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Synopsis
A rulebook guides the inexperienced to make rational decisions. This is true for money
management too. Money rules help you keep your finances on track.

BENGALURU: A rulebook guides the
inexperienced to make rational
decisions. This is true for money
management too. Money rules help you
keep your finances on track. But rule of
thumb that do not fit your situation

can be a waste of time, or worse,
actually worsen your finances. They
may be oversimplifying a complex
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prospects and be a poor substitute for
analysis. Here are five personal finance rules that based on your

circumstances, you can consider breaking.

Rule 1: Young should have equity-heavy portfolio

Risk appetite is independent of age. A young person usually has higher risk
tolerance and a longer investment horizon and therefore advised to keep a
heavier chunk of portfolio in equities. However, historical data shows that
equity investment requires a commitment of four to five years for good
returns. Even if you are 20-something, equities are not for you if you have a lot
of debt and many dependents or are saving for short-term (read: 2-3 years)
goals.

If there is an ailing family member and a medical emergency can arise
unannounced, you should have your savings in debt as chances of capital
corrosion are less while the penalty for early exit is not high. On the other
hand, you may be 60 and retired, but have enough liquidity to manage your
short-term expenses. Then, you must consider allocating a portion towards

equities. "The first step to asset allocation is therefore knowing your risk
appetite through a risk profiling exercise, step two is understanding the
constraints in life and decide your equity-debt investment ratio," says Vivek
Rege, CEO, VR Wealth Advisors.
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Rule 2: The key to financial success is cutting expenses

The key to financial success 1s not in cutting your expenses. It is in creating a
surplus that can be invested, which can be done by reducing your costs or
INncreasing your income.

While budgeting is a must, however, some costs can't be snipped beyond a
point. Your financial planner may then advise you to either reduce your goals
or push back the target dates or re-prioritise your financial needs. However,

what if the financial need can't be compromised. Take the case of 35-year-old
Pravin Kumar, who works for an IT company.

"Although his earnings were enough to meet his present needs, he wanted an

overseas education for his 10-year-old daughter, which was not possible

considering he had already taken a huge home loan," says Mimi Partha
Sarathy, MD, Sinhasi Consultants and Kumar's financial planner. One of the
constraints for Kumar to earn more was his qualification, so he decided to take
up an executive MBA in marketing from a top B-school. "With this new
addition to his resume, he negotiated not only a promotion but a 40% increase
in his salary with an increased role,” Partha Sarathy. It was then easy to
allocate the necessary funds for the child's future needs.

Rule 3: Debt is bad. Try to avoid debt at all cost
Debt is not always bad but you shouldn't borrow beyond your repayment
limits. Loans can help you lead a lifestyle that you desire by drawing from

current and future income. "While in the previous generation, our parents had
to wait till they saved up enough to buy a house, we are able to do that easily
today through a home loan. Loans give us a lot of flexibility to enjoy a lifestyle
today rather than in the future,” says Priya Sunder, director, PeakAlpha
Investment Services. However, in case of financial distress, you lose all
flexibility since EMIs will have to be paid, with very adverse consequences in
case of default.
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flexibility since EMIs will have to be paid, with very adverse consequences in
case of default.

"Hence it is prudent to create a Plan B in case of a loan default such as hrough
insurance covers or collaterals,” adds Sunder. Having an open credit card

limit with sufficient insurances is a great emergency planning. "It is a much
better idea than building huge emergency corpus,'adds Bhuvana Shreeram, a
Mumbai-based Certified Financial Planner. If you are a good borrower, even
credit cards are not bad. "Apart from using credit wisely, you can use debt to

create appreciating assets like a home not only to gain through appreciation
but also tax savings," says Manish Shah, CEO, Bigdecisions.com.

Rule 4: Realty is the best asset

Too much of anything is bad, especially an unpredictable and illiquid asset
like real estate. However, most Indians have a portfolio terribly skewed
towards real estate. "They overestimate the returns real estate gives. If they

did the math, they would know better," says says Shreeram. "Even when real
estate had a good bull run in the last 10-12 years (2002 to 2014), most investors
have made about 9% to 10% after accounting for interest repayment on loans,
tax benefit, cost of maintenance etc., which may be better than bank deposit
but not worth taking 20-year loans at 10%, adds Shreeram. Also, the bull run
does not last long. So, the investment is not as safe or liquid as bank deposits.
The time during 2011 to mid-2014 was a very challenging time for those who
had invested in the stock markets. "Many HNIs moved to real estate during

this time and at high levels which is now close to impossible to liquidate,” says
Partha Sarathy. Sunder of PeakAlpha Investments doesn't recommend
holding more than 60% of portfolio in real estate.

Rule 5: Re-evaluate your portfolio regularly Yes, there i1s a need to regularly
rebalance and evaluate your portfolio. However, too much tinkering is not
good either. "There are people who have long-term goals but have a habit of
tracking their investments on a daily basis and get carried away by the
emotions of the market,” says Anil Rego, CEO, Right Horizons. Tinkering is
either motivated by the need to earn more (greed) or by the need to save
whatever is there (fear). "Jumping in and out of investments is the single-most
wealth destroyer, followed by waiting in the sidelines and losing precious
time," says the expert. Every investment has a time horizon for it to achieve its
expected returns and this must be respected and adhered to.

Join Citigold

THERE'S MORE TO WEALTH

€ A 0 &

FONT SIZE SANVE PRINT COMMENT

L
T
T
in
m

PREDICTONINDIAT20

KARO NA LATE,
KHOLO IPL KA GATE

GET FREE¥250
IF YOU DEPOSIT
BEFORE 9 APRIL

This gmé involves an elerrent o Anc ;
Band may be addictive, Please play resgponsbly
B0 BT yOour S rise

T+ TACs Aply

IN THE SPOTLIGHT i
Sanjiv Goenka highlighted the ‘
recovery of India

ITR Filing Step by Step Guide

Join Citigold

THERE'S MORE TO WEALTH

%‘j‘% Who has to file ITR >
Hﬁ‘fi; Collect Documents/Information »
n; Check ITR form >
@ Logintofile ITR >
) Fill the Form 3
@1 Claim Deductions >
@ Pre-validate Bank Account >
R citi
@ ITR Verification >
f@_‘v Track Intimation Notice »
@ Track Refund >

PREDICTONINDIAT20

KARO NA LATE,
KHOLO IPL KA GATE

GET FREE¥250
IF YOU DEPOSIT
BEFORE 9 APRIL

This gamé involves an sement of firnsn: %
d-l'l'l'_lr:.1:.l|-r' Al i e, P -.|.-_1 Eimarisehl

Join Citigold

THERE'S MORE TO WEALTH

SN A1 yOoul S riss

tll

MOST READ MOST SHARED .
(] L%
A | ::j :}':-1.
Government should give higher interest rate to _ ' ”'
senior citizens and enhance SCSS limit to Rs 30 - {_"k_’?
lakh: View —
T

10 common mistakes people commit when buying
life insurance and how to avoid them

TDS, TCS rates on interest, dividend, other non-
salary payments effective April 1, 2021

Dr Reddy's strong product pipeline and other
factors that make it stock pick of the week

Millennial money: 10 golden financial planning
rules for first-time earners

More »

MONEY

0% Commission | Fres Transacbons

DISCOVER MUTUAL FUNDS

Top Tax Saver

Bt Join Citigold

(E‘o

5 All Mutual
Q Funds
Better Than
Fixed
Deposits

— 3

THERE'S MORE TO WEALTH

S

* Low Cost High
Return Funds

Wealth Plan Trending Terms

Millennial Financial Planning Financial Goals

13 Perscnal Finance Thumb Rules

Financial Literac! Home Loan

Money Managemen utual Func

Atal Pension Yojana For Tax Benefit

Financial Planning Atal Pension Yojana
nsumer Complain line

Benefits For Senior Citizens Money Tips

PREDICTONINDIAT20
KARO NA LATE,

[ ¥ [ W ] Y] L A . ——

Top Tax Saver

Funds Join Citigold

(E\}D

" All Mutual
Q Funds
Better Than
Fixed
Deposits
= o

THERE'S MORE TO WEALTH

R

i >

Low Cost High
Return Funds

L
1]

Wealth Plan Trending Terms

Millennial Financial Planning Financial Goals

13 Personal Finance Thumb Rules

Financial Literacy Home Loan

Money Managemen utual Func

Atal Pension Yojana For Tax Benefits
Financial Planning Atal Pension Yojana
Consumer Complaint Online

Benefits For Senior Citizens Money Tips

PREDICTONINDIAT20

KARO NA LATE,
KHOLO IPL KA GATE

GET FREEY250
IF YOU DEPOSIT
BEFORE 9 APRI

This pamé involves an element of inanc
and mdy b sddictrve. Pleass play responsbl
BANE AL yOLIr S 115k

Join Citigold

B+ TACs Apply

THERE'S MORE TO WEALTH

Not to be Missed

High income households to drive
revival: CMIE

Viups focus on [oT to take on Airtel, Jio

Govt notifies Copyright (Amendment)
Rules

Fresh curbs to hit user adds: Vi more at
risk

Flydubai can't fly Boeing 737 Max to
India

Aditya Birla Sun Life MF rolls over 7
FMPs

I-T dept starts issuing reassessment
notices

Hero MotoCorp to vaccinate employees

Join Citigold

Join FM, Nirmala Sitharaman on Mar
20 at 5 PM | Register Nowt THERE'S MORE TO WEALTH

AstraZeneca worries complicate
vaccination

60-hour weekend lockdown in all MP
cities



