 
these products go up by nearly 50 per cent in the 
next fiscal, it will also impact the homemaker’s 
budget. Higher customs duty on perfumes, silk 
fabrics, tyres, footwear, sports goods, mobile 
phones and television parts will also lead to 
higher prices.

But the worst blow has come in the form of 
long-term capital gains tax, which has made 
a comeback after 13 years. Gains from equity 
investments over `1,00,000 will now be taxed 
at 10 per cent. And mutual fund investments 
will also come with a 10 per cent distribution tax 
(Refer to Page 45 for details).

On the upside, the government has taken 
measures to ease the pain of senior citizens. For 
senior citizens, exemption of interest income on 
bank deposits has been raised to `50,000, which 
has come as a big relief as interest rates have 
been steadily declining. 

While there is no doubt that Budget 2019 
is inflationary for most part, perhaps the 
government’s hope is that the sacrifice is not too 
much to ask when one sees the benefit it seeks to 
pass on to the lesser privileged households. 
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Impact on SectorS
Measures announced in Budget 2018-19 have brightened the prospects  

of several sectors and stocks, while adversely affecting a few 

Healthcare

Measure: Annual health cover of 
`5 lakh per family under National 
Health Protection Scheme covering 
10 crore poor and vulnerable 
families. The government will spend 
`1,200 crore to set up 1.5 lakh 
healthcare centres.   

Impact: Both measures will help 
improve healthcare infrastructure. 
Availability of drugs will improve. 

Stocks: Apollo Hospitals, Max 
India, Fortis Healthcare and 
Narayana Health (Hrudayalaya) to 
benefit if they tweak their models.

Measure: Increase in Internal 
and Extra Budgetary Resources 
support of `4,086 crore (up 52 per 
cent year-on-year) to ministry of 
aviation. The regional connectivity 
scheme (UDAN) will connect 
56 unserved airports and 31 
unserved helipads. Airport capacity 
expansion by five times to handle 
one billion trips per annum in the 
next few years.  

Impact: Passenger traffic set to 
increase for all carriers, which will 
boost revenues and profits. 

Stocks: Interglobe and Spicejet 
currently operate UDAN flights 
and stand to gain from this move.

Measure: Minimum support price 
(MSP) of crops to be 1.5 times 
of production cost. Allocation of 
funds to food processing industry 
doubled. Upgrading rural haats to 
Gramin Agri Markets in order to 
facilitate direct sales from farmers.

Impact: Farmers to realise better 
returns for their produce, thereby 
putting more money in their hands 
for consumption. 

Stocks: M&M, Escorts, Godrej 
Agrovet, UPL and Insecticides India 
could benefit from these measures. 

Measure: Government to establish 
a dedicated affordable housing 
fund under the National Housing 
Bank. Under Prime Minister Awas 
Scheme, over one crore houses to 
be constructed in rural India and 37 
lakh units in urban areas over FY17-
19. Gold Monetisation Scheme will 
be revamped to enable hassle-free 
gold deposit accounts.  

Impact: Demand for home loans to 
improve as more people will be able 
to buy their own houses.

Stocks: HDFC, GIC Housing, 
LIC Housing, HUDCO, Muthoot 
Finance and Manappuram Finance 
to benefit from these measures.

Measure: Customs duty on truck 
and bus radial tyres raised from 10 
per cent to 15 per cent to protect 
domestic industry from cheaper 
imports, which constitute 38 per 
cent of total tyre imports. 

Impact: The move will curb 
demand for imported tyres. 
In turn, demand for local tyre 
companies will substantially 
increase and will boost their 
earnings too. 

Stocks: JK Tyre, Apollo Tyre, 
MRF to benefit from this measure. 

Measure: The Budget proposals 
will result in an increase in prices 
of groundnut oilseeds, safflower 
seed oil and palm oil. Hike in 
customs duty on perfumes and 
toiletries preparation.   

Impact: Higher import duties on 
perfumes and toiletries and rise 
in cost of palm oil and safflower 
oil will lead to an increase in input 
costs for FMCG and edible oil 
manufacturers.

Stocks: Hindustan Unilever, 
Godrej Consumer, Marico, 
AgroTech to be affected negatively 
as input prices will go up, affecting 
operating margins. 

Agriculture

Consumer 
Durables  
& FMCG

Automobile & 
Auto Ancillary

Aviation Banking  
& NBFCs
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Budget Focuses On Farmers And Poor

Amidst high expectations from various 
sections of society, the Finance Minister 
presented his last full-fledged Budget 
before the next Lok Sabha elections. Be it 

the common man or the high net worth individuals, 
senior citizens or the women, everyone was hoping for 
something. But the government paid attention to the 
farmers and the poor. There are several proposals for the 
farmers and the poor in this budget, which are expected 
to look after this section of the society 
well. Although the salaried class seems 
to be left with raised eyebrows, as 
nothing went into their pocket, the 
government believes they indeed did 
something for the salaried class in 
the past during its current term and 
farmers and the poor are the priority at 
this moment. Senior citizen category of 
tax payers is likely to cheer as there are 
several proposals benefitting them, which they have been 
expecting for a long time. In this article, we try to explain 
the impact of key proposals on individual tax payers.

Salaried class
No change in personal tax rates: There is no change 
in tax slabs and tax rates. There were expectations to 

increase the basic exemption limit, particularly after the 
Economic Survey indicated an addition of 1.89 million 
new tax filers post demonetisation and an addition of 3.4 
million new tax payers since the introduction of Goods 
and Services Tax (GST).

The FM has proposed to replace the existing three 
per cent education cess by a new four per cent ‘Health 
and Education Cess’. The move will help to collect a 
little more and at the same time, categorising it under 

Health and Education Cess will help 
to provide funds for the welfare 
measures as announced in this Budget 
for health and education. It may be 
noted that cess collected under a 
particular category can only be spent 
for the purpose for which it  
was collected.

Reintroduction of standard 
deduction: Reintroduction of standard deduction 
of `40,000 was expected to bring smiles on the faces 
of salaried taxpayers, but they soon realised that the 
tax benefit will be greatly nullified due to withdrawal 
of tax benefit in relation to transport allowance of 
`1,600 per month and medical reimbursement of 
`15,000 per annum. Perhaps the move to introduce 

The Union Budget 2018-19 has a slew of announcements for the agriculture 
and rural sectors, but expectations of salaried individuals have not been met

Move to introduce 
standard deduction is 

to extend the benefit to 
2.5 crore pensioners as 
it will put more money 

in their pockets

 FY 2017-18 
(AY 2018-19) 

 FY 2018-19 
(AY 2019-20) 

 FY 2017-18 
(AY 2018-19) 

 FY 2018-19 
(AY 2019-20)  Impact 

 Gross Salary 
 Transport & 

Med Allowance
 Standard 
Deduction 

 Tax  Liability  Tax  Liability 
 Saving/

(Loss) 

5,00,000  34,200  40,000  11,114  10,920  194 

 10,00,000  34,200  40,000  1,08,830  1,08,680  150 

 25,00,000  34,200  40,000  5,68,807  5,72,520  (3,713)

 75,00,000  34,200  40,000  23,25,188  23,45,772  (20,584)

1,20,00,000  34,200  40,000  40,29,953  40,66,998  (37,045)

Tax Calculation For A Salaried  Employee Under 60 years Of Age

 Source: Kuldip Kumar Table A *All figures in `
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stock exchanges in India and subject to STT (Securities 
Transaction Tax) on both sale and purchase. Such gains 
exceeding `1 lakh are proposed to be taxed at 10 per 
cent (without indexation), which are presently exempt 
from tax. However, the appreciation accrued until 
January 2018 has been protected due to grandfathering 
provisions. Small investors with LTCG not exceeding 
`1 lakh would also remain unaffected. Calculation of 
taxation of LTCG is illustrated in Table B.

 
 Dividend Distribution tax on equity oriented 
mutual funds: If you are an investor in any equity 
oriented mutual funds, your future returns from such 
funds may be tempered as the FM has proposed to 

charge dividend distribution 
tax (DDT) at 10 per cent on 
equity oriented mutual funds. 
Presently, no DDT is levied on 
these schemes.

Senior citizens
If anyone has to be happy with 
this Budget, it is the senior 
citizen tax payers. There were 
long standing demands to 
protect their earnings in the 
declining interest regime, as 
senior citizens park their funds 
largely in fixed return saving 
schemes. They are also required 
to spend money on routine 
medical check-ups and they 
needed a tax deduction for such 
medical expenditure. To some 
extent these expectations have 
been met in this Budget.

 FY 2017-18 
(AY 2018-19) 

 FY 2018-19 
(AY 2019-20) 

 FY 2017-18 
(AY 2018-19) 

 FY 2018-19 
(AY 2019-20)  Impact 

 Gross Income 
 80D and 

80TTA 
 80D and 

80TTB 
 Tax  Liability  Tax  Liability 

 Saving/
(Loss) 

 5,00,000  40,000  1,00,000  8,240  5,200  3,040 

10,00,000  40,000  1,00,000  1,05,060  93,600  11,460 

25,00,000  40,000  1,00,000  5,64,440  5,51,200  13,240 

55,00,000  40,000  1,00,000  16,40,584  16,35,920  4,664 

Table C  Note : In case the senior citizen is also the pensioner, tax saving will increase in such cases due to introduction of standard deduction. The 
exact benefit would depend on the tax slab in which the concerned senior citizen will fall. *All figures in `  Source: Kuldip Kumar

Tax Calculation For A Senior Citizen Earning Interest Income

standard deduction is to extend the benefit to the 
2.5 crore pensioners (senior citizen category)—the 
government wanted to put more money in their 
pockets. Nevertheless, this proposal will free the 
taxpayers and the employers from the administrative 
burden of collecting and retaining the bills for medical 
reimbursements. Table A shows how the above proposal 
impacts the various taxpayers falling under the different 
income groups.

One may note that those falling in the lower income 
groups will have negligible impact. But those in higher 
income groups will be required to shell out more.

LTCG from sale of equity shares: This is the only 
asset class that has been doing 
well this year and how could it 
have escaped the attention of 
the government from collecting 
some piece of tax out of it? In 
fact, this fear was not unfounded 
by the tax payers as the Prime 
Minister had hinted at this tax 
long time back in one of his 
speeches. Yet, people were not 
expecting this to happen as the 
government has already formed a 
task force to review re-writing of 
the decades-old Income Tax Act, 
1961. Such structural changes 
were perhaps expected later 
when re-writing would happen.

The FM has proposed to tax 
the long-term capital gains 
(LTCG) on sale of equity shares 
and equity-oriented mutual 
funds listed on recognised 

Deduction for health insurance/
medical expenditure increased 
from `30,000 to `50,000

Deduction of `50,000 
introduced in relation to 
interest on fixed or term deposit

Deduction in relation to 
specified disease u/s 80DDB 
raised to `1,00,000 

Investment cap for Pradhan 
Mantri Vaya Vandana Yojana 
raised to `15 lakh

Sops For Seniors
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Investment in Pradhan Mantri Vaya Vandana 
Yojana: Investment cap in Pradhan Mantri Vaya 
Vandana Yojana (PMVVY) has been raised from `7.5 
lakh to `15 lakh. This scheme offers assured 8 per cent 
return on the investments. Hence, 
this move will provide an opportunity 
to the senior citizens to earn assured 
higher interest by investing more.

Health insurance and medical 
expenditure (Section 80D): The 
monetary limit for deduction covering 

payments towards premium on health insurance policy 
or preventive health check-up or medical expenditure 
with respect to senior citizens is proposed to be 
increased from `30,000 to `50,000. Further, expenditure 
on medical treatment will only be covered where the 
concerned senior citizen is not covered under a medical 
insurance (insurance cover condition). Presently, only 
those who are aged 80 and above are eligible to avail 
deduction for medical expenditure, if they are not 
covered under medical insurance. This is a good move 
and will help those senior citizens who do not have 
medical insurance cover. Others would need to evaluate 
whether to take the medical insurance cover to buy 
protection for major medical expenditure or avail the 
deduction for the medical expenditure.

It would have been good to do away with the insurance 
cover condition as, presently, medical insurance is 
really needed for protection against future medical 
expenditure. What they needed was an additional 
deduction for the day-to-day medical expenditures, such 
as medical tests, physiotherapy and so on.  

Deduction for medical treatment: At present, 
deduction is available to senior citizens for the medical 
treatment of specified diseases (neurological diseases, 
hematological disorders etc) to the extent of `60,000 
(`80,000 for very senior citizens), subject to certain 
conditions. The Finance Minister has proposed to 
enhance the limit to `1 lakh for both senior as well as 
very senior citizens tax payers.

Deduction for interest from deposits: This year, 
the Budget has introduced a deduction of `50,000 on 
interest earned by senior citizens from fixed deposits, 
recurring deposit and saving bank accounts. Presently, 
deduction is available upto `10,000 to all tax payers 
including senior citizens in respect to the interest they 
earn from saving bank accounts.

The new proposals in the Budget are likely to result in 
more savings in taxes for the senior citizens falling under 
different income group (Table C).

 
Simplification and procedural changes: 
E-assessment was tested initially in metro cities on a 
pilot basis and, thereafter, it was extended to 102 cities. 

This year, the Budget has proposed 
the implementation of e-assessment 
across the country. It has been 
proposed to notify a new scheme 
for this project. This will greatly 
facilitate the ease of interaction with 
the tax authorities where sometimes 
tax payers fear to visit the tax office 

The Budget also 
proposes to implement  

e-assessment across 
the country from the 

fiscal year 2019

Sale  of Equity Shares on recognised stock exchange 
(STT paid at the time of sale and purchase)

Date of purchase 01-Oct-17

No of Shares  10,000 

Cost per share `150

FMV  
(Highest quoted price on Jan 31,2018)

`200

Date of Sale 01-Dec-18

Sale price `250

Calculation of Capital Gain

Sale Consideration  `25,00,000 

Less:  Cost (Higher of A or B)  `20,00,000 

Long term capital gain  `5,00,000 

Taxable long term capital gain 
(exceeding `100,000)

 `4,00,000 

Tax on long term capital gain @10%  `40,000 

Add: Health and Education cess @4%  `1,600 

Total Tax (FY 2018-19)
(In FY 2017-18 Tax = NIL)

 ``41,600 

Notes

Cost of Acquisition (A) `15,00,000 

Lower of two:- (B)  `20,00,000 

-Value as on Jan 31,2018  `20,00,000 

-Sale consideration  `25,00,000

Impact Of LTCG On Equity

 Source: Kuldip Kumar Table B

42  Outlook Money  February 2018  www.outlookmoney.com



Sum Insured Option from Rs 1 Lakh to Rs 10 Lakh

Individual and Family Floater Plans

Tax Benefit U/S 80D of Income Tax

AYUSH Treatment Covered

13 Relationships Covered 

Toll Free No. 1800 200 5142  |  Log on to www.universalsompo.comA joint venture of Allahabad Bank é Indian Overseas Bank é Karnataka Bank Ltd.é Dabur Investment CorpéSompo Japan Nipponkoa.
ENG/CHI/MAG/190/2018|  IRDAI Regd. No. 134  |  Regd. Office : Unit No. 401, 4th Floor, Sangam Complex, 127, Andheri Kurla Road, Andheri (E), Mumbai – 400059, Maharashtra.  |  Fax# 022-29211844  |  CIN# U66010MH2007PLC166770.  |  UIN No. IRDA/NL-HLT/USGI/P-H/V.I/221/13-14  | Email: contactus@universalsompo.com.  |  Insurance is the subject matter of solicitation.  |  For more 
details on risk factors, terms and conditions please read sales brochure carefully before concluding a sale. IRDAI or its officials do not involve in activities like sale of any kind of insurance or financial products nor invest premiums. IRDAI does not announce any bonus; Those receiving such phone calls are requested to lodge a police complaint along with details of phone call and number.

Secure your family's health with 

“Complete Health Insurance”

Avail Tax benefit 

under section 

80D

other sources (Section 56) arising out of transactions in 
immovable property, higher of the sale consideration or 
stamp duty value is adopted. This results in taxation of 
difference as income in the hands of both, namely buyer 
and the seller. The finance minister has proposed that no 
adjustments shall be made in case the variation between 
stamp duty value and the sale consideration is not 
exceeding five per cent. This will really provide an ease in 
case of genuine transactions and unnecessary litigation 
for a small difference.   

To sum up, while senior citizens have been looked 
after well, the salaried class may perhaps not be happy 

with this Budget. It looks like the 
expansion of tax base for income 
tax and the GST might not have 
given enough confidence to pass on 
some tax relief to the salaried class.  
Although the finance minister indeed 
recognised that 1.89 crore salaried 
tax payers paid taxes of `76,306 on an 
average, the individual businessmen, 
who almost equal the salaried 
individuals in numbers, paid taxes 
of `25,753 on an average. The tax 

authorities will continue to focus more on compliance to 
improve tax collections.

One strong message the government has given through 
this Budget is that they are sensitive to the farmers and 
the poor section of society, which is perhaps needed as 
well. Future will tell how this government will walk the 
talk. Every big journey begins with a small step. If the 
government succeeds in implementing the proposals 
as envisaged for the farmers and the poor, it would be a 
great step in building a new and better India! 

physically. Further, tax authorities will no longer be 
able to make any adjustment in returned income on the 
basis of income appearing in tax credit statement (form 
26AS) or tax withholding certificates (form 16/16A) at 
the time of summary assessment. This will apply for the 
financial year 2017-18 onwards and will avoid filing of 
unnecessary rectification applications by the tax payers.

 
Tax-free withdrawal from National Pension 
Scheme: The Budget has proposed to extend the 
exemption of 40 per cent of the total amount payable to 
non-employees subscriber on closure of NPS account or 
opting out of the same. Earlier, this 
exemption was available to employee 
subscribers only. This is a welcome 
move. However, the Budget has not 
extended the similar exemption 
to the non-employee subscribers 
on their partial withdrawal, which 
is presently available to employee 
subscribers only. This is something 
which may require a relook.  

Restricting exemption under 
Section 54EC to sale of land or building or both: 
The provisions of Section 54EC provides exemption 
from LTCG on sale of any asset, if the specified bonds 
are purchased within six months from the date of sale 
of asset. There is also a cap of `50 lakh per annum. It is 
proposed to restrict the said exemption only to LTCG 
from land or building or both. Further, the holding 
period for the specified bonds is also proposed to be 
raised from three years to five.

Taxation of capital gains from immovable 
property: Presently, while taxing the capital gains 
(Section 50C), business profits (Section 43CA) and 

It may be noted that 
cess collected under a 

particular category can 
only be spent for the 
purpose for which it 

was collected

The author is Partner and Leader, Personal Tax, PwC  India 
 (The views expressed are personal)
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The Finance Minister 
presented his last full Union 
Budget for the fiscal year 

2018-19 on February 1. As general 
elections will be held next year 
in 2019, the Union Budget to be 
presented in the month of February 
2019 shall be an interim Budget and 
the full Budget for the year 2019 
shall be presented by the newly-
elected government.

All investors were eagerly 
expecting big announcements 
in this budget. However, finance 
minister Arun Jaitley has disappointed both retail and 
institutional investors. The biggest jolt given by the 
Budget is the withdrawal of exemption for long-term 
capital gains from listed equity shares under Section 
10(38) and introduction of tax on such gains at a flat rate 
of 10 per cent without giving the benefit of indexation.

In capital gains, three provisions are worth talking 
about. Two of them are not in investors’ favour and one 
provides mild relief to owners of immovable properties.

No more exemption for capital gains
Currently, long-term capital gains arising from transfer 
of listed equity shares, units of equity-oriented mutual 
funds or units of business trusts are exempt from tax 
under Section 10(38) of the Income Tax Act. In order to 
minimise the economic disruptions and curb erosion of 
tax base, the finance minister proposes to withdraw this 
exemption and introduce a new Section 112A in the Act.

As per the proposed Section 112A, long-term capital 
gains arising from transfer of an equity share, a unit of 
an equity-oriented scheme or a unit of a business trust 
shall be taxed at 10 per cent of such capital gains. Such 
capital gains tax shall be levied in excess of `1 lakh. This 
concessional rate of 10 per cent will be applicable if 
securities transaction tax (STT) has been paid on both 
acquisition and transfer of such capital assets in case of 
equity shares, and paid at the time of transfer in case of 
unit of equity-oriented fund or a unit of a business trust.

Though the tax rate has been 
kept at 10 per cent, it shall be 
charged on the capital gains as 
computed without giving the 
benefit of indexation to the investor. 
Indexation is a process meant to 
increase the cost of acquisition, 
which nullifies the impact of 
inflation. The indexation process 
takes into account inflation from the 
time the tax-payer buys the asset 
to the time he sells it. Indexation 
increases the cost of acquisition of 
the asset. The indexation benefit 

is generally allowed in case of transfer of a long-term 
capital asset. However, such benefit shall not be allowed 
in case of transfer of listed equity shares.

This new provision to tax long-term capital gains 
arising from transfer of listed equity shares shall be 
applicable for all those share trades that are done on or 
after April 1, 2018. However, an interim relief has been 
provided to the investors wherein an option is given to 
the investor to assume a different purchase price of the 
shares held by them.

In case of listed equity shares acquired by an investor 
before February 1, 2018, he can assume that the purchase 
price of such equity shares shall be higher of following:
a)  The actual purchase price of such equity shares; or
b)  Fair market value of such equity shares or the actual 
sales consideration, whichever is lower.

The fair market value of listed equity shares shall 
mean its highest price quoted on the stock exchange on 
January 31, 2018. In case of units which are not listed on 
recognised stock exchanges, the net asset value of such 
units as on January 31, 2018 shall be deemed to be its 
fair market value.

This capital gain has been kept out of the purview of 
Chapter VIA deductions and relief under Section 87A. 
It means a taxpayer cannot claim any deduction under 
Sections 80C to 80U or relief under Section 87A from 
the gross total income to the extent of such capital gains. 
If an investor has only made long-term capital gains of 

Union BUdget Hits eqUity
investors Hard
Finance Minister Arun Jaitley left investors dejected with his tax 
proposals, explains Rakesh Bhargava
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`2,00,000 from the sale of listed equity shares, he shall be 
liable to pay tax of `10,400 (`10,000 tax on capital gains 
plus `400 as health and education cess).

Variation from stamp value now accepted
Currently, under Income Tax Act provisions, there is 
a concept of inflating the sale consideration for the 
purpose of calculating capital gains tax by taking stamp 
value into consideration. If the sales consideration 
received by an investor from the transfer of an 
immovable property is lower than the stamp value 
fixed by the stamp authorities, then the stamp value 
is deemed as the actual sales consideration. Due to 
this reason, the amount of capital gains seems higher 
even if the seller has not gained anything and the tax 
becomes due because of such higher stamp valuation. 
Further, the difference in the stamp value and the actual 
consideration disclosed by the parties is also taxed in the 
hands of the buyer.

The actual sales consideration even for similar 
properties in the same area may vary because of a variety 
of factors, including shape of the plot or the location. 
Therefore, this deeming provision of considering stamp 
duty valuation as the actual sales consideration creates 
undue hardship. In order to minimise hardship in the 

case of genuine transactions in the real estate sector, the 
Budget has proposed that no adjustments will be made 
if the variation between stamp duty value and the sales 
consideration is not more than five per cent of the sales 
consideration. These amendments will be applicable for 
all transactions that occur on or after April 1, 2018.

Exemption for immovable properties
Currently, an investor can claim an exemption of up to 
`50 lakh if any long-term capital gain arises from the sale 
of any long-term asset and this profit is invested in the 
specified bonds of NHAI and RECL within a period of 
six months from the date of such transfer. Such bonds 
come with a lock-in period of three years.

The Finance Bill has significantly curtailed the scope 
of this exemption. As per the proposed amendment, 
this exemption under Section 54EC shall be allowed 
only if long-term capital gains arising from transfer of 
immovable properties (land or building, or both)  
are invested in the specified bonds. Other long-term 
assets will no longer be eligible for this concession. 
Additionally, the lock-in period of such bonds has also 
been increased to five years.     

The author is a Director at Taxmann 

Particulars Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5

Sales Consideration (A) `10,00,000 `10,00,000 `10,00,000 `10,00,000 `10,00,000

Date of Sale 31/03/18 01/04/18 01/04/18 01/04/18 01/04/19

Actual Cost of  
Acquisition (B) `8,00,000 `8,00,000 `8,00,000 `8,00,000 `8,00,000

Date of Purchase 01/01/17 01/01/17 01/01/17 01/01/17 01/03/18

Quoted Price on 
Stock Exchange as on 
31/01/2018 (C)

`8,50,000 `7,50,000 `9,00,000 `11,00,000 `11,00,000

Deemed Cost of 
Acquisition (D)* `8,00,000 `8,00,000 `9,00,000 `10,00,000 `8,00,000

Long-term Capital  
Gains (E = A-D) `2,00,000 `2,00,000 `1,00,000               -   `2,00,000

Exemption for Capital 
Gains (F = E - 1,00,000)# `2,00,000 `1,00,000 `1,00,000               -   `1,00,000

Tax on Capital Gains  
(F * 10%)               -   `10,000               -                 -   `10,000

*D shall be higher of following:  a) Actual cost of acquisition   b) Lower of sales consideration and quoted price on stock exchange as on 31/01/2018. 
#If equity shares are sold on or before 31/03/18, this new tax provision will not apply 

Impact of LTCG Tax Decoded
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Budget 2018 has rightly focused on 
pragmatic growth. Stock valuations have 
already discounted the coming revival in 
earnings. Debt yields are expected to remain 
firm. An SIP in credit opportunities funds 
is appropriate. With the valuations being 
where they are, investing in hybrid funds 
such as balanced advantage funds should be 
your preferred investment choice. 

Nimesh shah
MD and CEO, ICICI 
Prudential AMC

If the flagship National Health Protection 
Scheme to cover 10 crore vulnerable families 
with up to `5 lakh per family per year for 
hospitalisation is properly implemented and 
monitored, we will take an important step 
in creating a Swasth Bharat. Effectively, this 
initiative, which amounts to $800 billion, 
tops even the US’ Medicaid programme that 
amounts to $550 billion.

suNeeta Reddy
MD, Apollo Hospitals

The idea of a national gold policy and 
integration of the TReDS platform with 
GSTN for the SMEs are all significant policy 
changes aimed at transforming the economy. 
Retaining net market borrowings for FY19 
at almost the same level as in the current 
year will compensate for higher fiscal deficit 
envisaged in the Budget. Overall, all these 
measures will augur well for growth in FY19.

RajNish KumaR
Chairman, SBI

       MARKET REACTIONS   ON BUDGET 2018-19

Rationalisation of long-term capital 
gains (LTCG)Tax, as expected, has arrived; 
though negative on sentiments, robust 
equity returns will absorb this 10 per cent, 
if corporate earnings growth happens 
as expected. Ability to manage fiscal 
prudence will be a big issue. Post  
Budget announcements, we will see 
interest rates start to go up.

Kamlesh Rao
MD and CEO,  
Kotak Securities

The increase in cess to 4 per cent on personal 
income tax will impact the disposable 
income in the hands of consumers, which 
may reduce household savings. The Budget 
does not provide adequate incentives to 
consumers to invest in life insurance for 
savings and protection needs. However, the 
enhanced deduction for health insurance 
premium to `50,000 is a welcome move.

Rajesh sud
CEO and MD,  
Max Life Insurance 

The Budget is tax-neutral for the life 
insurance industry, but it also offers more 
credit play for the insurance companies. 
Additionally, Ulips will emerge as a beneficial 
long-term investment option under the new 
tax regime. The finance minister’s move 
to merge and consolidate all small (public 
sector general) insurance companies augurs 
well for the industry. 

PaNKaj RazdaN
MD and CEO,  
Aditya Birla Sun  
Life Insurance
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The increase in deduction limit for health 
insurance premium for senior citizens was 
a much-needed move. Healthcare inflation 
has moved up and so have senior citizens’ 
requirements. The earlier deduction was 
inadequate. It will go a long way in providing 
them with a financial cushion in medical 
adversity. We would like to participate in the 
National Health Protection Scheme.  

aNtoNy jacob
CEO, Apollo  
Munich Insurance

LTCG exemption was an attraction for new 
investors into equity/equity mutual funds. 
Rising interest rates domestically and tax 
on LTCG could result in minor reversal of this 
trend. Reaction of foreign portfolio investors 
(FPI) and the bond markets locally to the 3.3 
per cent fiscal deficit proposed in FY19 will be 
keenly watched in the background of rising 
rates abroad.

dhiRaj Relli
MD and CEO,  
HDFC Securities

The National Health Protection Scheme 
announced by the finance minister is 
a welcome move, given the healthcare 
requirements of a vast section of the 
country’s population. We would like to 
participate in the scheme, but irrespective of 
whether the private sector will be roped in 
or not, it will create awareness about health 
insurance, which is a huge positive. 

bhaRgav 
dasguPta
MD and CEO,  
ICICI Lombard  
General Insurance

       MARKET REACTIONS   ON BUDGET 2018-19

The most impactful Budget provision was 
the re-introduction of LTCG at 10 per cent 
after 13 years. However, even today, for 
investors looking to grow their capital over 
long periods of time, equities remain the 
most efficient asset class as it offers higher 
growth and at lower tax rates compared to 
other asset classes like gold, fixed deposits 
or real estate. 

KalPeN PaReKh
President, DSP Black-
Rock Mutual Fund 

A standout measure that has been proposed 
is to provide a cover of `5 lakh to about 
50 crore people, almost half the country’s 
population. If both these schemes are 
properly implemented and monitored, this 
could be a big boost to the services sector 
and to people’s well-being. Overall it is a 
positive Budget, aimed at growth, equity and 
social well-being. 

aRijit basu
MD and CEO,  
SBI Life

The wide-ranging measures announced 
for various segments of the rural economy 
will boost income levels and create gainful 
and sustainable employment. This in turn 
will help increase consumption levels in the 
economy. The far-reaching National Health 
Protection Scheme, along with measures 
taken to enhance education, skilling and 
research & development, are welcome steps.

chaNda 
KochhaR
MD and CEO, 
ICICI Bank
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A budget for  
Senior CitizenS

We need not have waited for this Budget 
with bated breath or misplaced notion 
that the middle class was going to 
benefit from the Budget. 

It has something for everyone, but the ones benefitting 
the most are the farmers, certain underprivileged 
groups, rural population and poorer sections of the 
society. The middle class has quite mercilessly been 
cut out. The salaried class has been given a standard 
deduction of `40,000 in lieu of the transportation and 
medical allowance, which collectively make up `34,200 
currently. Hence, the effective deduction benefit stands 
at just `5,800. This effective benefit will depend on 
the tax brackets one falls into. Moreover, even this 
saving will evaporate if we consider the increase in the 
education cess from 3 per cent to 4 per cent. 

Long-term capital gains (LTCG) tax has been 
introduced on equity-oriented assets at 10 per cent 
(without indexation) for gains exceeding `1 lakh in a 
year. The customs duty also goes up as social welfare 
surcharge of 10 per cent has been introduced in place 
of the education cess of 3 per cent, effectively making 

imports costlier. Customs duty on mobile phones has 
been increased from 15 per cent to 20 per cent, and 
some parts and accessories of television sets and mobile 
handsets are now going to be charged at 15 per cent.

So, the question is, who benefits from the Budget 
announcements? If I were to look for one category that 
has benefited the most, it would be senior citizens. Let 
us see how.

The exemption on interest income from fixed deposits 
and post office schemes has been increased to `50,000 
a year, from the previous `10,000 a year. This is a useful 
benefit that can result in a saving potential of `8,000 
on taxes if the person falls under the 20 per cent tax 
bracket. It is safe to say that majority of senior citizens 

Elderly tax-payers have emerged as the 
chief beneficiaries of Finance Minister 
Arun Jaitley’s personal tax proposals 

SureSh Sadagopan
Founder, Ladder7  

Financial Advisories

Senior citizens can benefit from the 
increase in exemption on interest 
income from fixed deposits and  
post office schemes from `10,000  
to `50,000
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health Insurance product `5-lakh Sum 
assured

`3-lakh Sum 
assured

Apollo Munich Easy Health `51,463 `41,219

Bajaj Allianz Health Guard `51,806 `39,782

Star Family Health Optima Insurance Plan `37,931 `31,400

ICICI Lombard Complete Health Insurance `55,768 `49,692

National Mediclaim New Policy `34,844 `23,572

Basic premium For Senior Citizens (Two Individuals)



are big investors in fixed return-generating instruments 
like fixed deposits and post office schemes, hence they 
will benefit from this exemption. 

The next important benefit is the deduction (under 
Section 80D) available for medical insurance/medical 
expenditure, which has been increased from `30,000 to 
`50,000. This is a useful and timely increase as medical 
insurance premium for a senior citizen couple comes 
close to the `50,000-mark for a cover of  
`5 lakh. Now is the time for senior citizens with low 
health insurance covers to review and increase their 
sums assured. This will be a prudent thing to do. If they 
feel the need for a higher insurance cover, they can opt 
for a super top-up cover on their existing basic cover.

For instance, if they have a basic cover of `3 lakh each 
under a medical insurance policy, they may opt for a 
super top up cover of `7 lakh with a deductible of  
`3 lakh. This will effectively cover them for `10 lakh. 
Now, the premium will exceed `50,000 per annum, but 
they will also be covered for `10 lakh each. This could 
be a good point to review, and they can increase their 
medical insurance cover as per their requirements.

In times of low interest rates, senior citizens, essentially 
those who depend on interest from bank fixed deposits 
and similar investments for their sustenance, have been 
in a fix. The Pradhan Mantri Vaya Vandana Yojana ( 
PMVVY ), which was introduced for senior citizens last 
year, sought to address this to an extent. This scheme 
offers 8 per cent interest to senior citizens, which is 
better than many options available otherwise. But the 
limitation was that one could only invest up to `7.5 lakh. 
In this Budget, the limit has been doubled to `15 lakh, 
which comes as a major relief for the elderly investors. 
So, a senior citizen couple can now invest up to `30 lakh 
in PMVVY, which looks like a good idea in the current 
interest rate scenario.

Then, there is the benefit of a standard deduction in 
lieu of transportation and medical allowance. Till now 

there was no such benefit available for senior citizens, 
unlike salaried employees. Hence, for senior citizens, 
the entire standard deduction benefit of `40,000 is now 
available. But the limitation here is that it is available 
only to the pensioners. This is unfortunate and it should 
have been made available to everyone, irrespective of 
whether they worked in government sector, private 
sector or were self-employed before their retirement. 
This clause favours government employees, as they have 
a regular mode of income in the form of pensions.  

There is a concession available to those senior 
citizens who are either disabled themselves or have 
disabled family members, in the form of `60,000 for 
senior citizens and `80,000 for super senior citizens 
(individuals over 80 years of age). Now, this benefit 
has been increased to `1 lakh for both the categories. 
However, this clause may not apply to everyone. But if it 
does, the amounts have been increased and will certainly 
prove to be helpful in reducing their tax liability.

This Budget has been benevolent to senior citizens. 
They should take full advantage of the provisions, 
especially the medical insurance part and put a robust 
protection net in place. PMVVY is another scheme that 
they should go for, considering the low risk involved and 
the relatively good interest they can earn.

Count thy blessings, seniors. You have worked all your 
lives, and the years to relax and live a peaceful life just 
got a bit easier with this Budget!    

The Author is a Certified Financial Planner

The limit of investing in PMVVY has 
been increased from `7.5 lakh to  
`15 lakh. This comes as a major relief 
to senior citizens as a senior couple 
can now invest up to `30 lakh in it
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Special

health Insurance product
`7-lakh Cover 
with `3 lakh  
deductible

`10-lakh 
Cover with `5-
lakh deduct-
ible

HDFC ERGO Health Medisure Super Top-up Policy `25,960 `15,576

Apollo Munich Optima Super `31,807 `30,044

ICICI Lombard Health Booster `31,317 `29,498

Super Top-up premium for Senior Citizens (Two Individuals)
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The financial services 
business is witnessing a 
silent, but decisive shift, 
in consumer behaviour. 

Thanks to the rapid rollout of 
high-speed mobile broadband 
services over the last two years, 
Indians are increasingly looking 
at investing and buying financial 
products directly from companies 
or through other digital channels. 
Disintermediation is a reality that 
is playing out in India as well, 
with the Millennials preferring to 

transact without the involvement of 
distributors or agents. Be it mutual 
funds or insurance, Indians are now 
expressing a desire to cut out the 
physical intermediaries because of 
an inherent belief that distributors 
tend to have a commission bias, 
which is why they only push 
products that help them earn more. 

Direct plans are now gaining 
currency as a lot of high networth 
investors (HNI) are reluctant to 
pay 2.5 per cent commissions to 
distributors. The market regulator, 

Securities and Exchange Board of 
India (SEBI), mandated in 2012 
that all mutual fund schemes 
should offer direct plans. These 
plans come with an expense ratio 
that’s as low as 70 basis points 
compared to 2.5 per cent charged 
by regular schemes. Says Aashish 
Somaiyaa, CEO of Motilal Oswal 
Asset Management, “In six years, 
data shows that there is a gradual 
shift towards direct plans as many 
large investors are choosing direct 
plans and paying advisory fees to 

Consumers of financial services 
products are increasingly 
shunning distributors and agents. 
While going direct can be cost-
effective, Malini Bhupta and 
Preeti Kulkarni highlight some 
of the challenges that come with 
this behaviour

Should You

Go Direct ?

Cover Story
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distributors.” Paying a commission 
of 2 per cent may not be much for 
a retail investor investing `1,50,000 
a year, but the commission adds up 
to a substantial sum if the investor 
is putting in `1 crore a month, as 
many HNIs do.  Explaining the 
rationale behind direct plans, Kunal 
Bajaj, CEO and co-founder of 
Clearfunds, says: “Direct plans are 
for high networth individuals who 
have the ability to pay their advisors 
or wealth managers a flat fee for 
this service.” However, they might 
still need human intervention for 
procedural matters. For example, 
completing know-your-customer 
(KYC) processes or resolving 
procedural and technical glitches. 

Even though distributors and 
asset management companies 
would like investors to believe that 
commissions don’t impact returns 
for small ticket investments, over 
the long term, commissions also 
compound and dent the final 
corpus. Explains certified financial 
planner, Shweta Jain, “Direct plans 
are not only for HNIs or those who 
do not need hand-holding. The 
difference in expense ratios of direct 
and regular plans may seem small, 

but over a period of say 10 years, the 
effect of compounding will make a 
huge difference to the corpus.”  
(See: Direct Vs Regular)

She always recommends 
direct plans to prevent corrupt 
manufacturers from influencing her 
recommendations. Since there is 
no commission element involved, 
investors are unlikely to face mis-
selling for such plans.

While the reluctance to pay 
higher commissions through 
regular plans is pushing investors 
towards direct plans, the ease of 
doing business online is what is 
driving the insurance customer 
to go direct. The shift to direct 
channels has been far more 
pronounced in insurance because 
it is a transactional product. 
According to a report by PwC 

on the insurance industry, 20-25 
per cent Indians are now using 
digital channels to understand 
and compare insurance products. 
Another research shows that 90 
per cent customers research term 
insurance plans online. Explains 
Yashish Dahiya, co-founder and 
CEO, Policybazaar: “The digital 
customer wants convenience and 
doesn’t like the delay in either policy 
processing or issuance. Through 
our digital solutions, we have been 
able to cut down the delay from two 
days to two hours.” On the policy 
document front, the customer 
gets it instantly in the digital space 
compared to the physical space 
where he/she gets a cover note at 
the time of purchase followed by 
policy copy over next few days.” 

Even though experience in some 
developed countries suggests that 
moving investments online is not 
easy, the mutual fund industry 
here is seeing a rapid rise in direct 
investments. Direct investments 
(direct plans, which come with 
lower expense charges and where 
the investor invests directly 
through the AMC), amount to 14 
per cent of individual assets today, 
Association of Mutual Funds in 
India’s (AMFI) data shows. Nearly 
`600 crore, which is close to 10 per 
cent of monthly flows through the 
systematic investment plans (SIP) 
are going into direct plans. No 
wonder, the vast army of mutual 
fund distributors and insurance 
agents is a worried lot today. 
Intermediaries are staring at a 
reality where their customers may 

AMC 
Name Month Through 

Direct Plan
Through 

Associate 
Distributors

Through Non- 
Associate 

Distributors

Industry

Jan-17 745920 120737 914501

Feb-17 782193 125540 937334

Mar-17 779164 129730 947011

Apr-17 793874 132409 982886

May-17 803556 137581 1003532

Jun-17 816483 112372 1061012

Jul-17 839429 116090 1084479

Aug-17 866280 157108 1071049

Sep-17 891058 160877 1090703

Oct-17 899689 164613 1112077

Nov-17 946687 171403 1152582

Winds of Change: Monthly Flows into MFs 
Through Direct & Distributor Channels

Source: AMFI;  (Data as of Nov’17) Amount in  ` Crore

Returns Corpus (In ` Lakh)

Direct Plans 12.90% 78.66

Regular Plans 12%* 68.66

Direct vs Regular

*Post Charges. Source: Certified Financial Planner Shweta Jain

If `10 lakh is Invested in a Mutual Fund for 15 years
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not need them anymore.  
While technology is a big 

driver of this shift, distrust among 
consumers for the neighbourhood 
distributor is another reason why 
a lot of consumers are preferring 
technology platforms over human 
intermediaries. Also, a lot of 
information today is now available 
online at the click of a button. 
In the pre-internet era, the key 
disseminators of information were 
distributors, banks and agents. 
But now there are a host of digital 
platforms like fundsindia.com, 
policybazaar.com and online 
investment apps like Scripbox, 
providing both easy access to 
information and investment options 
to consumers. Explains Rakesh Jain, 

CEO of Reliance General Insurance, 
“Structurally, we are moving from 
an information arbitrage system to 
information available system.  The 
brick-and-mortar model with feet 
on the street is now in the past. All 
intermediaries need to evaluate and 
understand the shift in consumer 
behaviour, which is why agents are 
getting into the advisory role.”     

Be it lenders, insurance 
companies or asset management 
companies, almost every player 
in the financial services space 
is looking at engaging with the 
customers directly. While the share 
of direct participation in mutual 
funds stands at 14 per cent (retail), 
the share of direct is much higher 
in the insurance space for some 
large players. Reacting to this trend 
early on, Aegon Life decided to 
do away with the agency business 
altogether two years ago. “We were 
the pioneers in the online term 
insurance space and decided to 
take a step ahead by focusing on 
our direct channels, comprising the 
digital platform and in-house teams.  
Customers’ comfort with digital 
is growing and we have seen our 
online sales for term products grow 
three times since the strategic shift 
in 2016,” explains Vineet Arora, MD 
and CEO, Aegon Life Insurance, 
which offers online products across 
term, health, endowment and Ulip 
categories, with term plans being 
the most popular of the lot. The 
insurer boasts of a term cover share 
of 60 per cent in its portfolio, while 
the category accounts for three 

to five per cent of other insurers’ 
business mix. “While the market 
for pure protection products has 
grown over the years, the launch 
of low-cost online Ulips has added 
an impetus to the commercial 
opportunity available. There is a 
visible inclination among customers 
towards buying products online,” 
says Anuj Mathur, CEO, Canara 
HSBC OBC Life Insurance, adding 
that the Insurance Self Network 
Platform guidelines will further 
lead to more customer-centric 
solutions being offered through the 
online platform. Most insurers that 
Outlook Money spoke to said that 
while their agency business was 
growing at 20 per cent year-on-year, 
the business through the direct 
channel was growing at more than 
50 per cent year-on-year.  

The asset management business, 
on the other hand, has remained 
relatively tight-lipped about the 
direct channel, even though they 
are investing heavily in their direct 
channels, for fear of angering their 
base of distributors. But the writing 
is clearly on the wall. Consumers 
are expressing a keen interest in 
doing away with the conventional 
distributor channel because of a 
trust deficit. The question is: Should 
consumers go direct? Outlook 
Money brings to you the pros and 
cons of going direct. 

 
Investing directly in  
mutual funds: low cost 
option but risky 
The disruption in the mutual 

Investor 
Segment

Jan-
17 Feb-17 Mar-

17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-17 Oct-17 Nov-17

Direct 306 319 345 377 398 418 448 469 493 517 541

Regular 3357 3470 3691 3850 4027 4197 4432 4658 4872 5049 5275

Grand Total 3663 3789 4036 4227 4426 4615 4880 5127 5365 5566 5817

Share of Direct Investments on the Uptick in SIP Book of MFs

Source: CAMS MFdex data;  (Data as of Nov’17) Amount in  ` Crore

AAshish 
somAiyAA 
CEO, Motilal Oswal Asset 
Management Company

In six years, data shows 
that there is a gradual 
shift towards direct 
plans as many large 
investors are choosing 
such plans and 
paying the distributors 
advisory fees
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fund business is apparent from a 
multitude of distribution channels 
that exist today. While players like 
Scripbox and Sqrrl offer regular 
plans to first-time investors beyond 
the top 15 cities of India, other 
players like Clearfunds, Unovest 
and Investza offer direct plans to 
investors on their platforms but 
charge them an advisory fee. These 
platforms are currently catering 
largely to HNIs. But they are giving 
the existing distributors the jitters. 
Making this more interesting are 
advertisements by players like UTI 
AMC, inviting investors to invest 
directly through their website. 

So the question to ask is what 
is the best way to invest in mutual 
fund schemes?

Affluent investors, who are 
better informed, are now investing 
in direct plans offered by all mutual 
funds. Even if they are opting 
to go through the distributors, 
they are unwilling to pay a higher 
commission. So they are paying for 
advisory but choosing direct plans, 
which have lower charges. Explains 
Sundeep Sikka, Executive Director 
and CEO of Reliance Nippon Life 
Asset Management, “The market 
is going to evolve. Right now, 2 
per cent of India invests in mutual 
funds. It is important to understand 
that multiple distribution models 
will exist.” But is direct investing for 
all investors? The answer is a clear 
no, even if retail investors prefer 
to invest digitally and not through 
the neighbourhood distributor. 
Investors need to have knowledge 
and equanimity. “A third party 
might be required to moderate the 
bias and take dispassionate calls 
basis your needs. They can help 
you avoid the cycle of greed and 
fear,” points out Suraj Kaeley, group 
president, sales and marketing, UTI 
AMC, adding that his company is 
agnostic to regular and direct plans.

A key issue facing the asset 
management business is the deficit 

online platforms like FundsIndia, 
Scripbox and Sqrrl—even if they 
offer regular plans that charge 
higher commissions—because they 
don’t trust their banks or mutual 
fund distributors.  

Some asset management 
companies claim that they are 
building a direct channel because 
they wish to cut the clout of large 
distributors who often hold the 
AMC to ransom because of the 
sheer volume of business they bring. 
Distributors, on the other hand, 
claim that the asset management 
companies have not always played 

Going Direct: 
Understand the Pros and Cons

Advantages Disadvantages
Direct plans come with significantly lower 
charges, which impacts returns positively  
over the long-term. Expense ratios of direct 
schemes can be as low as 70 basis points 
compared to up to 2.5% in regular plans. 
Investors can invest online through AMCs or 
online platforms that sell direct plans

Investors have to invest time and 
effort to understand performance of 
funds and identify the ones that will 
help them achieve their long-term 
financial goals. Choosing a wrong 
fund can erode returns and set back 
wealth creation plan

High networth individuals can bring down 
costs, while savvy retail investors can elimi-
nate distributor bias by investing directly. 
Regular plans with higher commissions are 
hawked by some unethical distributors. 
There is no such issue in direct plans 

Blindly relying on two-three year 
ratings can be dangerous. True 
performance of a fund should be 
assessed over 10-15 years. Reviews 
on the internet could lead to faulty 
investment decisions

Investors have complete control over their 
investment decisions – distributors cannot 
deceive them into churning portfolios often.  
Data shows returns are much higher even 
for small ticket investments in direct plans

No third party to provide dispassion-
ate counselling in times of market 
crises, which could lead to investors 
exiting at a time when they need to 
stay invested in the market

Direct Plans in Mutual Funds

Advantages Disadvantages
Lower charges – since agents are not 
involved, no trail commission is to be paid. 
Insurers are fast responding to customer 
feedback and coming up with products 
that are more relevant to customers

Low charges come with a cost. Insur-
ance buyers need to compare all the 
plans and features themselves while 
computing the ideal life cover and 
identifying best-suited product  

Fewer chances of mis-selling, since all the 
information is available on the website and 
online proposal form. Comparison is easier 
with a lot of information available online

No handholding by agents to under-
stand complex insurance jargon, fill up 
cumbersome proposal forms and file 
claims after sales

Better transparency, convenience and 
quicker policy processing and issuance

Not suited for insurance seekers who 
are not tech-savvy

Online Insurance Policies

of trust. Explains Ashok Kumar, 
CEO and co-founder of online 
investment services provider 
Scripbox: “Nobody wants to talk 
to a human being to get things 
done today. This is a big shift that 
has happened because of a trust 
deficit among investors, as they 
believe there is a commission and 
manufacturer bias in distributors 
today. Also, today you cannot push 
people to do things. Over time, too 
much of mis-selling has happened. 
Also, people like to self-discover.”  
A lot of first-time investors are 
comfortable investing through 
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fair in a bid to shore up AUMs 
(assets under management) and 
have themselves to blame for the 
lack of trust among investors.        

While direct plans are available 
to investors and many are even 
choosing that route, investors 
need to keep in mind that a high 
rating does not guarantee long-
term performance. Typically, 
most investors look at a fund’s 
performance over a shorter duration 
and then invest. This can lead to 
problems, claim many distributors. 
Says Jimmy Patel, CEO of Quantum 
AMC: “Retail investors are seen 
relying on information available in 
the public domain like the ratings 
and rankings to invest via the direct 
route. There is a higher likelihood 
of an investor investing without 
completely understanding the 
requirements. This has happened in 
developed markets, where investors 
invested via direct route, banking 
on information they could get their 
hands on or just mere hearsay.” 
Investing directly comes with a 
caveat, “Buyer Beware.”

Despite this shift in consumer 
behaviour, many still believe 

that the consumer needs advice 
before investing and, therefore, 
the distributors, digital platforms 
and direct channels (AMCs and 
independent platforms hawking 
direct plans) will co-exist. Kumar of 
Scripbox believes that consumers 
are willing to trust digital platforms 
because they want assistance, even 

if they invest through a technology 
platform. The online investment 
platform helps investors select 
funds using algorithms and even 
helps the investor move out of the 
mutual fund schemes if they are  
not delivering good returns  
after one year.   

Given that no two funds perform 
alike in different market cycles, 
choosing the right fund becomes 
very important. Choosing a wrong 
fund can seriously impair wealth 
creation goals. The high net worth 
individuals are no longer willing to 
pay 2.5 per cent in commissions, 
claim distributors. For instance, 
direct investment platform Unovest 
has a small investor base of 3,500 
but has helped investors invest 
`400 crore through its platform. 
Motilal Oswal Asset Management’s 
Somaiyaa believes that if everything 
goes direct, then new models 
will need to evolve. Over time, 
regulators could consider variable 
charges for different share classes. 
For instance, in the US, the expense 
ratios depend on the size of 
investments made. A small-ticket 
transaction can attract  

Online Plan Offline Plan

Plan Name
SBI Life- 
eWealth

Edelweiss 
Tokio 

Wealth Plus

HDFC 
Click2Invest

Tata AIA- Fortune 
Pro

Kotak Life- Wealth 
Insurance

ICICI Prudential-  
LifeTime Classic

Premium 
Allocation 

Charge
Nil Nil Nil

*6% for 1-2 yr, 5.5% for 
3-5 yr, 4.5% for 6-7 yr, 

3.5% for 8-10yr and 2.0%  
11th yr onwards

*9% for 1st yr, 7.75% for 
2nd, 6% for 3-5 yr and 

3% 6th yr onwards

*6% for 1-5 yr, 4% 
for 6-7 yr and 2.0%  

8th yr onwards

Admin Charge `45 p.m. Nil Nil
0.75% p.a. of annualised 

premium, subject to a 
maximum of `6,000 p.a.

0.20% p.m. for pre-
mium up to `1,99,999, 
0.10% p.m. for `2 lakh 

to `3,99,999 and Nil for 
`4 lakh & above, starts 

from 6th yr onwards

0.095% p.m. of 
annual premium for 

PT 1-5 yr, 0.20% p.m. 
6th yr onwards,  sub-
ject to a maximum of 

`6,000 p.a.

Fund 
Management 

Charges

0.25% - 1.35% 
p.a.

1.25% - 1.35% 
p.a. 1.35% p.a. 0.65% - 1.20% p.a. 0.60% - 1.35% p.a. 0.75% - 1.35% p.a.

Overall Cost of 
the Product 1.52% 1.50% 1.77% 2.18% 3.02% 2.13%

Online Vs Offline Ulip Charges

Source: www.policybazaar.com ;  The charge is % of premium ;  For a 30-year-old paying a `1 lakh premium; policy tenure of 15 years

DeepAk mittAl 
MD & CEO, Edelweiss Tokio 
Life Insurance

Distribution is not open 
in the physical world 
as it is in the digital 
world. Achieving scale 
in the digital world is 
easier and, therefore, 
growing market  
share too is easier  
and faster in the  
digital space
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PAUL SMITH
CEO and President, CFA Institute

a higher expense compared to a 
large investment.       

But the writing is on the wall 
and even traditional distributors 
are now responding to the change 
in customer behaviour. NJ  India 
Invest—one of India’s largest mutual 
fund distributors that manages 
assets worth nearly `50,000 crore 
—is also transforming itself. NJ 
India Invest has completely gone 
paperless and now helps investors 
invest through its platform. But 
this is assisted investing where a 
distributor is associated with every 
transaction. Says Neeraj Choksi, 
co-founder of NJ Invest, “We have 
an electronic platform through 
which customers can buy multiple 
schemes. On the platform also 
there is a physical intermediary 
who helps the customer choose 
funds. We have 25,000 distributors 
on our platform and they acquire 
customers. The on-boarding process 
is electronic. Our intermediary can 
generate a link and through that the 
customer can make a payment.” 

But over time, distributors will 
have to significantly add value if 
they want to retain customers, 

sunDeep sikkA 
Executive Director & CEO, 
Reliance Nippon Life Asset 
Management

The market is going 
to evolve. Right now, 
2 per cent of India 
invests in mutual 
funds. It is important 
to understand that 
multiple distribution 
models will exist

‘There’s room for all kinds 
of distribution models’ 

  How do you view SEBI’s 
proposal to segregate 
investment advisory and 
mutual fund distribution?
The underlying purpose of the 
move is to make retail investors 
aware that the person who is 
selling them the product has an 
angle and what that angle is. It 
will force transparency on the 
market by separating these two 
things. I am not prepared to say 
whether the move is good or bad, 
but I am prepared to say that the 
industry needs to respond more 
constructively and work with the 
regulator to offer proper solutions.
 

  What are the advantages 
of going direct? Will new-
age models dent the existing 
distribution businesses?

Lower charges apart, the 
advantages are subliminal. It is 
an educational process—you are 
forcing yourself to do research. A lot 
of people use the internet to cross-
check as they want independent 
sources of information. But I 
think there is scope for human 
intervention. There is complexity 
in financial products. How much 
time can you put in running your 
own financial affairs? You always 
need an external voice to correct 
your biases. It is a mistake to think 
there is one perfect solution. In a 
sophisticated society, there is room 
for all kinds of models, but no room 
for lack of transparency and that is 
what we have to get over.
 

  Will technology displace 
distributors?
It is the most tremendously positive 
thing to have occurred in my 
lifetime. It enables more creative 
products to be manufactured, 
more tailoring as per needs and 
mass distribution. I don’t see it 
as a replacement—I don’t believe 
that humans are finished. It is a 
wonderful tool to help humans do 
better. Technology will extend  
the reach of financial services  
and penetration. 

SEBI’s proposal to segregate investment advisory 
and mutual fund distribution will usher in 
transparency in the market, says Paul Smith 

Interview
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claim industry experts and digital 
participants. Those who cater to 
the retail customers will need to 
build serious scale if they need to 
have a large number of investors 
as clients to remain viable. A big 
shift in consumer behaviour will 
be when Millennials cross 30 
years of age. Most intermediaries 
and fund houses believe that 
the adoption of direct plans will 
sharply go up at this time because 
this generation prefers to cut out 
human intervention. In order to 
stay relevant, they will have to 
offer more value to customers. 

Bajaj of Clearfunds, a platform that 
only hawks direct plans of mutual 
funds, says: “Once you realise that 
buying a regular fund means that 
you end up paying a regular part 
of your earnings each year to your 
distributor, you will immediately 
look for an alternative—direct plans 
of the same mutual fund scheme. A 
large number of HNIs and almost 
all corporates already understand 
that direct funds mean more money 
for them rather than their bankers, 
brokers and wealth managers. We 
see the shift to direct plans taking 
place just like the adoption rate of 
Exchange Traded Funds (ETFs)  
in the US—slowly at first, then all 
at once!”

Regulation is also seeking to 
split advisory from distribution. 
Recently, SEBI released a 
consultation paper that 
proposes a clear demarcation 
between investment advisory 
and distribution of investment 
products. The objective is to 
“prevent the conflict of interest 
between ‘advising’ of investment 
products and ‘selling’ of investment 
products by the same entity or 
person,” the note said. If these 
proposals materialise and are 
implemented in spirit, it will 
ensure peace of mind for retail 
investors, who otherwise assume 
that distributors’ recommendations 
are guided by their commissions, 

and not need-based analysis. 
“While SEBI’s proposed move is 
aimed at eliminating the potential 
conflict of interest between the 
advisory and distribution roles 
played by the same or related 
entities, it could have far reaching 
implications on how the market 
for mutual funds and the related 
ecosystem are structured,” says 
Sai Venkateshwaran, partner and 
head, accounting advisory services, 
KPMG in India. He reckons that 
if implemented, the proposal will 
force many players to alter their 
business models. “Some of the 
larger distributors might continue 
with the distribution business as 
compared to advisory services, 
as there may be relatively lower 
number of fee-paying clients. 
Entities that decide to continue or 
enter into advisory services will see 
a shift towards fee-charging model, 
to compensate for the loss of trail 
commissions earned on distribution 
of the products,” he adds. However, 
the fee-based model hasn’t evolved 
and the market is yet to mature. “As 
a result of these changes, there may 
also be a shift of investors towards 
direct funds as compared to regular 
funds,” says Venkateshwaran. 

Intermediaries will have to 
make a choice between being 
an investment advisor and a 
mutual fund distributor before 
March 31, 2019. What’s more, 

Vineet ArorA 
MD & CEO, Aegon Life

The direct mode ensures 
full transparency 
and control for the 
policyholders. As 
insurers, we get to do 
more customer-oriented 
research, understand 
them better and offer 
more relevant solutions 
suited to their needs

Life Insurer
Individual 

Agents

Corporate 
Agents

Brokers
Direct 
selling

Micro 
Insurance 

(MI) agents

Common 
service 
centres

Web 
aggregators

IMF Online

Total 
individual 

new 
businessBanks Others*

Private 
sector 30.09 53.5 3.01 2.98 9.11 0.01 0.005 0.14 0.04 1.13 100

LIC# 95.99 2.39 1.00 0.04 1.33 0.03 0.00 0.00 0.00 0.12 100

Industry 
Total 68.79 23.48 1.3 1.25 4.54 0.02 0.002 0.06 0.02 0.54 100

Share of Direct Selling in Life Insurance Business (% of premium) 

*Any entity other than banks but licensed as a corporate agent. # Does not include its overseas new business premium;   Source: IRDAI   
Note: 1) New business premium includes first year premium and single premium.  2) The leads obtained through referral arrangements have been included in the respective channels
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distributors will be barred from 
offering advisory services through 
immediate relatives—spouse, 
parents, brother, sister and children 
—if the proposals are finalised in 
their current form. “We will see 
registered investment advisors 
(RIA) selling these plans and 
charging a fee. Once SEBI finalises 
these guidelines, the direct segment 
will get a push,” predicts Kaeley of 
UTI AMC.

Insurance – traffic shifts  
to assisted direct and direct 
platforms
Globally, shifting investments 
online has not been an easy process. 
But the journey has been relatively 
easier for the insurance sector 
because customers like choice. 
The open architecture model of 
digital platforms allows customers 
a lot more options while buying 
insurance, which is not the case 
while buying insurance through 
a traditional channel. When 
consumers go to digital platforms, 
they can compare features of 
products from different insurers. 
Also, under existing rules, banks 
are allowed to only partner with 
up to three insurance companies 
in each category (life, general and 
health), which is restrictive for 
customers. Moreover, some banks 
with insurance subsidiaries have 
stayed away from distributing other 
insurance companies’ products. 

Over time, customers of 
insurance have learned to not 
only research for products online 
but also purchase them digitally. 
Also, digital platforms have helped 
companies issue policies at a much 
faster pace than the traditional 
channels. This puts at risk an army 
of 20 lakh insurance agents across 
the country. 

The shift to direct or assisted 
direct channels is best told through 
data. Direct business for private life 
insurers increased from `758 crore 

India’s IT industry, the growth 
of its business was linked to the 
number of feet on the street. But 
with customers preferring to shop 
online for insurance products, 
companies are now investing 
more in marketing spends to build 
their connect directly, rather than 
spending money on their sales force 
alone. Explains Subrat Mohanty, 
senior executive vice-president 
and head of strategy, HDFC Life: 
“Consumers get a mix of price 
advantage, convenience and control 
over the purchase journey. In case 
the customer needs any assistance, 
that is also provided without the 
need for a face-to-face-meeting.”

Numbers only strengthen the 
case of digital sales in insurance. 
Nearly 95 per cent of ICICI 
Prudential Life’s new business 
applications in the first half of 
financial year 2017-18 were 
logged digitally. Says Puneet 
Nanda, Executive Director, ICICI 
Prudential Life Insurance: “To 
provide an additional layer of 
convenience to our customers, we 
have, since June 2017, begun issuing 
policies on the basis of biometric 
authentication. This process is 
completely paperless and enables us 
to issue (non-medical) policies in 
less than 20 minutes.” A big reason 
for this is the speed to market  
and customer data that gets 
captured online. 

Invaluable customer data is 
gathered by an insurer when 
customers reach out to them 
directly. “The direct mode ensures 
full transparency and control for 
the policyholders. As insurers, we 
get to do more customer-oriented 
research, understand them better 
and offer more relevant solutions 
suited to their needs,” says Arora of 
Aegon Life.

The barrage of customer 
information that comes through 
digital channels is also helping 
insurers design products that are 

in the April-June period in FY18 
to `942 crore in July-September 
quarter of FY18, which shows a 24 
per cent growth sequentially. The 
online motor insurance market 
has also grown by 50 per cent this 
year compared to last year and is 
further expected to grow by 100 
per cent in 2018, claim research 
reports. Most insurers claim that 
traffic has increased three times 
on their websites compared to 
last year. The digital channel also 
allows more flexibility to insurers 
to grow their business. Says Deepak 
Mittal, CEO and MD of Edelweiss 
Tokio Life: “Thanks to the digital 
channel, insurers can now reach 
customers with a central suite of 
products. Distribution is not open 
in the physical world, as it is in the 
digital world. Achieving scale in the 
digital world is easier and, therefore, 
growing market share too is easier 
and faster in the digital space.”    

Insurance, historically, has 
worked on a catchment area 
and focused on local areas. Like 

kshitij jAin
Managing Director & CEO, 
Exide Life Insurance

While digital channels 
are currently focussed 
on providing protection 
solutions, going forward 
we expect to see growth 
in online sales of savings, 
investments and annuity 
plans as well. In the next 
3 years we see direct 
channels contributing 
between 15 to 20  
per cent to our new  
business
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based on needs of the customers. 
For instance, insurance companies 
have found it hard to sell unit-
linked products, as they are 
market-oriented like mutual funds, 
but come with a lock-in and higher 
costs. Taking this feedback, insurers 
such as Edelweiss Tokio Life worked 
on a product like Wealth Plus, 
which gives the investor better 
returns. The life insurer is trying to 
redefine this space by addressing 
pain points of customers. So its new 
product, is more customer-centric, 
the insurance company claims. 

Wealth Plus is a plan designed 
for digitally-savvy customers. 
Edelweiss Tokio Life has not only 
done away with premium allocation 
and policy administration charges, 
but furthermore, decided to 
contribute additional units on every 
premium paid by the customer. 
These additional allocations start at 
one per cent for the first five years 

and then increase every five years 
to three per cent, five per cent and 
seven per cent, thereby, accelerating 
one’s wealth accumulation, while 
also offering protection at the 
same time. The product has 
been created in conjunction with 
Policybazaar, an online marketplace 
for insurance. Explains Dahiya of 
Policybazaar: “Companies have 
understood the behaviour of 
new-age digital consumers and 
worked on the products matching 
their requirements, leading to 
exponential growth of the industry.” 

The innovation drive
Insurers have come up with other 
innovations for customers over 
the last few years. For example, 
whole life and return of premium 
term plans were launched after 
customer feedback suggested 
that they were unwilling to pay 
premiums for products that do not 
yield any returns. These plans do 
not come with high premiums or 
exorbitant commissions and other 
charges unlike other investment-
cum-insurance plans, but ensure 
that the policyholder gets her 

capital back at maturity—a feature 
that regular term plans do not 
offer. Life insurance companies 
also introduced online Ulips 
for customers who saw huge 
commission payout as a red flag. 

General insurers too have 
upped their game for managing 
expectations of the new breed of 
tech-savvy customers. For instance, 
last year, ICICI Lombard rolled 
out a video inspection feature 
that allows customers to raise an 
instant claim request through 
the company’s mobile app. Once 
the policyholder streams a live 
video of the damaged vehicle to 
the company’s claims manager, 
the damage will be assessed and 
customer will receive intimation 
about the extent of liability. If the 
insured accepts the assessment, the 
claim will be approved instantly. 
Likewise, Bajaj Allianz General 
Insurance launched an app-based 
claim settlement facility for its 
motor insurance customers, 
which allows them to upload the 
pictures of the damaged vehicle 
through its app for instant claim 
processing. If customers accept 
the recommendation, the claim 
is credited to the insured’s bank 
account within 30 minutes, 
according to the company. 
“Technology is reducing the 
need for physical inspection and 
documentation and, thereby, 
bringing down the time taken in 
claims and query management,”  
says Tapan Singhel, MD and CEO, 
Bajaj Allianz General Insurance.

 Clearly, the digital channel is 
here to stay, and grow bigger and 
stronger. Retail investors must look 
at the direct mode to gain from the 
inherent benefits like lower costs 
and transparency, but at the same 
time, carry out a thorough analysis 
of products best suited for them 
before clicking the ‘Buy’ button. 

malini@outlookindia.com

preeti.kulkarni@outlookindia.com

puneet nAnDA 
Executive Director, ICICI 
Prudential Life Insurance

To provide an additional 
layer of convenience to our 
customers, we now issue 
policies on the basis of 
biometric authentication. 
This process is completely 
paperless and enables 
us to issue (non-medical) 
policies in less than 20 
minutes

35-50%
Likely proportion of online life 
insurance renewals 

`1.75-3 lakh crore
Share of online life insurance 
renewals in value terms

50%  
Share of digital influence in 
sales for life insurance

75%  
Share of digital influence in 
sales for non-life insurance

`1.1-1.2 lakh crore 
New insurance premiums to be 
influenced by digital

Online Insurance 
In 2020: Poised 
for Take-off

Source: BCG-Google Report on state of digital 
insurance by 2020
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  Is the Indian 
consumer more inclined 
to invest directly in 
mutual funds now?
In India, financial 
literacy and penetration 
levels of mutual funds 
are at a nascent stage. 
Intermediaries, therefore, 
play a pivotal role in 
helping investors make 
wise investment choices. 
Having said this, with 
increasing awareness 
and evolving investor 
base, savvy investors 
have started transacting 
directly. So, while there 
will be a set of investors 
who need advice, there are 
those who invest directly.

  The customer today 
does not trust the 
distributor. How are 
fund houses responding 
to that?
A distributor constitutes 
a very important link 
between the AMC and 
an investor. A distributor 
helps the investor identify 
the right investments 
based on suitability. 
After all, each investor is 
different in terms of risk 
appetite, time horizon and 
financial goals.

Today, millions of Indian 
investors are benefitting 
from the wealth AMCs 
have created, all thanks to 
the distributor community. 

may invest in direct plans 
on their own entirely, the 
investors who are yet to 
evolve in their investment 
learning should prefer the 
regular route. 

 What about the 
role of advisory? How 
important is it?
Advisory will evolve in 
India, as it has in other 
markets across the globe. 
Presently, the distribution 
and advisory are not 
segregated. There is a 
regulatory push to split 
them in order to protect 
the interest of investors. 
Such an arrangement 
would lead investors to 
invest based on advice. 

As the investors evolve, 
they will start valuing the 
importance of high quality 
advice; they will not shy 
away from paying a fee for 
the same. Furthermore, 
as the markets deepen, 
ultimately all industry 
stakeholders will benefit 
from true advisory.

  What kind of 
investors should invest 
in direct plans?
Only savvy investors 
who have a complete 
understanding of the 
sectors and markets 
should invest directly 
into schemes. Wrong 
investment decisions can 

have severe consequences. 
‘Buyer beware’ is the 
message for those 
investors looking to invest 
directly into schemes. 
Also, in case of investing, 
there is no ‘one size, 
fits all.’ Different sets of 
investors should follow 
different strategies.

  Given the changes in 
consumer behaviour, 
what is the road ahead? 
We are seeing investors 
mature in their investment 
decisions over a period. 
In the past, there was a 
broad-based tendency 
to get carried away with 
market movements. 
Today, investors are 
entering capital markets 
with longer-term horizons 
and looking to invest 
in schemes with a track 
record of 15-20 years. 
Even HNIs have graduated 
in their investment 
choices. Understanding 
that alpha generation in 
large-caps is declining year 
after year, HNI segment 
is seen moving towards 
passive products like ETFs.

Also, 20 per cent of 
our incremental business 
comes through digital 
properties, which not 
only includes direct 
transactions, but also 
distributor initiated 
accounts. 

Sundeep Sikka explains to Malini Bhupta why multiple channels will  
co-exist in the future, even though direct investments are picking up 

Direct Plans Are For The Savvy

There may have been 
handful of distributors 
whose practices were not 
investor-friendly, but in 
the long run, they would 
be rewarded only for right 
service and true advice.
 

  Are direct plans 
becoming popular?
There is no doubt that 
direct plans will gain 
currency and asset 
management companies 
will have to embrace 
technology. For instance, 
18 per cent of our 
incremental equity inflows 
come through the direct 
channel. Today, high 
networth individuals and 
corporate entities prefer 
to invest in direct plans as 
they are capable of making 
informed decisions.

While expert investors 

INTERvIEw

Sundeep Sikka,
ED and CEO, Reliance 

Nippon Life Asset 
Management 



60  Outlook Money  February 2018  www.outlookmoney.com

Cover Story

  Do you see change in 
consumer behavior?
Choksi: There has 
been a huge inflow of 
money, which is because 
of distributors and 
their advisory services. 
Customers don’t even 
know the difference 
between debt scheme and 
equity schemes. Advisories 
globally have generated 
huge alpha compared to 
those investing directly. 
These instances are to 
be seen in India too. We 
continue to believe that 
the role of an advisor is 
very important in financial 
services. When things are 
good, everyone moves in 
a direction but just when 
there is a turn, then people 
who go direct get lost. 
It is the distributor who 
manages the behavior of 
the consumer. 
We don’t see any 
behavioral change. Some 
people do get greedy 
and they try to save on 
commissions by going 
direct, but there is no 
guarantee on whether they 
are equipped to take a 
decision. 
 

  Do customers want 
to cut out human 
intervention?
Desai: The ease of 
operation is driving 
customers. I don’t see 

is that people are buying 
electronically and the 
trend will grow further. 
But, the belief around 
distrust for intermediaries 
is not true. 

We have an electronic 
platform through 
which customers can 
buy multiple schemes. 
However, on the platform 
also there is a physical 
intermediary who helps 
the customers choose. We 
have 25,000 distributors 
on our platform who 
acquire customers. Once 
a customer has been 
acquired, the on-boarding 
process is carried out 
electronically. Our 
intermediary generates 
a link through which the 
customer can make a 
payment. We also have an 
app, which is linked with 
the intermediary. 
Everything is being 

done online and we 
are not accepting any 
physical applications. All 
clients are transacting 
electronically but there is 
an intermediary to help 
complete the transaction. 
The change is that earlier 
this interaction was 
happening physically 
and now it is carried out 
electronically. This shift 
has led to cost savings. 

  Do you offer direct 
plans on your  
platform?
Choksi: We don’t offer 
direct plans as we don’t 
get paid for it. Direct plans 
are for those who don’t 
want an intermediary. For 
our portfolio management 
services (PMS) products, 
we offer direct plans. We 
have 1500 plus clients for 
our PMS and the ticket 
size is `25 lakh.

  What is the downside 
of going direct?
Desai: The advisors are 
helping those investors 
generate alpha who are 
seeking the advisory route. 
Investors going through 
intermediaries are able to 
get higher returns, as the 
intermediaries help take 
decisions which are not 
based on emotions. The 
role of intermediary will 
never diminish. 

 Neeraj Choksi and Jignesh Desai of NJ Invest, one of India’s largest mutual fund 
distributors, explain to Malini Bhupta why distributors will always be relevant 

Advisors Can Generate Alpha

that as a behavioral 
change. It is convenience 
that the customer is 
seeking. Statistics show 
that majority inflows 
are coming through 
distributors. If you look 
at small investors, the 
SIPs are routed through 
distributors. In any 
market, 10 per cent always 
comes through direct 
route. So, while the direct 
market is growing on one 
hand, the overall market 
is also growing because of 
distributors.
 

  Why are mutual 
funds investing in direct 
channels?
Choksi: The market 
regulator has mandated 
that mutual funds must 
have direct plans. Also, the 
expense ratio should be 
lower for such plans. The 
change that has occurred 

INTERvIEw

neeraj ChokSi & jigneSh deSai 
Founders, NJ India Invest 
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Name of Intermediary: Unovest
Born in: 2016
Founded by: vipin Khandelwal

Name of Intermediary: Scripbox
Born in: 2012
Founded by: E R Ashok Kumar and 
Sanjiv Singhal

Value Proposition: Offers investors a platform 
to invest in direct plans of mutual funds and receives 
no trail commission from mutual fund investments. 
It has about 3,500 registered users and over `400 
crore of AUM tracked on the platform. Not just that, 
an investor can invest in direct plans of mutual 
funds, do goal-based investing and tracking, and 
seek investment advice and support. The platform 
also offers investors a steady stream of content 
that can help them understand funds and invest 
better so that they can filter out the noise and take 
a more long-term approach to investing. Unovest’s 
approach is all about helping the investors take 
informed decisions so that they can attain their 
financial goals.

Products and Advisory Charges:  
The platform offers three solutions. It has a Do-It-
Yourself (DIY) model, where an investor can pay the 
platform `2,000 a year and invest as many times 
in different funds. For a one-time view or advice on 
funds selection, it charges `4,000. And for `20,000 
a year, it offers personal advisory services.

Value Proposition: Scripbox, an online investment 
platform, helps individuals invest by narrowing down 
the choice of funds using its proprietary algorithm. The 
platform has 4,00,000 users on its platform who have 
invested over `650 crore so far. The users are from 1050 
top cities in India. The platform has more than doubled its 
subscriber base in the last 18 months alone. The platform 
has already clocked over 1.1 million investments till date. 
And more than 70 per cent of its investor base constitutes 
first-time investors from small towns. 

Products and Advisory Charges:  
The investment platform offers only regular plans, as 
it helps investors select the best funds from more than 
8000 schemes that are currently available. The platform 
uses its own proprietary algorithm to narrow down funds 
to just 10 in four categories —  Long Term, Short Term, Tax 
Saving and Any Time Cash. The process of selecting funds 
is scientific and has no commission bias. It also offers 
features like tax-efficient rebalancing, which was earlier 
available only to high net worth individuals. Scripbox 
tracks performance of funds and helps the investor churn 
out the funds into better performing funds. Supports 
clients through emails and web chats. The platform 
claims it is adding value and, therefore, is justified in 
charging that one per cent extra commission.

physical distribution is finding it hard to 
justify their charges. And in india we don’t 
believe in paying for advice. At scripbox, we 
not only solve a problem but also value and 
offer automatic rebalancing to investors, 
if the funds are not performing well. Direct 
plans are for high net worth individuals

AShOK KUMAR

With unovest, investors can 
achieve alpha with low cost, low 
risk and low churn investment 
advice and unlimited support. 
this can make a difference and 
give a boost to the power of 
compounding

vIPIN 
KhANDELwAL

A  H o s t  O f  D i s t r i b u t i o n  M o d e l s  W i t h  Va r y i n g    C h a r ge s  A r e  N o w  Ava i l a b le  To I n ve s to r s
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Name of Intermediary: Clearfunds
Born in: 2016
Founded by: Kunal Bajaj and  
Sarosh Irani

Name of Intermediary: Policybazaar
Born in: 2008
Founded by: Yashish Dahiya and  
Alok Bansal

Value Proposition: A direct-only mutual fund 
distribution portal, Clearfunds now boasts of a 
base of 10,000 customers across 650 cities who do 
not have to pay any commission on mutual fund 
investments made. The average investment per 
customer stands at `1.5 lakh.  Customer registrations 
are growing at approximately 55 per cent every 
quarter. To help them zero in on the best suited 
schemes, the website displays Morningstar ratings 
for the funds, in addition to a list of recommended 
funds. It also offers online chat facilities to assist 
them during the process. This facility can be tapped 
to seek advice and raise service requests.

Products and Advisory Charges:  
The portal charges a flat fee of `199 each time a 
customer makes a one-time investment, or starts a 
systematic investment plan (SIP).

Value Proposition: The first mover in the online 
insurance aggregator space, Policybazaar has now 
become a widely recognised brand, thanks to a broad 
range of insurance products on offer in addition to 
growing visibility in the television and online promotion 
space. It has successfully fed off the growth in the online 
term and motor cover segments, tapping tech-savvy 
insurance-seekers looking for transparency and ease of 
operation. As a result, its market share in online business 
stands at 50 per cent. It has started offering online Ulips 
through exclusive tie-ups with life insurers. 

The portal has come a long way since inception—
from 1.8 lakh visitors in 2008, the traffic to the portal 
has now grown to over 80 million visitors a year. 
According to Policybazaar, it is recording over 1.5 lakh 
sales transactions a month and growth of 100 per cent 
on a year-on-year basis. It aims to achieve its target of 
collecting `2,000 crore insurance premium in the current 
financial year.

Products and Advisory Charges: Charges and 
commission vary as per the plan and product category. 
For instance, in case of Edelweiss Tokio Life’s online 
Ulip, the premium allocation charges, which essentially 
represent commissions paid, are nil.

We as a company may not be earning 
through first sales of online ulips but 
as the customer choices will evolve, 
we will become the first choice for all 
insurance needs

YAShISh DAhIYA

the fulfilment cost for an online transaction 
remains the same, whether the customer is 
investing `10,000 or `1 crore. As long as we 
can deliver this at an exceptionally low fee, 
and yet make a healthy margin to be able 
to continually improve our services, we can 
make investing in a direct plan affordable 
for everyone

KUNAL BAJAJ

A  H o s t  O f  D i s t r i b u t i o n  M o d e l s  W i t h  Va r y i n g    C h a r ge s  A r e  N o w  Ava i l a b le  To I n ve s to r s
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Investor  
Which is the 
best fund to 

invest in?

Investor  
Which is the best 
fund to invest in?

Distributor 
I’m sorry, but I 

can’t tell  
you that.

Financial  
Advisor 

I can tell you  
that, but I can’t  

sell you that. 

In a country where a mere 10 
per cent of the population 
invests in the equity market, 
rampant mis-selling of 

financial products to investors 
who are already risk-averse, can 
be a growth dampener to the 
entire industry. A wrong financial 
product can cause a huge dent in the 
investor’s faith in capital markets.

Mis-selling is attributed to the 
industry’s commissions-driven 
way of doing business. Financial 
advisors and distributors are known 
to recommend products with higher 
commission, instead of, offering 
something that suit their clients.

To prevent conflict of interest in 
future, the Securities and Exchange 
Board of India (SEBI) had revised 
the 2016 Investment Advisers 
Regulations. This month, it released 
yet another consultation paper.

Advise, don’t sell
The latest paper suggests that 
registered investment advisors shall 
not provide distribution services 
directly or through their immediate 
relatives. Similarly, registered 
distributors shall not provide 
investment advice on any financial 
product directly, or through their 
immediate relatives. 

At the institutional level, banks, 
non-banking financial corporations, 
limited liability partnerships 
and firms that wish to register as 
investment advisors shall not offer 
any distribution services directly 
or through their holding company, 
associate or subsidiary. Institutional 
distributors will not be allowed to 
provide investment advice directly 
or through holding company, 
associate or subsidiary.

The regulator has defined an 

associate company as an entity in 
which the body corporate or its 
director or partner holds, either 
individually or collectively, more 
than 15 per cent of paid-up equity 
share capital or partnership interest.

Individuals and institutions that 
offer both advisory and distribution 
services shall be required to choose 
between the two before 31 March 
2019. From 2020, any person, 
including their relatives or holding/
subsidiary/associate entity, shall 
offer either investment advice or 
distribution services.

The paper also proposes to allow 
distributors to explain product 
features to clients according to the 
principle of ‘appropriateness’—
which is selling a product best suited 
to the client. Distributors will be 
required to disclose the mutual 
funds they are affiliated with.

Time To Pay For Investment Advice
Mutual fund’s distribution and advisory role should be separated,  

says a SEBI report. By Juhi Kapoor

Illustration by: Mohan sharMa
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Impact on the Industry
Distributors Advisors Investors

 Increased compliance 
and paperwork

 Difficult to scale 
business

 Probable rise in direct 
plans could lead to  
loss of business

 Increase in 
transparency could 
reduce trust deficit

 Will face difficulty in 
scaling business as 
most Indian investors 
are still reluctant to 
pay only for advice.

 Upon conversion to 
only advisory business, 
they may lose out on 
trailing and upfront 
commissions.

 Won’t be able to access 
advice and products 
under one roof

 Cost of investment 
may increase as 
investors may end 
up paying both 
commissions and  
fees to invest in a 
single scheme

Mixed reactions
SEBI’s  suggestions have received 
mixed responses. Some believe 
that the proposed changes will act 
against investor interest, others have 
adopted a more neutral stance.

“The proposed regulations will 
harm investors as they rely on 
distributors to recommend products. 
There can be no sale of a mutual fund 
product by a distributor without 
some element of advice,” said Dhruv 
Mehta, chairman of Foundation of 
Independent Financial Advisors.

The proposed regulations will 
increase paperwork, decrease 
efficiency and will add to costs. 
Distributors will have to maintain 
disclosure records liable to possible 
audit, according to Akhil Chaturvedi, 
executive vice president and head 
of sales and distribution at Motilal 
Oswal Asset Management Company.

Moreover, investors won’t be 
able to access financial advice and 
products under one roof unless 
they come from corporate advisory 
entities, in turn hurting small-time 
distributors. A typical mutual fund 
value chain relies on its distribution 
partners. The sales force of an 
asset management company builds 
partnerships with large distributors 
who acquire investors. This network 
will get dislocated.

“We are in an industry, which has 
not been able to penetrate as much, 
with two crore unique investors in 
a population of 130 crore people. 
It’s difficult to visualise how the 
industry will expand in the absence 
of a vibrant distributor network,” 
Chaturvedi added.

 A zero-sum game
Shifting from a commission-based 
to a fee-based model is expected to 
be challenging for financial advisors. 
The only way a financial advisor can 
make money is by eating into the 
customer’s returns. “Indian investors 
are often reluctant to pay advisory 
fees. It will take time before they  
get comfortable with the idea,”  
said one distributor.

As mis-selling is often attributed 
to the industry’s mis-aligned 
incentive structure, stakeholders 
believe that the industry’s 
variable pay structure needs to be 
transformed to suit the investors’ 
interest. “The focus should be on 
improving education standards. 
Professional courses like CFP 
(Certified Financial Planner) should 
be encouraged, so that distributors 
are trained to offer financial 
solutions,” said Chaturvedi.

If you’re an investor
You should know that your  

current financial advisor or agent 
may not be able to continue offering 
advice and products at the same 
time, unless you are dealing with 
a corporate advisor or financial 
institutions, such as, banks, non-
banking financial companies and 
corporate advisors.

  If you believe you can manage 
your investments without external 
advice, then consider investing 
in mutual fund schemes’ direct 
plans through asset management 
companies (AMC) online modes.  
The investment process can  
be wearisome.

  If your portfolio is large, and if 
you require a person to execute 
your investment transactions and 
handle paperwork, then consider 
purchasing your products directly 
through a distributor. A distributor 
is required to disclose the details of 
his commission structure from asset 
management companies. This way, 
you can check for conflict of interest 
before choosing your mutual fund 
schemes.

  For advice, visit a registered 
advisor who will gauge your 
risk profile and life goals before 
recommending a financial plan.

  When browsing websites, ask 
a financial planner for a detailed 
break-up of their charges and look 
for their official qualifications. 

olmdesk@outlookindia.com 

 Registered advisors or their immediate relatives, holding companies, associates, 
and subsidiaries shall not distribute financial products

 Registered distributors or their immediate relatives, holding companies, 
associates, and subsidiaries shall not dispense financial advice apart from 
following the principle of appropriateness while offering basic product information 

 Individuals and institutions offering both investment and distribution services 
shall choose between the two before March 31, 2019

Segregating sales and advice?
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Cover Story

Vineet ArorA
MD and CEO,  
Aegon Life India

Aegon’s  business model has been transformed by selecting a distribution 
model that is customer-led and leverages technology

direct-to-customer channel was present, 
we introduced our own relationship 
managers to service them seamlessly. 
Our constant endeavour is to facilitate a 
smooth journey, be it with an easier-to-
navigate website or by empowering our 
offline sales with digital tools.

Our transition was propelled by 
co-creation. Vision and values formed 
the foundation of how to achieve our 
strategic imperatives. Here’s what that 
achieves: customers are empowered to 
make their own choices. They can buy 
online or choose to meet a relationship 
manager in person. 

Our customers are happy with our 
strategic shift. We are seen as a new-age, 
digitally powered life insurance company. 
Most importantly, the initiatives we 
undertake are driven by customer insights 
using design-thinking principles. 

Customers are looped in on all 
communication in a transparent manner. 
During the transition, we moved out of 
some locations where we had branch 
presence, but kept our communication 
proactive and ensured that we responded 
to all their queries and concerns to  
their satisfaction. 

How do we know our customers like 
what we have done? Look at our net 
promoter score (NPS), a measure of 
customer loyalty between -100 (where 
all customers are detractors) to +100 
(where all customers are promoters). It’s 
a metric adopted by two-thirds of the 
Fortune 500 companies globally. Aegon 
Life scores +46 per cent, on a scale where 
+50 per cent is considered excellent.

It’s a popular myth that insurance 
cannot be sold online; by choosing a 
distribution model that is customer-led 
and leverages digital technology, we have 
laid that myth to rest. 

W
hen customer expectations 
evolve as fast as digital 
technology does, companies 

have to respond quickly or lose their 
competitive edge. That means creating 
and adopting a digitally-enabled 
business model, which allow us to service 
customers the way they want—whether 
it is online or offline.

That makes our “customer first” 
strategy, powered by technology, the 
appropriate one. Surveys clearly indicate 
that with the increase in the number of 
smartphones, the number of internet 
users is also growing exponentially. 
Surveys suggest that there were over 460 
million internet users in India in June 2017, 
and that number is growing at 35 per 
cent annually. 

Changing customer behaviour, where 
customers want to make their own 
choices through digital empowerment, 

combined with a 92 per cent life 
insurance protection gap, there is a 
huge opportunity in going directly to the 
customer. So, we did. 

The transition phase had many 
elements, beginning with aligning the 
organisation’s structure to the direct-
to-customer strategy. Then, we built the 
relevant capabilities and incubated a 
culture that also aligns to the strategy. 
It is a journey, and it is ongoing, because 
culture and capabilities also evolve as 
we grow. 

During the transition, we stayed 
connected to customers with meaningful 
initiatives like ‘iWill’, where they could 
create their Wills in a document we 
provide, and ‘iCare’, which served like a 
one-stop financial information repository 
for use by family members or the 
nominee in case of any eventuality. 

The transition was made easier 
because of the deep understanding 
of the online protection business. 
Aegon Life is the pioneer in the online 
protection space; we launched our 
first online protection product in 2009. 
Hence, we could digitise the journey for 
the customers with much ease, reduce 
bottlenecks and create seamless process 
for issuance. 

A big part of the life insurance 
business is also about claim settlement. 
Thinking about our strategy from an 
outside-in perspective places customers 
at the centre of our universe.

Our claim settlement ratio has been 
growing steadily and is at a high of 97 per 
cent. This is a reflection of how reaching 
out directly to consumers impact the 
quality of business. 

We assigned specific points of 
contact (SPOCs) to engage with our 
customers. For locations where our 

It’s A Popular Myth That Insurance 
Products Cannot Be Sold Online
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When it 
comes to 
financial 
products, 

adopting a herd mentality 
can be dangerous. This is 
because no two individuals 
are the same, and specific 
financial goals warrant 
customized solutions. 
However, some financial 
planners overlook the 
many benefits of ULIPs 
(Unit Linked Insurance 
Plans). 

While not all their 
concerns are misplaced, 
the new-age ULIPs have 
adequately addressed 
challenges, especially 
those regarding pricing 
and transparency.

ULIPs use a part of 
your premium towards 
life insurance cover, while 
the rest is invested in 
the market. In addition, 
ULIPs offer benefits 
like comprehensive life 
cover, multiple fund 
options based on your 
risk appetite, a maturity 
benefit, and partial 
withdrawals.

One of the major 
transformation in ULIPs 
is the introduction of 
multiple investment 
strategies. Based on 
your financial goal and 
milestones, you can 

ULIPs – TUrnIng Over A new LeAf!
ULIPs are perhaps one of the most evolved insurance products in the Indian 
market. Yet, they have been one of the most debated personal finance ideas

now opt for features like 
systematic investment 
plans, systematic transfer 
plans and systematic 
withdrawal options.

ULIPs are for Everybody
ULIPs are the only 
insurance products where 
investor can modify 
their existing as well 
as future investments 
based on their current 
risk appetite. Since most 
ULIPs allow investors to 
choose between five to six 
fund types with varying 
degrees of risk (from 
very high to low), there is 
something for everybody. 
You can even choose a 
combination of various 
funds. 

For example, if you are 
a conservative investor, 
you can consider putting 
70% of your investment 
in a low risk fund, while 
allocating 30% into an 
equity fund that can give 
you higher returns. This 
way, your cumulative 
returns can be higher.

ULIPs can generate 
high to moderate 
returns, depending on 
the performance of the 
underlying assets.

ULIPs today have come 
a long way to become a 
versatile, transparent, 

and cost-effective 
financial planning and 
protection tool. In fact, 
these are feature-rich 
and comprehensive 

insurance products that 
offer a lot more choices 
and flexibility and 
certainly deserve a fresh 
perspective. 

This is a Media Marketing Initiative and the opinion expressed in this article is not endorsed by Outlook Money Editorial.

Disclaimer

Things to Keep In Mind

Staying invested for a longer term allows your 
portfolio to gain from compounding

ULIPs are a great tool for disciplined saving

In case of child plans, do not forget to opt for the 
inbuilt waiver-of-premium benefits

ULIPs have a minimum lock-in period of 5 years.
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Stock Pick 

At a time when some of 
the biggest steel compa-
nies are facing insolvency 
proceedings, brokerages 

have been eager to give ‘buy’ calls on 
JSW Steel.  A Goldman Sachs report 
notes that the steel sector is in the 
middle of a multi-year upcycle, 
driven by higher spreads, rising 
domestic capacity utilisation and 
improved iron ore supply. 

JSW Steel has seven manufactur-
ing plants across India and has a 
global footprint in over 100 coun-
tries. Its production capacity stands 
at 18 million tonnes. With a positive 
demand from international markets, 
it is set to increase exports, which 
saw a 33 per cent quarter-on-quarter 
growth. The company’s value added 
and special products (VASP) and 
special products sales grew by 17 per 
cent year-on-year owing to its focus 
on a diverse product mix.

JSW Steel
x CMP: 278.8  x PE: 21.83

Capex to drive 
expansion
Rising steel demand and stable ore prices 
are pushing growth, says HIMALI PATEL 

*As on 22 Jan 18

Financial performance
For the second quarter of the finan-
cial year 2017-18, the company’s 
consolidated debt stood at `42,764 
crore, which is lower than its first 
quarter. The company’s debt-to-
equity improved 1.87x. It announced 
an approximate capital expenditure 
of `26,800 crore in 2017, which 
would expand its overall capacity 
to 23 million tonnes per annum by 
March 2020. Driven by domestic 
demand and favourable international 
markets, it has achieved the highest 
ever consolidated saleable steel sales 
of 3.96 million tonnes in the second 
quarter of FY2018.  

On the flipside, operational per-
formance was subdued on the back 
of lower-than-anticipated realisa-
tion. “We expect the realisation to 
increase in the backdrop of firm 
domestic steel prices,” says ICICI Di-
rect. “We model EBITDA/tonne of 

`8,000/tonne for FY2018 estimates 
(revised downward from `8,250/
tonne earlier) and `9,000/tonne for 
FY2019 estimates (up from `8,500/
tonne earlier),” the report says. 

The company will gain from 
stable raw material prices.  
“We prefer this low-cost convertor, 
with no raw material integration, on 
robust margins/free cash genera-
tion, and top quartile RoE (return 
on equity). We are 15 per cent above 
Bloomberg consensus on FY2020 
estimates EBITDA driven by higher 
margins,” according to Goldman 
Sachs report.

For crude steel output and steel 
sales, JSW Steel’s management is tar-
geting 16.5 million tonnes and 15.5 
million tonnes, respectively. Sales 
volume is projected to grow by 5 per 
cent in the current financial year. 
This reinforces the faith the street 
has in the stock. 

Why Buy?
n  The company will benefit from 
rising demand in construction and 
infrastructure sectors
n  Healthy demand from 
international markets to boost 
exports, which are 33% in Q2

Watch Out For
n  International price fluctuations   
may affect margin
n  Higher raw material costs can lead 
to lower margins

Financials

FY15 FY15 

OP: Operating profit; PAT: Profit after tax;  
EPS: Earnings per share

Net sales (` crore)

41546.17
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PAT (` crore)
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EPS (`)OP (` crore)
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A company’s business 
model is often a key 
indicator of how it 
is positioned in the 

market. Persistent Systems (PSL), a 
Pune-based mid-cap IT company, is 
one such company. It shifted from 
its traditional effort-based billing 
business model, of charging on an 
hourly rate to software engineers, 
to a software-driven business model 
based on enterprise digital transfor-
mation (EDT). 

Founded in 1990, PSL started 
out with a software vendor-centric 
legacy to build its outsourced prod-
uct development businesses. It has, 
however, shifted its focus towards 
digital services and intellectual 
property-led business, with services 
forming 74 per cent of its revenue in 
the second 2018 quarter.

The balance has tilted in favour 
of PSL, driven by its other  business 

Persistent Systems
x CMP: 789.35    x PE: 20.90

Digitisation is key
to innovation
Strategic collaborations and acquisition are 
charting revenue growth, says HIMALI PATEL

*As on 22 Jan 18

units, including Alliance and Acce-
lerite, which focuses on data, digital 
and IoT (Internet of things). 

Financial performance
PSL has been aggressive on the col-
laboration and acquisition front. In 
2016, it collaborated with IBM to 
pursue a combined IoT strategy on 
IBM’s Watson platform for engineer-
ing solutions. In July 2017,  it bought 
PARX, a salesforce platinum consult-
ing partner in the DACH market.  

PSL reported $11.5 million 
revenue from its IoT partnership 
with IBM, similar to the first 2018 
quarter. Total revenue from this 
partnership grew 4.4 per cent year-
on-year over the first half, points out 
brokerage JM Financial Institutional 
Securities. Despite the low revenue 
growth, the management expects a 
double-digit growth on expectations 
of a strong third quarter in 2018.

Net profit and revenue clocked 
a double-digit CAGR of 13 per cent 
and 22 per cent, respectively, over 
the FY12-17. This is also the period 
when big IT services companies 
started seing growth challenges.  For 
the second quarter of the year, the 
company’s consolidated revenues 
witnessed 4.5 per cent quarter-
on-quarter growth. The EBITDA 
margin is expected to improve with 
revenue from IP in the third quarter, 
despite a wage hike from October 
2017. The wage hike is expected to 
impact  margin by150-200 bps says 
ICICI Direct.

In terms of valuation, rupee rev-
enue and profit after tax are estimat-
ed to grow at 11 per cent and 13.2 
per cent CAGR, respectively, over 
2017-2019, with an average EBITDA 
margin of 16 per cent.  ICICI Direct 
and Motilal Oswal Securities have a 
‘buy’ call on the stock. 

Why Buy?
n  Consistent growth across its service 
and IPs-led units
n  Its digital transformation market 
share is set to expand
n  High profile clients: IBM, Oracle, Dell, 
Microsoft, Cisco, etc.

Watch Out For
n  Disruptions in the digital segment 
n  Strong rupee v/s dollar; PSL draws 
revenue in foreign currency, but 
expenses are incurred in rupee 

Financials

FY15 FY15 

OP: Operating profit; PAT: Profit after tax;  
EPS: Earnings per share

Net sales (` crore)

2312.331

1891.252

PAT (` crore)

301.465

277.299

EPS (`)OP (` crore)

561.192

468.796

FY17 FY17 

FY17 FY17 

FY16 FY16 

FY16 FY16 

FY15 FY15 

2878.439

290.631

484.162

Graphics: Praveen Kumar .G
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public capex or goes for populist 
measures.

We believe that fiscal deficit 
comes with its share of negative 
externalities. However, in the present 
context of India, some amount of 
deficit financing could support 
recovery. If the deficit is due to higher 
capital expenditure, it will go a long 
way in supporting growth and should 
not be seen as negative.

The threat that looms large is the 
possibility of imposing long-term 
capital gains tax or increasing the 
minimum holding period from the 
current one year. Negative events 
and resultant volatility are part 
and parcel of the market. If any 
corrections arise, it should be used 
for accumulating quality stocks.

Corporate tax for financial year 
2019 will be another important thing 
to watch out for. Reduction in tax 
rate will boost corporate earnings.

An important event lined up 
on February 7 is the Reserve Bank 
of India (RBI) policy meet. We see 
little scope for the central bank to 
reduce policy rate from the current 
6 per cent levels in the light of recent 
developments like higher domestic 
inflation, possibility of fiscal slippages 
and likely reduction in the monetary 
policy accommodation by global 
central banks.

Overall, we continue to be positive 
on Indian equity market from two  
to three years’ perspective. It’s time  
to increase allocation to equities as 
an asset class and participate in the 
wealth creation opportunity.  

It is time to increase allocation towards 
equities as an asset class

Budget 2018: Corporates 
Will Gain From Tax Cut

After stupendous gains in 
2017, we expect returns 
to sober down in the 
coming months. On the 

positive side, we expect some of the 
laggards of last year to lead the rally. 
Changing macro environment and 
business conditions would result in 
the emergence of new leaders of the 
rally in the Indian equity market.

Though we continue to retain 
our faith in investment themes with 
multi-year growth story such as 
financialisation and formalisation, 
we expect some of these new leaders 
to emerge and outperform in 2018. 
These include large-cap index stocks, 
which are witnessing significant 
improvement in their fortunes and 
would outperform the benchmark 
indices (Bharti Airtel, ONGC and 
SBI), rural and semi-urban demand-
driven companies, and mid-cap 
infrastructure companies.

Earnings revival will hold the 
key as there is limited scope for 
PE expansion, given that Sensex is 
trading at 18x-18.5x its one-year 
forward earnings and is clearly 
expensive. We believe the revival 
in earnings growth is likely to be 
based on three pillars: pickup in 
consumer demand - both urban 
and rural as GST impact eases out 
and the government takes steps to 
ease rural stress, improvement in 
exports, driven by revival in global 
economic growth outlook, and 
normalisation of earnings across key 
sectors from a low base. Earnings 
growth would normalise in some 

We continue to be 
positive on Indian equity 

market from two to three 
years’ perspective

of the heavyweight sectors such as 
banks (especially corporate lenders 
like ICICI Bank, Axis Bank, SBI 
and BoB), telecom, energy (high 
crude oil realisations) and auto 
(two-wheelers and farm equipment), 
along with continued uptrend in 
consumer goods, metals and other 
commodity stocks.

Another key factor likely to 
have some bearing on stock market 
is the Union Budget on February 
1. The BJP government’s narrow 
margin win in Gujarat, largely due 
to rural distress, has set alarm 
bells ringing for the government. 
It is likely to result in pro-growth 
and employment orientation, with 
special focus on rural and middle 
income groups and emphasis 
on doubling of farm income, job 
creation, increased disposable 
income and housing for all. 
Companies like Hero Moto, Maruti, 
Dabur, Emami, Marico, Relaxo, 
Bata India are some stocks from our 
universe that can benefit. Since this 
is the National Democratic Alliance 
(NDA) government’s last full-fledged 
Budget before the 2019 general 
elections, it will be important to 
see whether the government seeks 
to consolidate fiscal deficit while 
boosting growth by encouraging 

Market Outlook

Jaideep arOra
CEO, Sharekhan
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Foodies will delight in discovering the history behind the wonderful cuisines in 
this country and the techniques employed to create exquisite dishes. Explore the 
tantalising flavours of cuisines ranging from Mughlai and Awadhi to Chettinad and 
Malabar. Hunt down hole-in-the-wall eateries to fancy restaurants offering these 
delectable cuisines with the help of the food trails written by avid gastronomes.

An adventure for 
your tastebuds
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Disclaimer

Average Eff Duration  -
Average Eff Maturity  2.4
Average Coupon  7.9
Average Price  -
Average Credit Quality  AAA

Fixed-Income Stats

Kotak Bond Short Term

The fund is managed by Deepak 
Agrawal who has been with Kotak 

Asset Management Company (AMC) for 
more than 15 years now. Agrawal, has a 
flair for managing credit strategies.

The fund’s portfolio stands out for 
its conservative investment approach. 
In line with positioning of the fund as a 
short-term offering, the manager tries 
to maintain portfolio duration between 
one to three years and has adhered 
to the investment mandate. The fund 
invests in corporate bonds, G Sec/SDLs 
and money market instruments. It aims 
to keep 75-80 per cent of its assets in 
AAA corporate bonds and invests in 
quality names with strong parentage.

The process is research-based with 
an emphasis on safety and liquidity. 
The fund is more focused towards 
taking small duration bets and invests 

Investment Strategy

Trailing Returns

Data Point: Return Calculation Benchmark: None

2017 1 Year 3 Years 5 Years 10 Years

Kotak Bond S/T Reg Gr 5.41 5.41 7.70 8.11 8.19

India Fund Short-Term Bond 4.91 4.91 6.68 7.19 7.18

Morningstar Category  India Fund 
Short-Term Bond

Fund Size (`) 102 billion
Inception Date  5/2/2002
Annual Report Net Expense Ratio  0.50
Morningstar Rating Overall  ****
Manager Name  Deepak Agrawal
Minimum Investment  5,000
Morningstar Analyst Rating     Bronze

Fund Snapshot 

Top Holdings
Portfolio 

Weighting 
(%)

7.68% Govt Stock 2023 5.77
ONGC Mangalore 
Petrochemicals Limited 4.62

National Bank For Agriculture 
And Rural Development 4.02

Mahindra & Mahindra 
Financial Services Ltd 3.39

Power Finance Corporation Ltd. 3.25

LIC Housing Finance Limited 3.02
Mahindra & Mahindra 
Financial Services Ltd 2.94

Reliance Industries Limited 2.93

Reliance Jio Infocomm Limited 2.83

Reliance Jio Infocomm Limited 2.65

primarily in high quality credits. Though 
the manager doesn’t shy away from 
taking tactical calls, but a larger portion 
of the portfolio is held till maturity. The 
manager constructs the portfolio where 
75-90 per cent of the duration held is 
invested in instruments with less than 
6 months of maturity. He also avoids 
investing more than 20 per cent of its 
assets in corporate bonds above three 
years of maturity. On the tactical front, 
he takes an exposure in G Sec when he 
has a positive view on interest rates. 
The manager has been maintaining 
15-20 per cent allocation in G Sec and 
SDLs mainly toward low to medium-
end of the curve.

Overall, the strategy is a great option 
for investors looking for relatively stable 
fixed income returns with a one to three 
year investment horizon.

Fixed Income Style Box

Ltd Mod Ext
Low

Med

High

Calculation Benchmark: None
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DSP BlackRock Small and Midcap

Portfolio 
Date: 

11/30/2017

Basic Materials  20.0
Consumer Cyclical  27.2
Financial Services  23.3
Real Estate  0.0
Consumer Defensive  2.3
Healthcare  8.2
Utilities  1.6
Communication Services  0.0
Energy  1.2
Industrials  7.9
Technology  8.2
Total  100.0

Data Source: Morningstar India

Equity 
Sectors

Vinit Sambre is a proficient 
manager with 15 years experience 

in equity research and fund 
management, particularly in the 
small and mid-cap space. Sambre 
has been co-managing this fund 
since 2010 and took over as the lead 
manager in 2015.

Sambre predominantly invests 
in small and midcap stocks, which 
comprise 75-80 per cent of the 
portfolio. He buys into growth-
oriented quality stocks and stays 
invested for the long haul. He 
scouts for companies that have 
sustainable competitive advantages 
over their peers and dominant 
market shares in their industries. He 
also tracks company management 
decisions to see how they pan out. 
This is followed by meetings with 
company management. He invests 
only when he is comfortable with 
the management’s assumptions, 
forecasts and its capabilities.

Manager Biography and Fund Strategy

Trailing Returns

Data Point: Return Calculation Benchmark: S&P BSE Midcap INR

2017 1 Year 3 Years 5 Years 10 Years

DSP BlackRock Small and 
Midcap Reg Gr 39.80 39.80 18.67 23.70 13.68

S&P BSE Midcap INR 48.13 48.13 19.77 20.17 6.17

Average 31.88 31.88 11.02 14.90 7.15

Morningstar Category  India Fund 
Small/Mid-Cap

Fund Size (`) 51 billion
Inception Date  11/14/2006
Annual Report Net Expense Ratio  2.50
Morningstar Rating Overall  ***
Manager Name  Vinit Sambre
Minimum Investment  1000
Morningstar Analyst Rating     Silver

Fund Snapshot 

Top Holdings
Portfolio 

Weighting 
(%)

Exide Industries Ltd 3.59

The Federal Bank Ltd 3.55

Ashok Leyland Ltd 3.48

SRF Ltd 3.12

Sterlite Technologies Ltd 3.04
PI Industries Ltd 3.03
Techno Electric & Engineering 
Co Ltd 2.85

Atul Ltd 2.64

Finolex Cables Ltd 2.56

Edelweiss Financial Services Ltd 2.54

Sambre is valuation-conscious 
but does not mind paying a premium 
for a company if it satisfies all of 
his investment criteria. He looks at 
quantitative parameters such as 
ROE, ROCE, P/E and P/BV vis-à-vis 
the intrinsic growth prospects of the 
company. He also invests a portion 
of the portfolio in companies trading 
well below their book values, which 
constitute his value picks. Here, he 
looks for companies that are affected 
by poor market conditions and 
macroeconomic scenarios rather than 
deteriorating fundamentals.. Given the 
bias for small/mid-cap stocks, Sambre 
adopts a buy-and-hold approach 
while constructing the portfolio.

We think Sambre is amongst the 
best small/mid cap managers and is 
ably supported by a strong research 
setup. Investors should look at buying 
this fund with a seven to ten year time 
horizon, as small and mid cap stocks 
can be volatile in the short-term.

Calculation Benchmark: S&P BSE Midcap INR
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Prashant Jain is an extremely skilled 
and experienced investor with 

20+ years experience in portfolio 
management. He is amongst the best 
portfolio managers in the country.

The fund predominantly invests 
into large cap stocks with long-term 
orientation. Jain effortlessly combines 
top-down and bottom-up analysis 
(with more emphasis on the latter) to 
identify quality companies with robust 
business models, clean balance sheets 
and competitive strengths. He pays 
heed to valuations while picking stocks, 
freely combining relative and absolute 
valuation methods. The investment 
style can be described broadly as 
growth at a reasonable price.

Jain is mindful of benchmark 
weights and invests almost all of 
the assets in S&P BSE 200 stocks, 
but that is not to suggest that he 
is a closet indexer. Despite largely 
investing in benchmark stocks, he has 

shown immense flair with portfolio 
positioning. His in-depth research 
has given him the confidence to take 
meaningful variances from index 
weights at both stock and sector levels. 
It is noteworthy that over the years, 
Jain has demonstrated considerable 
skill in navigating the fund across 
market conditions and delivered 
pleasing long-term results.

We think the process is strong and 
Jain’s execution has been skilful. The 
valuation consciousness coupled with 
aversion to speculative fare may cause 
the fund to lag peers in momentum-
driven markets. Further, in a downturn, 
Jain’s policy of staying fully invested 
could lead to underperformance versus 
peers that get their cash calls right. 
Overall, we think the fund represents 
one of the better investment 
opportunities available in the large cap 
space and should be a core holding in 
all investors’ portfolio.

Manager Biography and Fund Strategy

Portfolio 
Date: 

12/31/2017

%
Basic Materials  10.2
Consumer Cyclical  4.8
Financial Services  37.0
Real Estate  0.0
Consumer Defensive  4.2
Healthcare  3.6
Utilities  9.0
Communication Services  1.3
Energy  7.2
Industrials  11.0
Technology  11.7
Total  100.0

Trailing Returns

Data Point: Return Calculation Benchmark: S&P BSE 100 India INR

2017 1 Year 3 Years 5 Years 10 Years

HDFC Top 200 Gr 31.97 31.97 10.38 15.44 10.57

S&P BSE 100 India INR 31.52 31.52 9.64 13.04 5.48

Average 31.88 31.88 11.02 14.90 7.15

Calculation Benchmark: S&P BSE 100 India INR
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Top Holdings Portfolio 
Weighting (%)

HDFC Bank Ltd 7.11
ICICI Bank Ltd 6.52
Larsen & Toubro Ltd 6.27
State Bank of India 5.96
Infosys Ltd 5.83
Reliance Industries Ltd 4.86
ITC Ltd 4.21
Housing Development 
Finance Corp Ltd 3.99

Axis Bank Ltd 2.98
Tata Steel Ltd 2.69

Data Source: Morningstar India

Morningstar Category  
Fund Size (`)  158 billion
Inception Date  10/11/1996
Annual Report Net Expense Ratio  2.24
Morningstar Rating Overall   *****
Manager Name  Multiple
Minimum Investment (`)  5,000
Morningstar Analyst Rating  Gold

Fund Snapshot 

India Fund Large-Cap

Equity 
Sectors



Reinvestment Risk: 
How To Buckle It

In 2002, Mr Iyer decided to take voluntary 
retirement. Still in his early 50s, and a banker 
with a public sector bank, he first calculated how 
much he needed for his monthly expenses. He also 

budgeted other expenses like healthcare and costs of 
his daughter’s higher education. Being an experienced 
banker, he was meticulous with numbers. He decided to 
invest in a fixed deposit and in bonds. 

Iyer’s fixed deposit was for five years while the 
bonds were of 10 years. With more than two-and-a-
half decades of banking experience, his planning was 
thorough. After all, he had been familiar with both 
interest rate movements and corresponding inflation. 

About five years into his retirement, he, however, 
started feeling the pinch. When his fixed deposit 
matured, he renewed it for another five years. But 
as interest rates dropped, he started earning less. 
Meanwhile, cost of living kept going up. He managed to 
somehow stick to this plan for another three years, but 
his capital soon started eroding. As a banker, he knew 
that was not a good sign. 

While his bonds were earning a higher rate of interest, 
the returns on newer bonds in the market were much 
lower. This meant that when his bonds mature, new 
investments would offer lower interest.

Mr Iyer knew that it was time to explore other 
opportunities as his income from interest will not be 
sufficient to meet his needs. By now, he was already 

in his early sixties, and had no medical 
liabilities. While he understood risk 
as a banker, he ignored to look into 
reinvestment risk. This is a typical 
problem with many of us. 

To meet any kind of long-term regular 
income requirement, investing in fixed 
interest investments have inherited risk. 
When fixed deposits and bonds mature, 
there is a possibility that interest rates 
have gone down and, renewed interest 
earning could be lower compared to 
earlier earning. 

Always factor in reinvestment risk 
while investing in fixed deposit, bonds, 
etc. Risk here means that eventuality may 

or may not happen. This, however, does not mean that 
when a fixed deposit or bond matures, interest earned 
on renewed fixed deposit or bond will be lesser than the 
older one. But there is a possibility that it may happen.

How to deal with risk?
For long-term regular income, avoid investing only in 
fixed deposits or bonds. Instead, invest a small portion 
in equity or gold. One can invest directly or through a 
mutual fund. That small portion will be able to generate 
higher returns and ensure appreciation in capital. 

Another strategy to ensure while investing in fixed 
deposit and bonds is to have different maturity periods. 
That is, if you have `10 lakh to invest, instead of 
investing all of them in a five-year fixed deposit, invest in 
a plan with a staggered maturity period of three, five and  
seven years, based on your fund requirement.

While investing in fixed deposits or bonds for regular 
income, please be careful with reinvestment risk. 

Gaurav Mashruwala 
(Financial Planner & Author 
of Yogic Wealth) 
gmashruwala@gmail.com

When interest rates on fixed deposits slide, consider other 
options like equity and gold to fetch long-term regular income
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Health insurance is a cost-effective risk management tool  
meant for everyone, including people with good health

Rising healthcare costs
Healthcare expenditure is a major 
cost for most Indians today, as 
over 60 per cent of the healthcare 
spending is borne by individuals 
from their own pocket. Financial 
pressure on individuals from such 
expenditure is constantly increasing, 
as a result of the high rate of medical 
inflation in India at 12-15 per cent. 

While the government is 
increasing its spending on public 
health cover and incentivising health 
insurance purchase, individuals have 
to do their bit to safeguard their own 
finances during medical treatment. 
It is indeed the need of the hour, 
even if you are fit with virtually no 
sign or symptom of any ailment. It is 
recommended to sign up for a  
health insurance plan at the earliest, 
so as to safeguard your healthcare 
needs against any unforeseen 
medical emergencies. 

 Out-patient expenses covered
Thanks to regular exercise and 
controlled diet, many individuals 
may be enjoying good health 
but assuming recurring pink of 
health for the rest of their lives is a 
misplaced notion. Health insurance 
has been long sold as a product 
that pays for hospital costs. While 

this reason remains a strong point, 
health insurance comes in quite 
handy even if one is not admitted to 
a hospital or nursing home. Out-
patient bills are also bills and can be 
costly in multi-specialty and super-
specialty healthcare institutions. 
A health insurance policy not only 
pays for in-patient treatment, but 
will also take care of domiciliary 
hospitalisation benefit. This means, 
the insurance company will pay 
for medical treatment for a period 
exceeding three days for illnesses, 
which in the normal course  
require treatment in a hospital but 
actually taken whilst confined at 
home in India.

 The old saying ‘an ounce of 
prevention is worth a pound of 
cure’ could not have been more 
apt. Preventive services, such as, 
routine physicals, immunisations 
and screenings are also included 
in coverage sold in good health 
insurance policies. What’s more? 
These preventive services are 
covered in such health covers 
without you bearing any additional 
out-of-pocket cost, like a pre-defined 
deductible or co-pay. Regular health 
exams and medical tests can aid 
in identifying such problems long 
before they start. They can also help 
in detecting problems early on,  
when your health levels are robust 
and the chances for treatment and 
cure are better.  

 
Affordability not an issue
Affordability is often cited as one of 
the reasons by young and healthy 

If you’re young and healthy, 
you may think you don’t need 
health insurance or that it’s 
expensive, or not worth the 

trouble of going through all the 
documentation. Unfortunately, 
these are among the biggest 
misconceptions about health 
insurance. Evidence shows, by not 
taking health insurance, young and 
healthy families often end up paying 
quite a lot of medical bills out of 
their own pocket. 

The emphasis on staying fit by 
going to the gym and staying in 
shape is welcome in today’s fast-
paced world, but not taking a health 
cover is asking for trouble, especially, 
when you least expect it. In fact, 
health insurance is a cost-effective 
risk management tool that should 
be used smartly by young persons 
possessing good health.

Going To Gym Is Good, But Buying 
Health Insurance Is Better

Newly married couples 
with double-income can 

easily invest `100/day for 
health insurance

RAjiv KumAR, 
Managing Director and Chief 
Executive Officer,  Universal 
Sompo General Insurance
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For young and healthy buyers
A healthy individual is a low-risk 
customer for insurers. Insurers will 
compete to get such an individual. 
Because the customer is healthy, 
they can avail variety of benefits 
from insurers, such as, better 
premium rates, no-claim bonus, 
restoration benefits, etc. Your health 
today may be perfect, but ailments 
10-15 years down the line can strike 
you too. This is where a health 
insurance cover that was taken, 
when you were young, shows its 
high utility and usefulness. 

 Let us look at examples of how 
health insurance can be an extremely 
cost-effective risk mitigation tool for 
the young healthy individuals and 
their families in the long-term.

 First, healthy individuals with no 
pre-existing diseases or ailments pay 
lower premiums. An individual with 
diseases can get a health cover, but 
the premium may be quite high. On 
the other hand, a healthy individual 
gets richly rewarded for a spotless 
health track-record in an event she/
he falls sick.

 Second, healthy individuals do 
not have to abide by any pre-existing 

disease waiting period, which can 
be as high as two to three years in 
some cases. This means healthy 
individuals can actually use a policy 
almost immediately if their health 
deteriorates tomorrow.

 Third, healthy customers by 
virtue of not using the health cover 
accumulate no-claim bonuses. This 
bonus is vital and is helpful for 
the one time when you may need 
medical treatment. With flexible 
and easy options for individual and 
family floater variants, a healthy 
person can reap rich benefits of 
every penny invested. 

 As healthcare technology 
captures real-time data through slick 
activity-tracker bands worn on your 
wrist, fit and healthy individuals in 
the future can expect great benefits 
when they buy health insurance 
covers. Healthy India is growing 
India. Healthy individuals and their 
families follow a strict regimen 
and take a lot of effort in staying fit 
today. However, human health can 
be fickle and the future is uncertain.

 With a proper and adequate 
health insurance cover, such 
individuals should ring-fence their 
welfare and also regularly stay 
ahead of the curve. No one plans 
to get sick or hurt, but most people 
need medical care at some point. 
Health insurance covers these costs 
and offers many other important 
benefits. Be smart and buy a suitable 
health insurance cover this year. 

couples/families for not purchasing 
any health cover. They argue that 
they can’t afford it because of 
other financial burdens, such as, 
continuing education loans or new 
home loans. Think of a helmet that 
is worn by a rider every time she/he 
drives around. Is the helmet required 
to avoid the fine imposed by traffic 
police personnel? Or, is the helmet 
required for the accident that may 
happen when you are driving for the 
8000th time? 

 For a healthy individual, health 
insurance is a helmet that they must 
always have; costing just `50-100 
per day, health insurance is like a 
long-term investment that healthy 
individuals must opt for. For newly 
married couples with double-
income, living in nuclear family 
structures, a mere `100 per day is 
virtually nothing. Yet, such healthy 
individuals willingly avoid medical 
insurance for as long as possible. The 
day when health takes a wrong turn 
and they need a health cover, by that 
time premiums go up substantially. 

 Along with the medical benefits 
of health insurance, a policy reduces 
your annual income tax liability 
subject to the premium paid for the 
same. In fact, the premium paid for 
not only you and your family but 
also your parents makes you eligible 
for income tax exemption under 
Section 80D of Income Tax Act, 
1961. This makes health covers all 
the more affordable. 

A healthy individual is 
a low-risk customer for 

insurers and will get 
variety of health benefits 

ReAlign your finances to stay on top of your money
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Google Tez mobile app uses 
sound wave technology to 
make payment over smart 
phones easy, says  
Shipra Singh   

Google

Apart from UPI 
based payments, 
Tez features a 
payment option 
called Cash Mode, 

which allows two 
phone users in the 
near vicinity to 
transact money 
without the need of 
sharing their phone 
numbers or bank. 
“We have built 
Cash Mode to make 
digital payments 
as easy as paying 
cash,” says Sujith 
Narayanan, Head  
of Partnerships,  
Tez, Google.

Cash Mode 
functions on Audio 
QR (quick response) 
technology, 
which transmits 
ultrasonic waves 
to communicate 

with devices within 
a suitable range. 
In Cash Mode, two 
mobile phones 
connect with each 
other wirelessly using 
ultrasonic sound, 
explains Yashraj 
Erande, partner 
and managing 
director, The 
Boston Consulting 
Group. “Using the 
ultrasonic sound 
system, the payee’s 
phone identifies the 
recipient through 
sound and permits 
transaction without 
sharing any sensitive 
information like bank 
account details.”

Audio QR Technology

Direct payment 
from bank account 
without an 
intermediary

Cash Mode  
makes digital 
payment as easy 
as paying cash

Google Tez is a stand-alone mobile 
payments app based on the 

Unified Payments Interface (UPI) 
platform. UPI is a payments facility 
that allows the user to make online 
payments without having to share 
personal bank details. That's because 
the recipient’s mobile number is used 
as a proxy for bank account details 
while sending or receiving money.
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How to set up UPI

No need to reload wallet

The Tez app user interface 
is similar to a messaging 

app, where a recipient’s 
transaction history appears 
under a chat head. The  
main screen bears three 
payment options:

Cash Mode: The user can 
click on the Cash Mode option 
and select ‘pay’ or ‘receive’. 
The app will transmit sound 
using Audio QR technology to 
recognise the receiver’s phone 
nearby. Once the two phones 
are spotted and connected, 
the payment can be made 
within a few seconds and 
without exchanging any 
personal information.

Payments via phone/
account number, 
UPI ID or QR: The app 
automatically identifies your 
contacts registered with Tez 
to start transaction.

For new payments, you 
can carry out transaction 
by providing the intended 
recipient’s mobile number, 
so long the recipient is a 
Tez user. If not, one can 
alternatively provide the 
UPI ID or scan the QR code 
through the app.

Businesses: You can pay 
directly to the businesses 
enlisted with Tez, after 
availing of services through 
their respective websites. 
Transaction history with 
companies integrated to Tez 
for payments will appear 
under the head ‘Businesses’. 
For example, Uber is not 
listed with Tez under its 
‘businesses’ list. But, if you 
have integrated Tez as the 
payment option in Uber app, 
then transactions will be 
carried out under the Uber 
chat head.

Google Tez scores over other 
digital payment options for 

several reasons. Unlike digital 
wallets, Tez does not require 
money to be stored in the app. It 
works as an extension of one's 
bank account and the unused 
money remains in the bank, 
earning interest. “With UPI, one 

 Google Tez is 
available on both 
Android and iOS. 
After installing, 
you have to 
register a phone 
number that is 
linked to your 
bank acount(s).

 Once your number 
is confirmed by 
an OTP, add your 
bank account.

 The app will 
enlist over 50 UPI 
enabled banks to 
select from. 

 The app will send 
an SMS from your 
number to the 
selected bank for 
accessing UPI.

 It will create 
a fresh UPI ID 
and link it to 
your google 
account. For 
Android users, the 
google account 
is selected by 
default. For Apple 
phones, users will 
be prompted to 
sign into a google 
account manually.

 For already 
UPI-enabled 
accounts, you 

will have to enter 
UPI pin—a four to 
six digit security 
PIN to carry out 
transactions.

 If you’ve 
forgotten the 
UPI pin, you can 
change it on the 
Tez app.

 The UPI ID will be 
setup with your 
gmail ID and the 
selected bank. 
For example, for 
gmail ID abc@
gmail.com and 
ICICI bank, the UPI 
ID will be abc@
okicici. The UPI ID 
can be accessed 
in the settings 
option anytime.

 You have to 
remember the UPI 
PIN. It cannot be 
accessed in the 
app, unlike UPI ID.

 The UPI ID and 
PIN are unique to 
a bank account. 
If you wish to add 
another bank 
account linked to 
the same number, 
you will have to 
create a separate 
UPI ID and PIN.

can use a bank account for direct 
transaction, so there is no need to 
add beneficiaries or reload wallets,” 
says Sujith Narayanan, Head of 
Parternships, Tez, Google.

Tez is a notch above other UPI-
based payments apps like BHIM, 
as it allows proximity payments 
through ‘Cash Mode’. It also permits 

online payments to merchants 
under its business program. 
“The Tez business program 
allows merchants to seamlessly 
accept payments on their mobile 
website,” points out Narayanan.  

PVR, redBus, Domino’s, among 
others are onboard. In addition, 
few companies that are not listed 
with Tez, for instance Uber, allow 
Tez to be integrated on their 
standalone apps for payments.

Navigating Tez

www.outlookmoney.com  February 2018  Outlook Money  79



Before completing his 
MBA program in June 
last year, Akshay Pant was 
overjoyed to clinch a pre-

placement offer from a multinational 
consultancy firm—the kind of dream 
job everyone wants after stepping 
out of college. But, the 25-year-
old from Gurugram had another 
responsibility from the day he 
walked into his new office—repay a 
`14.77 lakh bank loan he has  
taken to fund his education at  
Xavier School of Management 
(XLRI), Jamshedpur.

Pant belongs to a growing breed 
of young professionals who are 
entering the job market straight after 
college with a large debt. Importance 

Importance Of Starting Early 
Millennials are increasingly funding their education through loans.  

While some call it ‘good debt,’ it still means they need to start financial 
planning early on in life. Shipra Singh explains how it can be done

Akshay Pant, 25, Gurugram
Senior Associate at a consultancy firm
Income: Between `25-30 lakh  
per annum
Financials: Borrowed `14.77 lakh as loan with a 
repayment tenure of 15 years
Target: Wants to repay the amount within 3 years
Goal: Loan repayment is priority

Harsh Roongta’s advice for Pant: 
“He should aim to create an investment 
plan with 10 per cent of his income 
simultaneously, even if it means that 
he will go a bit slow on repayment of 
the loan. Once the loan is completely 
settled, then increase and maintain 
an income to investment ratio of 20 
per cent without fail all throughout 
working life.”

around financial planning increases 
manifold when you take on monthly 
EMIs of `20,000-25,000 with the first 
job; it will have a long-term impact 
on personal wealth creation, if you 
are not disciplined about finances. 
True, there are fewer liabilities at the 
start of one’s professional career for 
youngsters today, but strategising 
for debt repayment together with 
investing for future savings is even 
more critical for Millennials.

Unlike the previous generation 
who would ‘earn and save’ to 
fund their children’s education 
and marriage, the Millennials are 
independent-minded and unafraid 
to take financial risks to chart their 
own paths. The willingness to take 

loans to fund their dreams is way 
higher among this generation. So is 
the likelihood of falling into a debt 
trap, claim experts.

Take Vaibhav Kashyap, for 
example. The 25-year-old from 
Patiala did not want to burden 
his middle-income family. So he 
borrowed a `20 lakh education loan 
to fund his MBA in XLRI, the same 
institute as Pant’s. But he asked his 
mother to become a guarantor for 
his loan. He paid 10 per cent of the 
principal amount himself, while 
his mother took care of the interest 
payment, for which she’s earning a 
small tax rebate on the 8.75 per cent 
loan interest.

Kashyap is currently working 

Photo: gireesh. gv
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Vaibhav Kashyap, 25, Patiala  
HR Management Trainee, PepsiCo Inc

Income: Between `12-17 lakh per annum
Financials: Borrowed `20 lakh as loan with a 

repayment tenure of 12 years
Target: Wants to repay the loan in the next 5 years

Goal: Wants to buy a home in 5 years

Tejal Gandhi’s advice for Kashyap: 
“He can set aside about `25,000 each 

month in a diversified fund to build a 
corpus for repaying the loan within next 
five years. For the house goal, he should 

save 15 per cent of his monthly salary for 
down payment. He can put savings in a 
multi-cap fund through SIPs and top it 

up when bonus or increments happen.” 

as a management trainee with 
PepsiCo. He plans to pay the interest 
amount himself from this year. Tax 
benefits on education loan has also 
motivated him to take this decision, 
he says: “Right now, I’m focusing on 
repaying my loan. Later, I plan to 
start investing in SIPs for the house 
goal, but only after the loan is paid-
off completely.”

On the other hand, 26-year-old 
Shantanu Dasgupta has different 
plans for the future. He is three 
months away from completing 
his MBA from Indian Institute of 
Management, Calcutta and start his 
job, but, has already charted out his 
financial goals. “I want to buy a car 
8-10 months after I start working. In 
another two to three years, I would 
look at buying a house,” he says.

Hired by a multinational 
consulting firm during college 
placements, Dasgupta aspires to pay 
back his `20 lakh education loan 
over the next 10 years. Alongside, he 
will build a separate corpus for down 
payment of both his goals of a car 
and a house.

Such examples of youthful grit 
are, however, still an exception, 
according to Gaurav Mashruwala, 

financial planner and author of Yogic 
Wealth. A majority of the young 
generation have little idea about 
concepts of money, he says. “This 
generation is at a transition phase. 
They are smart, yes, but they have 
no clue about money management. 
They still fall back on what their 
parents did with their money in 
terms of investment. ”

Golden rules
Education loans are considered 
as ‘good loans’ because they draw 
tax benefits and there is a general 
belief around education being an 
investment in itself. Even then, loan 
repayment is a costly proposition 
and can overwhelm any borrower.

So how should one repay 
education loan and invest at the 
same time? Financial planners swear 
by three commandments for a 
hassle-free financial life.

Save and invest: With a higher 
disposable income and fewer liabili-
ties than the previous generation, 
Millennials have access to several 
investment opportunities early on 
in their lives. The mid-20s are about 
splurging binges and saving goals. 

At different stages of our lives, our 
financial needs are different. For this 
reason, life planning at every stage 
is vital. For our financial plan to be 
successful, we should focus on both 
short-term as well as long-term goals. 
While doing so, our focus should be 
to remain prudent with our money at 
every life stage. That way we will feel 
more secure about our financial goals 
being on track. 

With this issue, we are starting 
a series on financial planning at 
different stages in life, as there isn’t 
a single financial advice that will 
suit every individual. Further, our 
behaviour towards our money may 
vary at different life stages, but it 
is crucial that we always remain 
disciplined and responsible towards 
our money. Discipline is indispensable 
for a healthy financial life and long-
term wealth creation.

Importance of  
Life Planning
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Therefore, one needs to plan wisely, 
explains Mashruwala: “Rigorous sav-
ing in the early years may make one 
anxious, but it will bring happiness 
in the long run. Splurging, on the 
other hand, produces short-term 
happiness, and will pile up stress in 
later years.”

Whether one takes a loan or not, 
one can right away begin saving by 
setting aside 10 to 15 per cent of 
one’s monthly income. Once added, 
move towards multiplying advises 
Tejal Gandhi, CEO and founder of 
financial consultancy firm, Money 
Matters. “One can start by putting 
money in a diversified equity 
fund and allocate some amount in 
mid-cap funds. Also, one should 
keep aside expenses of about two 
or three months in an equivalent 

of an emergency fund—a liquid 
fund or a short-term fixed deposit,” 
she suggests. Regular savings will 
definitely come in handy to cover 
unexpected emergencies, like 
sudden hospitalisation or car repair, 
without having to borrow.

Loan repayment should be 
a priority, but not at the cost 
of investing. There should be a 
disciplined approach towards 
investments, says Harshvardhan 
Roongta of Roongta Securities. “The 
ratio of contribution towards loan 
repayment and investments can 
vary. Higher sums can be allocated 
towards loan repayment and a 
smaller sum towards investment,” 
Roongta says.

Loan and investment can co-exist 
in an individual’s portfolio. “You do 

not need a one-at-a-time approach. 
If you start an SIP today for, say, 10 
years, your portfolio outcome will  
be much better in terms of rupee 
cost averaging than what it will be 
for a period of five years starting 
after five years,” Roongta adds. 
Investment options start with as 
little as `100 per month these days. 
Millennials can make the most 
this by getting their skin in the 
game early to reap the benefits of 
compounding.

Budget your money: It is impor-
tant to establish a healthy relation-
ship with money at this stage in life, 
as current spending habits have a 
bearing on later life. “Money man-
agement should ideally begin during 
school years. Money saved from the 
first paycheque and compounded, 
can take off various contingencies in 
one’s life cycle,” says Gandhi.

A right budget plan is the first 
step towards money management. 
“The first struggle for most 
youngsters is to understand where 
their money goes. Therefore, it is 
crucial to maintain a budget and 
track expenses,” says Mashruwala. 
“Another critical step is to list 
out investment goals and once 

Shantanu Dasgupta, 26, Calcutta
MBA student, IIM-Calcutta.  

Placed in a consultancy firm, graduating in May’18
Income: Between `25-30 lakh per annum

Financials: Borrowed `20 lakh with a repayment 
tenure of 15 years

Target: Wants to repay in the next 10 years
Goal: Wants to buy a car in a year, house in 3 years

Gandhi’s advice for Dasgupta 
He can build a corpus for loan payment 

with an SIP of `50,000 in a diversified 
fund. For the house goal, he can invest 
in equity MF via SIP/STP. For the short 

term goal of car, he should set aside 
around 20% of his salary every month.

Tejal Gandhi 
CEO and Founder, Money Matters

“Money management should ideally begin 
during school years. Money saved from  
the first paycheque and compounded, can  
take off various contingencies in one’s  
life cycle”
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At 25 I should have known,
Very soon twenties will be gone.

 
I should have known, that I should start to save,

Money will always be in trend, whether shave or no shave.
 

I should have known that Dad may not always know the best,
With the friendly LIC uncles, one just can’t be at rest.

 
I should have known that my classmate who planned – seemed like a bore,

But his simple regular savings tip, could make me so much more.
 

At 25 I should have known that easy access to credit is not always great,
Expensive gifts could wait and it’s fine to dutch on a date.

 
At 25 I should have known that I should enjoy spending my money,

Not just on things but on experiences that are adventurous and funny
 

At 25 I should have known,
That before I know 35 will dawn!

At 25 I should have known

done, start channelising them. 
Investments not linked to 
requirements is a major problem in 
money management.”

Taking control of one’s finances 
early in life instils self-discipline, 
especially when there is a loan 
payment involved. “One should 
pay off loan out of their income 
and not depend on parents. Also, 
the process involving interaction 
with the lenders teaches us about 
different facets of the financial 
world,” says Roongta. Even while 
investing, one should understand 
and track investments regularly. 
Also, consider taking expert advice 
to understand finances better, as it’s 
your hard earned money that is at 
stake after all. 

Avoid debt trap: The common 
word of advice is to steer clear of 
debt completely. However, in order 
to fulfil dreams of quality education 
or a house (it is an asset that you 
build) there is no harm in taking 
loans from banks. But, make it a 
priority to repay loan in time and in 
full because EMI carries an interest 
burden. “Interest component in a 
loan is the biggest expense, which 
can be a drain on earnings. One 
should try to minimise and repay at 
the earliest,” advices Gandhi.

By charting a repayment strategy 
and sticking to an installment plan, 
one can pay back on time. “In the 
mid 20s, it is practically possible 
to pay off earlier than the tenure 
as there are lesser responsibilities,” 
says Roongta. He further adds 

harshvardhan roonGTa 
CFP, Roongta Securities

“Loan repayment should be a priority, but 
not at the cost of investing. There should be 
a disciplined approach towards investments. 
The ratio of contribution towards loan 
repayment and investments can vary.”

that when a major chunk of salary 
goes into settling outstanding loan, 
one automatically learns to budget 
and prioritise spending within the 
residual in-hand income.

Taking a loan is one thing, but 
falling into a debt trap is another 

matter. While credit cards come in 
handy, it can plunge you into the 
murky waters of debt, if not used 
responsibly. “One should spend well 
within one’s means and avoid taking 
EMIs. If taken, make sure to not 
default on any EMI installment or 
credit card bill payment as it creates 
a negative profile,” cautions Roongta.

Apart from the cardinals of 
saving, investing, managing finances 
and timely debt repayment, one 
should look at purchasing health 
and life insurance policies early. The 
safety net an adequate insurance 
cover provides cannot be overlooked 
to live a carefree life that this 
generation aspires for. 

shipra.singh@outlookindia.com

By
Uday Dhoot, CFA
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Sonu
Sood’s 
Money 
Wisdom

Smart Money
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 Money Mistake:  Don’t park your money in any one asset class, he says. At one time, 
he recalls, “I wanted to liquidate a real estate investment because I needed the money 
and the transaction took a lot of time. That is when I decided that I had to park money in 
liquid assets too.”      

 Making His First Crore:  Receiving an eight figure cheque can be an ‘Aha Moment’  
for any professional. Sood called his father after receiving his first cheque of `1 crore  
for a film he did down south. He says: “I took a picture of the cheque and sent it to my 
father. While I made my first crore as an actor, my investments had already yielded 
 me similar returns.” 

 First Big Purchase:  Like most Indians, Sood too has a 
penchant for real estate. His first big purchase was not 
a car, but a flat in Mumbai. And while he continues 
to invest in real estate, he has learned to spread 
investments across asset classes. 

 Investing in Brand Sonu Sood:  As one 
goes up the pecking order, the people one 
works with and the associations that one 
has contribute a lot to one’s own brand. 
He says: “You have to be informed about 
your environment and choose the right 
partners.” His associations have helped 
him learn some key lessons, which 
helped him when he decided to 
venture into production  
and distribution.  

After you’ve made your first crore, they say, money in the bank is 
just a number. For Sonu ‘Dabangg’ Sood, wealth is now about 
wisdom. That is, perhaps, because he made his first crore a while 

ago. The actor, who came to Mumbai as an engineering student, says 
his relationship with money was defined while he was struggling to 
find his feet in the industry. During those years, he recalls losing his 
wallet while going home to Ludhiana by train. He says: “I had lost my 
wallet and had nothing to eat. I remember fellow passengers offering 
me food. That is when I realised that life would be tough if I didn’t 
have enough money. It also taught me to value money a lot more.” It 
is this experience that made him take the tougher route to Bollywood. 
Even though, his family wanted to support him financially during 
those years, Sood chose the harder route and took no help. The actor 
has inculcated this habit in his son too, who makes videos and runs a 
channel on Youtube. And, each time his son makes a small amount 
of money, Sood teaches him the importance of preserving it. Today, 
Sood’s money lessons come from all that he does—production, acting 
and distribution activities.
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