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Why This Guide?

Every money decision in life eventually reduces to a fork in the road: SIP or 

lumpsum? Buy or rent? Old regime or new? Will or trust? Retire at 50 or 60? 

Books answer these one at a time; friends answer them confidently and 

wrongly; and the internet answers them in fifty contradictory voices.

This guide walks through more than fifty such either-or choices, arranged under 

fourteen everyday themes. For each one, you will find what the options actually 

are, the honest pros and cons of each, and - most importantly - who should 

choose what, depending on age, income, risk tolerance, goals and time horizon. 

Because in personal finance there is rarely a universally 'right' answer; there is 

only the right answer for you.

The language is deliberately simple. Rates and rules are current as of July 2026. 

And a request: read the Verdict boxes as guidance from a well-meaning elder, 

not as gospel - your specific situation always deserves a closer look, ideally with 

a SEBI-registered investment adviser.

Key Numbers Used in This Guide (as on July 2026)

Item Current figure

PPF interest rate 7.1% p.a. (Jul-Sep 2026 quarter), tax-free

Senior Citizens' Savings Scheme 
(SCSS)

8.2% p.a., limit Rs 30 lakh per person

NSC / KVP / POMIS 7.7% / 7.5% / 7.4%

EPF declared rate (FY 2025-26) 8.25% p.a.

RBI repo rate 5.25% (unchanged through mid-2026)

Equity LTCG tax 12.5% on gains above Rs 1.25 lakh/year

Equity STCG tax 20%

New tax regime Nil tax up to Rs 12 lakh income (rebate); 

slabs 5-30% from Rs 4 lakh to Rs 24 

lakh+

GST on individual life & health 
insurance

Zero (from 22 September 2025); group 

policies still 18%

Gold price (24K) Rs 14,600/gram approx.; silver Rs 2.45 

lakh/kg approx.

Small savings rates reset every quarter and tax rules change with every Budget - always  

verify the latest figure before acting.
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1. Investment Decisions

Investing is where most 'this or that' confusion lives. The golden rule: your 

choice should depend on your goal, time horizon, risk tolerance and tax 

situation - not on what your neighbour or a WhatsApp forward says.

SIP or Lumpsum Investment?

A Systematic Investment Plan (SIP) invests a fixed amount every month into a 

mutual fund. A lumpsum investment puts a large amount to work in one go.

SIP: Automates discipline, averages your purchase cost across market ups and 

downs (rupee-cost averaging), and matches how salaried people actually earn - 

monthly. Even Rs 500 a month builds serious wealth over 20-30 years. The 

downside: in a continuously rising market, an SIP earns slightly less than an 

early lumpsum.

Lumpsum: Best when you receive a windfall - bonus, gratuity, retirement 

corpus, property sale. Money is fully invested from day one, so it compounds 

longer. But investing a large amount just before a market fall can hurt both 

returns and confidence.

Aspect SIP Lumpsum

Suits Salaried, regular income Windfalls, retirees with 

corpus

Market-timing risk Low (spread over time) High (single entry point)

Discipline Automatic Depends on you

Best asset class Equity funds Debt funds; equity via STP

Who should choose what?

• Young or salaried (25-50 years): SIP in equity funds is the default choice; 

increase the SIP by 10 per cent each year as salary rises (step-up SIP).

• Received a lumpsum? Park it in a liquid/debt fund and move it into equity 

over 6-12 months through a Systematic Transfer Plan (STP) - you get 

lumpsum deployment with SIP-like risk control.

• Conservative investors and senior citizens: lumpsum is fine for FDs, SCSS 

and debt funds where market timing does not matter.

VERDICT:  For equity, SIP (or STP) beats a one-shot lumpsum for most people - 

not because it always earns more, but because it removes emotion and timing 

from the equation.
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“Do not save what is left after spending, but spend what is left  

after saving.”  — Warren Buffett

How Rs 10,000 a month grows at an assumed 12% p.a. - the last 10 years do the heavy lifting.

Equity Mutual Funds or Individual Stocks?

Both give you ownership in businesses. The difference is who does the research 

and how much risk is concentrated in each decision.

Equity mutual funds: A professional fund manager buys 40-80 stocks for you. 

You get instant diversification, SEBI regulation, small ticket sizes and no need 

to track quarterly results. Cost: an expense ratio of roughly 0.5-2 per cent a 

year.

Individual stocks: Direct ownership - no fund fees, full control, potentially 

spectacular returns if you pick well. But one wrong stock can wipe out years of 

gains, and honest research needs time, temperament and accounting knowledge 

most people do not have.

Who should choose what?

• Beginners and busy professionals: mutual funds, full stop. Start with index 

or flexi-cap funds.

• Experienced investors with time and temperament: a core of mutual funds 

(70-80 per cent) plus a small satellite of direct stocks (20-30 per cent) you 

genuinely understand.

• Retirees: avoid concentrated stock bets with retirement money; dividends 

are never guaranteed.

VERDICT:  Unless investing is your hobby or profession, let mutual funds do the 
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stock-picking. Never buy a stock on a tip you would not be able to explain to 

your family.

“Risk comes from not knowing what you are doing.”  — Warren 

Buffett

ELSS or PPF?

Both save tax under Section 80C (old regime, up to Rs 1.5 lakh a year), but they 

sit at opposite ends of the risk spectrum.

ELSS (Equity-Linked Savings Scheme): A tax-saving equity mutual fund with 

just a 3-year lock-in - the shortest among 80C options. Long-term returns have 

historically been 11-14 per cent, but they are market-linked and can be negative 

in bad years. Gains above Rs 1.25 lakh a year are taxed at 12.5 per cent (LTCG).

PPF (Public Provident Fund): A sovereign-guaranteed scheme currently 

paying 7.1 per cent per annum (July-September 2026 quarter), fully tax-free at 

investment, accumulation and withdrawal (EEE). Lock-in of 15 years with 

partial withdrawals allowed from year 7. Maximum Rs 1.5 lakh a year.

Aspect ELSS PPF

Return Market-linked (11-14% 

historical)

7.1% p.a., guaranteed

Lock-in 3 years 15 years (extendable)

Risk Equity market risk Nil (sovereign)

Taxation of gains LTCG 12.5% above Rs 1.25 

lakh

Fully tax-free (EEE)

Who should choose what?

• Under 40 with a 10-year-plus horizon: tilt towards ELSS for growth.

• Conservative investors, or those close to a goal: PPF's certainty is 

unbeatable.

• Best answer for many: both - PPF as the safe base, ELSS for growth. Note: 

these 80C benefits matter only under the old tax regime.

VERDICT:  ELSS builds wealth, PPF preserves it. Young investors should lean 

ELSS; everyone should love the PPF's tax-free compounding.

Investment in Gold or Silver?

Both precious metals have rallied strongly - gold gained close to 50 per cent in 

FY26 and trades around Rs 14,600 per gram (24K) in July 2026, with silver near 

Rs 2.45 lakh per kg. But they behave differently.
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Gold: The classic store of value and crisis hedge. Central banks buy it, it 

protects against inflation and currency weakness, and it usually moves opposite 

to equities in a panic. Returns are modest over very long periods, and it pays no 

interest or dividend.

Silver: Part precious metal, part industrial commodity (solar panels, EVs, 

electronics). This gives it higher upside in industrial booms - and much sharper 

falls in slowdowns. Silver is roughly twice as volatile as gold and bulky to store 

physically.

Who should choose what?

• For portfolio insurance and stability: gold, limited to 5-10 per cent of your 

portfolio.

• For aggressive investors who can stomach 20-30 per cent swings: a small 

tactical silver position (via silver ETFs), not a core holding.

• Senior citizens and conservative investors: prefer gold; avoid chasing silver 

after sharp rallies. Remember: after a near-50 per cent rally, buying in 

staggered instalments is wiser than a lumpsum.

VERDICT:  Gold is the anchor, silver is the sail. Hold gold for protection; touch 

silver only with money you can watch fluctuate wildly.

Gold ETFs or Physical Gold?

How you hold gold matters as much as whether you hold it.

Gold ETFs / gold funds: Units backed by 99.5 per cent pure gold, bought 

through your demat account or as a mutual fund. No making charges, no purity 

worries, no locker rent, and you can sell at market price in seconds. Costs about 

0.5-1 per cent a year in expenses. (Fresh issuance of Sovereign Gold Bonds has 

been discontinued, making ETFs the main paper-gold route.)

Physical gold (jewellery, coins, bars): Tangible, emotionally satisfying, 

needed for weddings and traditions. But jewellery loses 8-25 per cent instantly 

to making charges, purity can vary, storage costs money and worry, and 

reselling involves haggling and deductions.

Who should choose what?

• Investment purpose: ETFs or gold mutual funds, always.

• Consumption purpose (marriage, gifting): physical jewellery - but treat it as 

an expense, not an investment.

• Buying jewellery for a daughter's wedding 10 years away? Accumulate gold 

ETF units via SIP and convert to jewellery closer to the date - you save a 

decade of making charges and locker fees.

VERDICT:  Wear physical gold; invest through gold ETFs. Never confuse 
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ornaments with investments.

Direct Plan or Regular Plan (Mutual Funds)?

Every mutual fund scheme comes in two versions with identical portfolios: 

Direct (you buy from the fund house or apps) and Regular (you buy through a 

distributor who earns a commission).

Direct plan: Expense ratio is typically 0.5-1 per cent a year lower because no 

commission is paid. Over 25 years, that one per cent gap can mean 20-25 per 

cent more final corpus. You must, however, choose funds and stay disciplined 

yourself.

Regular plan: A distributor or bank helps you select, complete paperwork and 

- importantly - stops you from panicking in crashes. That hand-holding is paid 

for silently via the higher expense ratio, every year, forever.

Who should choose what?

• Confident do-it-yourself investors: Direct plans, ideally with a fee-only 

SEBI-registered investment adviser (RIA) for guidance.

• New or nervous investors who genuinely benefit from an adviser's 

discipline: a Regular plan is acceptable - bad behaviour costs far more than 

1 per cent.

• Large portfolios (Rs 50 lakh+): the rupee cost of Regular plans becomes 

very large; shift to Direct plus a flat-fee adviser.

VERDICT:  Direct plan if you can manage yourself; Regular only if the adviser 

truly adds discipline. Either way, know exactly what you are paying.

Growth Option or IDCW Option (Mutual Funds)?

IDCW (Income Distribution cum Capital Withdrawal - the old 'dividend option') 

pays you periodic amounts from your own fund value. Growth reinvests 

everything.

Growth option: The NAV keeps compounding untouched. Tax is deferred until 

you sell, and only gains are taxed (equity LTCG at 12.5 per cent above Rs 1.25 

lakh). This is the mathematically superior choice for wealth building.

IDCW option: Payouts feel like income but are simply your own money 

returned, taxed at your full slab rate in the year received. The NAV drops by the 

payout amount. Payouts are also not guaranteed.

Who should choose what?

• Everyone accumulating wealth: Growth, without exception.
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• Retirees wanting monthly income: still choose Growth, and set up a 

Systematic Withdrawal Plan (SWP) - it is more tax-efficient and predictable 

than IDCW.

• There is almost no investor for whom IDCW is optimal today.

VERDICT:  Choose Growth. If you need income, use an SWP - never IDCW.

Domestic Funds or International Funds?

Should your money stay in India or also ride global giants like Apple, Microsoft 

and Nvidia?

Domestic funds: India is among the fastest-growing large economies; domestic 

funds are cheap, liquid, and enjoy simpler equity taxation. Your income and 

expenses are in rupees, so there is no currency risk.

International funds: Diversify across economies and currencies, give access 

to technology leaders unavailable in India, and rupee depreciation adds to 

returns. But they are taxed less favourably in some structures, may suspend 

inflows when RBI overseas limits are hit, and add currency and geopolitical risk.

Who should choose what?

• First Rs 25-50 lakh of your portfolio: domestic funds are enough.

• Larger portfolios or goals in foreign currency (child's foreign education!): 

allocate 5-15 per cent to international funds - US or global index funds are 

the simplest.

• Conservative investors: optional, not essential.

VERDICT:  India first, world second. International exposure is seasoning, not 

the main course - 5-15 per cent is plenty for most.

Dividend Stocks or Growth Stocks?

Dividend stocks (utilities, PSUs, FMCG majors) share profits as regular cash; 

growth stocks reinvest profits to expand fast.

Dividend stocks: Steady cash flow, usually mature and less volatile businesses, 

comforting in bear markets. But dividends are taxed at your slab rate, and high 

payout can signal limited growth ideas. Dividends can also be cut - they are not 

FD interest.

Growth stocks: Wealth is created via price appreciation, taxed only when you 

sell and at concessional LTCG rates. Higher volatility and some never deliver on 

the promise.

Who should choose what?
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• Accumulation phase (working years): growth-oriented businesses; you do 

not need the cash flow, and slab-rate dividend tax hurts high earners.

• Retirees in lower tax slabs: quality dividend payers can supplement income 

- but an SWP from funds is usually more reliable.

• Everyone: never buy a stock only for its dividend yield; a 7 per cent yield 

with a falling share price is a trap.

VERDICT:  Growth while you earn, dividends (or better, SWP) when you retire -  

and quality of the business always comes before the payout.

Trading or Long-Term Investment?

Trading tries to profit from price moves over days or weeks; investing owns 

businesses for years.

Trading: Exciting and occasionally very profitable - but studies, including 

SEBI's own research, consistently show the vast majority of retail derivative 

traders lose money. Short-term gains are taxed at 20 per cent (equity STCG), 

and derivatives income at slab rates. It is effectively a full-time profession 

competing against algorithms.

Long-term investing: Boring, slow and astonishingly effective. Time in the 

market lets compounding work, LTCG tax is concessional, and you need only a 

few hours a month.

Who should choose what?

• Salaried people, professionals, retirees: long-term investing. Trading with 

retirement money or borrowed money is financial self-harm.

• If you must trade: cap it at 5 per cent of your portfolio, treat losses as 

tuition fees, and never trade on leverage.

• Young investors: the earlier you accept that boring wins, the richer you 

retire.

VERDICT:  Invest for decades, trade (if at all) with pocket money. The stock 

market transfers money from the impatient to the patient.

“The stock market is a device for transferring money from the 

impatient to the patient.”  — Warren Buffett

Active Investing or Passive Investing?

Active funds pay managers to beat the index; passive funds (index funds, ETFs) 

simply copy the index at very low cost.

Active funds: Potential to outperform, especially in less-researched mid/small-

cap and debt segments. But fees are higher (1-2 per cent), and a large share of 

large-cap active funds have failed to beat their benchmark over long periods.
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Passive funds: Rock-bottom costs (0.05-0.3 per cent), no fund-manager risk, 

guaranteed market-matching returns. You will never beat the market - and 

never trail it meaningfully either.

Who should choose what?

• Beginners: start with a Nifty 50 or Sensex index fund - simple, cheap, 

effective.

• Large-cap allocation: passive is increasingly the smarter default.

• Mid/small-cap and debt: good active managers still add value; choose funds 

with long, consistent records rather than last year's topper.

VERDICT:  A sensible core: passive index funds for large-caps, selective active 

funds for mid/small-caps. Costs are the only thing in investing that is guaranteed 

- minimise them.

REITs or Physical Real Estate?

Real Estate Investment Trusts (REITs) own income-producing commercial 

property (offices, malls) and trade on the stock exchange like shares.

REITs: Start with the price of one unit (a few hundred rupees), earn rental-

linked distributions (typically 6-8 per cent yield) plus possible appreciation, fully 

regulated by SEBI, and sellable in seconds. No tenants, no repairs, no stamp 

duty.

Physical real estate: Tangible, can be leveraged with a home loan, and 

emotionally central to Indian families. But ticket sizes are huge, transaction 

costs eat 7-10 per cent (stamp duty, registration, brokerage), rental yields on 

residential property are a meagre 2-4 per cent, and selling can take months or 

years.

Who should choose what?

• Want real-estate exposure with small amounts and liquidity: REITs.

• Buying a home to live in: that is a consumption-plus-security decision, not a 

pure investment - go ahead if affordable (see Section 6).

• A second flat 'as investment': compare honestly with REITs - after 

maintenance, tax and vacancy, the flat usually loses.

VERDICT:  Live in the house you buy; invest in property through REITs. A 2-3 

per cent rental yield with headaches rarely beats a 6-8 per cent yield without 

them.

Flexi-Cap Funds or Multi-Cap Funds?

Both invest across large, mid and small companies - the difference is freedom.
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Flexi-cap funds: The manager can hold any mix - 90 per cent large-cap in risky 

times, more mid/small-caps when valuations are attractive. Flexibility doubles 

as a defence mechanism.

Multi-cap funds: SEBI mandates at least 25 per cent each in large, mid and 

small caps at all times. This guarantees mid/small exposure - which lifts long-

term return potential and volatility, even in overheated markets.

Who should choose what?

• Most investors, and anyone wanting one fund to own for decades: flexi-cap.

• Aggressive investors with 10-year-plus horizons who specifically want 

permanent mid/small-cap exposure: multi-cap.

• Conservative or first-time investors: flexi-cap (or even a plain index fund) is 

the safer entry.

VERDICT:  Flexi-cap for flexibility and calmer rides; multi-cap only if you 

consciously want a forced small-cap kicker and can endure the swings.

Debt Funds or Fixed Deposits?

Both are for the stable part of your portfolio. With the repo rate at 5.25 per cent 

(mid-2026), returns on both are moderate - so costs and taxes decide the 

winner.

Fixed deposits: Guaranteed return, insured up to Rs 5 lakh per bank by 

DICGC, understood by everyone. Interest is taxed at your slab rate every year 

(with TDS), and premature withdrawal is penalised.

Debt mutual funds: A basket of bonds; returns track interest rates and are not 

guaranteed, but liquid/short-duration funds are quite stable. Since April 2023 

gains are also taxed at slab rate, removing the old tax edge - but tax is deferred 

until you actually redeem, and there is no penalty for partial withdrawal. You 

can also set off capital losses.

Who should choose what?

• Senior citizens: FDs and SCSS (8.2 per cent) - simplicity and guarantee 

matter most; senior FD rates are typically 0.25-0.5 per cent higher.

• Emergency funds: liquid funds or sweep-in FDs - instant partial access 

without breaking the whole deposit.

• High earners parking money for medium terms: debt funds' tax deferral 

and flexibility still help; also consider arbitrage or equity-savings funds for 

better post-tax outcomes.

VERDICT:  For guaranteed simplicity, FDs; for flexibility and tax deferral, debt 

funds. Seniors should tilt FD/SCSS; younger investors can use both.
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Value Investing or Growth Investing?

Two philosophies: buy cheap and unloved (value) or buy expensive but 

expanding fast (growth).

Value investing: Buy companies below their intrinsic worth - low P/E, solid 

assets, out of favour. Requires patience (undervaluation can persist for years) 

and the ability to distinguish a bargain from a dying business ('value trap').

Growth investing: Pay up for companies growing revenue and profits rapidly. 

Works brilliantly in bull markets; punishing when growth disappoints, because 

high valuations leave no room for error.

Who should choose what?

• Most retail investors should not choose at all - flexi-cap fund managers 

blend both styles.

• Patient contrarians with strong stomachs: value tilts (there are dedicated 

value/contra funds).

• Never chase last year's winning style; value and growth take turns leading.

VERDICT:  Own both styles through diversified funds. Style purity is for fund 

managers to argue about - your goal is reaching your goals.

Equity or Debt?

The most fundamental allocation decision in all of investing - growth versus 

stability.

Equity: Ownership in businesses. The only mainstream asset class that 

convincingly beats inflation over long periods (10-14 per cent historical long-

term returns in India), but with gut-wrenching interim falls of 30-50 per cent.

Debt: You are the lender - FDs, bonds, PPF, debt funds. Returns of 6-8 per cent 

are steadier but barely beat inflation after tax. Its job is stability and meeting 

near-term needs, not wealth creation.

Who should choose what?

• A classic starting point: 100 minus your age as equity percentage (a 30-

year-old holds ~70 per cent equity; a 65-year-old ~35 per cent).

• Money needed within 3 years: 100 per cent debt, no exceptions.

• Money not needed for 10+ years: predominantly equity.

• Rebalance once a year back to your target mix - this forces you to sell high 

and buy low automatically.

VERDICT:  This is not equity OR debt - it is equity AND debt, in a ratio set by 

your age, goals and nerves. Asset allocation, not fund selection, decides most of 

your outcome.
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An illustrative age-wise allocation for a moderate investor. Adjust for your own risk tolerance and 

goals.

Large-Cap or Mid & Small-Cap Funds?

A bonus comparison, because every new investor asks it.

Large-cap (top 100 companies): Established leaders - steadier, more liquid, 

fall less in crashes, recover first. Returns are moderate.

Mid & small-cap: Tomorrow's leaders - higher long-term return potential, but 

falls of 40-60 per cent in bear markets are normal, and recovery can take years.

Who should choose what?

• First-time investors: large-cap or index funds until you have experienced 

one full market fall.

• 10-year-plus horizons with strong nerves: add 20-35 per cent mid/small-

cap.

• Within 5 years of a goal: shift progressively to large-cap and debt.

VERDICT:  Large-caps are the spine, mid/small-caps the muscles. Build the 

spine first.
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2. Savings & Banking

Before investing comes saving - and the order in which you save, spend and 

borrow decides whether wealth ever gets built.

Expenses First or Savings First?

The single most important habit in personal finance hides in this question.

Expenses first (save what is left): How most people live: salary comes, 

spending happens, whatever survives gets saved. Lifestyle quietly expands to 

consume every increment - and nothing is ever 'left'.

Savings first (pay yourself first): On salary day, a fixed 20-30 per cent moves 

automatically into SIPs, RDs and PPF before you touch the rest. You then spend 

what remains, guilt-free. Income minus savings equals expenses.

Who should choose what?

• Everyone, at every age and income: savings first. Automate it - SIP dates 

within 2-3 days of salary credit.

• Start at whatever percentage you can (even 10 per cent) and raise it with 

every increment.

• Freelancers with irregular income: save a fixed percentage of every receipt 

instead of a fixed monthly sum.

VERDICT:  Flip the equation: Income - Savings = Expenses. This one habit 

outweighs every clever fund selection you will ever make.

Borrowing or Saving First (for a purchase)?

Want a bike, phone, holiday or gadget? Two roads: EMI now, or save for six 

months and buy.

Borrowing (buy now, pay later): Instant gratification, but a Rs 60,000 phone 

on an 18 per cent EMI costs Rs 66,000-70,000, and the habit compounds: 

people who EMI one lifestyle purchase usually EMI the next. Credit card 

rollovers at 36-42 per cent a year are wealth destroyers.

Saving first (goal-based saving): Put the would-be EMI into an RD or liquid 

fund; buy in 6-12 months. You pay less (often catching a discount), earn interest 

meanwhile, and frequently discover you no longer want the thing - the ultimate 

saving.

Who should choose what?

• Depreciating wants (phones, holidays, gadgets, weddings beyond means): 

always save first.
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• Genuine appreciating or income-generating needs (home, education, 

business equipment): borrowing can be rational at reasonable rates.

• A useful test: if you cannot save the EMI amount for six months, you cannot 

afford the EMI either.

VERDICT:  Borrow only for what grows in value or grows your income. For 

everything else, save first - delayed gratification is the oldest wealth secret.

Savings Account or Liquid Fund (for idle money)?

Money beyond 1-2 months of expenses sitting in a savings account at 2.5-3 per 

cent is quietly losing to inflation.

Savings account: Instant access, zero risk perception, UPI-linked. But post-tax 

returns of ~2 per cent trail inflation badly.

Liquid / overnight funds: Invest in very short-term government and corporate 

paper; historically ~6-7 per cent, redeemable to bank in one working day (small 

instant-redemption limits too). Not guaranteed, but among the lowest-risk 

mutual fund categories. Sweep-in FDs are a fine middle path - surplus above a 

threshold auto-converts to an FD earning full deposit rates.

Who should choose what?

• Keep 1 month of expenses in savings, the rest of the emergency fund in 

liquid funds or sweep-in FDs.

• Senior citizens who value absolute simplicity: sweep-in FDs at their own 

bank.

• Business owners with lumpy cash flows: liquid funds are the standard 

parking lot.

VERDICT:  A savings account is a wallet, not a warehouse. Park anything 

beyond a month's expenses where it earns properly.
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3. Insurance

Insurance is protection, not investment. Mixing the two is the most expensive 

confusion in Indian finance. Good news: since 22 September 2025, individual 

life and health insurance policies carry zero GST - premiums have effectively 

become cheaper.

Term Insurance or ULIP?

Term insurance is pure protection: a large cover for a small premium, nothing 

back if you survive. A ULIP bundles a small insurance cover with market-linked 

investment.

Term insurance: A 30-year-old can buy Rs 1 crore of cover for roughly Rs 

10,000-15,000 a year. Your family's income is fully replaced if the worst 

happens. 'Nothing back on survival' is not a flaw - that is how all insurance (car, 

health) works.

ULIP: Premiums are split between thin insurance (typically 10x annual 

premium as cover - far too little) and investment with multiple layers of 

charges, especially in early years. Five-year lock-in. You end up under-insured 

AND under-invested.

Aspect Term Plan ULIP

Cover for Rs 25,000/yr 
(age 30)

Rs 1.5-2 crore Rs 2.5-3 lakh (10x 

premium)

Purpose Pure protection Mixed, dilutes both

Charges Minimal Multiple, front-loaded

Flexibility High 5-year lock-in

Who should choose what?

• Anyone with financial dependants: term cover of 10-15 times annual 

income, plus riders (accidental disability, critical illness) as needed.

• No dependants and none expected? You may not need life insurance at all - 

buy health insurance instead.

• Already own a ULIP? Check surrender value and charges before exiting; 

sometimes completing 5 years first is better. Take advice.

VERDICT:  Buy term insurance for protection and mutual funds for investment. 

Never mix the two - 'Term + SIP' beats a ULIP for almost everyone.

“Insurance is bought with the head, not the heart - and it protects  

the people your heart beats for.”  — Old banking wisdom
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Health Insurance or Mediclaim?

People use these words loosely. Mediclaim traditionally means basic 

reimbursement of hospitalisation bills up to a fixed sum. Modern comprehensive 

health insurance is far wider.

Mediclaim (basic hospitalisation cover): Covers in-patient hospitalisation 

costs up to the sum insured, often with sub-limits (room rent caps, disease-wise 

caps). Cheaper, but caps can badly shrink claim payouts.

Comprehensive health insurance: Covers hospitalisation plus pre/post-

hospitalisation (30-90 days), day-care procedures, ambulance, restoration of 

sum insured, no-claim bonus, wellness benefits, and fewer sub-limits. Costs 

more, protects far better.

Who should choose what?

• Tight budgets: even a basic mediclaim beats nothing - medical inflation 

runs 10-14 per cent a year.

• Families and anyone above 40: comprehensive policy without room-rent 

caps; a Rs 10-25 lakh cover is the sensible urban norm today.

• Check: no room-rent sub-limit, high no-claim bonus, low waiting periods, 

wide hospital network, and the insurer's claim-settlement record.

VERDICT:  Buy the most comprehensive cover you can afford - sub-limits 

discovered at the hospital counter are the costliest surprise in finance.

Individual Health Policy or Family Floater?

Individual policies give each person their own sum insured; a floater shares one 

sum insured across the family.

Individual policies: Each member's cover is untouched by others' claims. 

Premiums for the young are not dragged up by the oldest member. Ideal for 

senior citizens and anyone with health issues.

Family floater: One premium, one policy, shared cover - economical for a 

young family where simultaneous large claims are unlikely. Catch: pricing 

follows the eldest member, and one big claim can exhaust everyone's protection 

for the year.

Who should choose what?

• Young couple with kids: floater (e.g., Rs 15-25 lakh shared) is cost-

effective.

• Parents above 55-60: separate individual policies - never club them into the 

family floater.

• Smart structure: floater for the nuclear family + separate policies for 

elderly parents + a super top-up over everything.
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VERDICT:  Floater for the young family, individual covers for the elders. Do not 

let one member's illness empty the whole family's protection.

Comprehensive Policy, Top-up or Super Top-up?

Top-ups are the least understood bargain in Indian insurance. Both kick in 

above a threshold ('deductible'), but differently.

Comprehensive base policy: Your first line of defence from rupee one (after 

any small deductible). Essential, but raising its sum insured gets expensive 

quickly.

Top-up: Pays only when a SINGLE claim exceeds the deductible. Two claims of 

Rs 4 lakh each in a year with a Rs 5 lakh deductible? The top-up pays nothing.

Super top-up: Pays once TOTAL claims in the year cross the deductible - those 

same two Rs 4 lakh claims trigger it. Slightly costlier than a top-up, massively 

more useful. A Rs 20-50 lakh super top-up above a Rs 5-10 lakh deductible costs 

surprisingly little.

Who should choose what?

• Everyone with a base policy: add a super top-up rather than doubling the 

base cover - same protection, fraction of the premium.

• Employer-covered employees: a personal super top-up above the employer 

cover protects you between jobs and after retirement.

• Choose super top-up over plain top-up in almost every case.

VERDICT:  The winning formula: adequate base policy + large super top-up. It 

is the cheapest way to own Rs 25-50 lakh of health protection.

Employer Group Cover or Personal Policy?

"My company covers me" is one of the riskiest sentences in personal finance.

Employer group cover: Free or cheap, no medical tests, covers pre-existing 

diseases from day one. But it vanishes the day you resign, retire or are laid off - 

precisely when you may need it most. Group covers also still attract 18 per cent 

GST and are shrinking in generosity.

Personal policy: Yours for life, renewable forever, waiting periods get 

exhausted while you are young and healthy, and premiums are locked to entry 

age bands. Now GST-free for individuals.

Who should choose what?

• Every employed person: buy a personal policy IN ADDITION to the 

employer cover - waiting periods (2-4 years for pre-existing conditions) 

should burn while you are healthy.
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• Nearing retirement without a personal policy: buy one immediately; 

post-60 fresh policies are costly and restrictive.

• Between jobs: check if the group policy can be converted/ported - but a 

standing personal policy makes this a non-issue.

VERDICT:  Treat the employer cover as a bonus, never the foundation. Your 

own policy is the one that will attend your retirement.
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4. Retirement Planning

Retirement is the only goal for which no bank gives a loan. Whether you are 25 

or 55, these choices decide whether your later decades are dignified or 

dependent.

NPS or EPF?

The two pillars of formal retirement saving in India - one market-linked and 

flexible, one guaranteed and automatic.

EPF (Employees' Provident Fund): Mandatory for most salaried employees; 

employer matches your 12 per cent contribution. Currently earns 8.25 per cent 

(FY 2025-26), sovereign-backed and tax-free within limits. Pure debt - zero 

equity growth.

NPS (National Pension System): Voluntary, ultra-low-cost, with equity 

exposure up to 75 per cent (new lifecycle options like LC-75, Balanced Life 

Cycle, and even higher-equity choices under the multiple-scheme framework). 

Extra tax deduction of Rs 50,000 under 80CCD(1B) in the old regime, plus 

employer-contribution benefits even in the new regime. At 60, up to 60 per cent 

is tax-free lumpsum; at least 40 per cent must buy an annuity. Government 

employees now also have the Unified Pension Scheme (UPS) option with an 

assured pension.

Aspect EPF NPS

Return 8.25% declared (FY26) Market-linked (9-12% 

historical)

Equity exposure Negligible Up to 75% (or more, new 

options)

Liquidity Partial withdrawals 

allowed

Locked till 60 (small 

exceptions)

At exit Fully withdrawable 40% must buy annuity

Who should choose what?

• Salaried: EPF is automatic - keep it, never withdraw between jobs (transfer 

instead; compounding is sacred).

• Under 45: add NPS with high equity allocation for growth the EPF cannot 

give.

• Over 50: EPF/PPF-style safety becomes more valuable; NPS auto-lifecycle 

options taper equity for you.

VERDICT:  Not either-or: EPF is your guaranteed floor, NPS your growth 
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engine. Salaried investors should ideally run both.

NPS or Mutual Funds (for retirement)?

Both can build a retirement corpus - the trade-off is discipline versus freedom.

NPS: Lowest fund-management fees in the world (a few basis points), forced 

lock-in till 60 that protects you from yourself, extra tax deductions. But 40 per 

cent of the corpus must buy an annuity, whose payouts are taxed at slab rate; 

equity capped for most subscribers.

Equity mutual funds: No lock-in, unlimited equity, at retirement you control 

100 per cent of the corpus (SWP at concessional LTCG rates beats slab-taxed 

annuity income). But nothing stops you from raiding the corpus for a car or a 

wedding.

Who should choose what?

• Undisciplined savers or those who value the tax break: NPS's lock-in is a 

feature, not a bug.

• Disciplined investors who want exit flexibility: equity funds + PPF replicate 

most benefits with more freedom.

• Practical blend: NPS up to the tax-efficient limit, mutual fund SIPs beyond 

it.

VERDICT:  NPS for discipline and cost, mutual funds for freedom and flexibility.  

The blend beats either alone.

Annuity or SWP (post-retirement income)?

At retirement, the question flips from growing money to drawing it. Two main 

engines exist.

Annuity: Hand an insurer a lumpsum; receive a guaranteed pension for life - 

longevity risk fully transferred. Current annuity rates are roughly 6-7.5 per cent 

depending on age and options; payouts are taxed at slab rate; the capital is 

usually locked forever; and fixed payouts lose purchasing power to inflation 

over 25-30 years.

SWP (Systematic Withdrawal Plan): Keep the corpus in mutual funds 

(conservative hybrid/balanced), withdraw a fixed monthly amount. Tax-efficient 

(each withdrawal is mostly your own capital plus concessional-taxed gains), 

inflation-adjustable, corpus stays yours for heirs. Risk: a deep, prolonged 

market fall combined with heavy withdrawals can deplete the corpus.

Who should choose what?
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• No pension, fear of outliving money, limited financial literacy in the family: 

put a floor of guaranteed income via annuity/SCSS/POMIS covering 

essential expenses.

• Comfortable corpus and some market experience: SWP at a conservative 4-

6 per cent annual withdrawal rate for growth and tax efficiency.

• The professional answer: bucket strategy - 2-3 years of expenses in 

FDs/liquid funds, medium bucket in debt/hybrid funds, long bucket in 

equity, refilled periodically; annuity only for the essential-expense floor.

VERDICT:  Annuity buys peace of mind; SWP buys efficiency and flexibility. 

Guarantee your groceries with an annuity floor, fund your lifestyle with an SWP.

Retirement at 50 or at 60?

Ten extra working years change the arithmetic dramatically - in both directions.

Retiring at 50: More healthy years for travel, family and passions. But you 

need a corpus supporting possibly 35-40 years, health insurance without 

employer support, and you forgo the decade when earnings peak and children's 

expenses taper. Rule of thumb: you need roughly 30-35 times your annual 

expenses to retire at 50, versus 20-25 times at 60.

Retiring at 60: Ten more years of income, compounding and employer health 

cover; a shorter drawdown period. Cost: energy and health at 60 are not what 

they were at 50.

Who should choose what?

• Aspiring early retirees: from age 30, save 40-50 per cent of income, build a 

paid-off house, oversized health cover, and a corpus of 30x+ annual 

expenses before quitting.

• Most people: a middle path works - step down at 50-55 to lighter 

consulting/part-time work rather than a cliff-edge retirement.

• Whatever the age: retire TO something (purpose, routine, community), not 

just FROM something.

VERDICT:  Retire when your corpus - not your fatigue - says you can. 30-35 

times annual expenses for age 50; 20-25 times for age 60.

Financial Independence or Retire Early (FI vs RE)?

The FIRE movement bundles two very different ideas. They deserve separation.

Financial Independence (FI): Assets generate enough to cover expenses 

forever - work becomes optional. Pure upside: freedom to choose work, reject 

toxic jobs, take sabbaticals. Everyone should pursue FI.
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Retire Early (RE): Actually stopping work in your 40s. Risks: 40+ years of 

inflation and medical costs, loss of identity and social fabric, and boredom is 

real. Many early retirees return to some form of work - by choice or necessity.

Who should choose what?

• Everyone: chase FI aggressively - high savings rate, index SIPs, no lifestyle 

debt.

• Before choosing RE: test-drive a 6-month sabbatical; many discover they 

want different work, not no work.

• Coast-FI is a gentler variant: front-load savings by 40, then let 

compounding finish the job while you work a lighter job for expenses.

VERDICT:  Aim for financial independence; keep 'retire early' optional. FI is the 

destination - RE is just one of many roads from there.
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5. Tax Planning

Taxes are your largest lifetime expense after your home. Plan them legally and 

early - but never let the tax tail wag the investment dog.

Old Tax Regime or New Tax Regime?

The new regime (default since FY 2023-24) offers lower slab rates but almost no 

deductions; the old regime keeps deductions (80C, 80D, HRA, home-loan 

interest) with higher rates. Under the new regime (FY 2026-27), income up to 

Rs 4 lakh is tax-free, slabs rise gradually to 30 per cent above Rs 24 lakh, and a 

rebate makes income up to Rs 12 lakh (about Rs 12.75 lakh for salaried with 

standard deduction) effectively tax-free.

New regime: Simple, no proof-collection, lower rates, standard deduction of Rs 

75,000 for salaried, employer NPS contribution still deductible. Wins for most 

people with few deductions - and for practically everyone earning up to ~Rs 

12.75 lakh.

Old regime: Worth it only if your total deductions (80C Rs 1.5 lakh + 80D + 

HRA + home-loan interest up to Rs 2 lakh + NPS Rs 50,000, etc.) are large - 

typically Rs 4-5 lakh or more of combined deductions at higher incomes.

Who should choose what?

• Income up to Rs 12-13 lakh: new regime, almost always.

• Big home loan + HRA + full 80C/80D at higher income: compute both - the 

old regime can still win.

• Salaried can switch regimes every year while filing; business income 

holders have restrictions - decide carefully.

• Use the official income-tax e-filing comparison calculator each year; ten 

minutes may save tens of thousands.

VERDICT:  There is no universal winner - run both numbers annually. Default 

expectation: new regime for simplicity unless your deductions are genuinely 

heavy.

Tax Saving or Wealth Creation?

Every January-February, crores of rupees rush into products bought only for the 

80C receipt - insurance-cum-investment plans being the classic casualty.

Tax-first buying: Products chosen in March panic: traditional endowment 

plans returning 4-5 per cent, locked for 20 years, sold as 'tax-saving'. The tax 

saved is often destroyed several times over by poor returns.
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Goal-first investing: Choose investments for your goals; let tax benefits be a 

bonus. ELSS, PPF, NPS and term/health premiums all serve real goals AND 

save tax - no compromise needed.

Who should choose what?

• Old-regime taxpayers: fill 80C with things you would want anyway - EPF 

(automatic), PPF, ELSS, children's tuition, home-loan principal.

• New-regime taxpayers: you are free! Invest purely on merit - and never buy 

an endowment plan for tax reasons that no longer exist.

• Everyone: decide investments in April, not March.

VERDICT:  Never buy an investment you would refuse if it had no tax benefit. 

Plan in April; March buyers fund the industry's worst products.

Capital Gains: Harvest or Hold?

A quick, practical bonus: equity LTCG above Rs 1.25 lakh a year is taxed at 12.5 

per cent; short-term gains at 20 per cent.

Tax harvesting: Each year, book long-term gains up to the Rs 1.25 lakh 

exemption and immediately reinvest - resetting your cost base tax-free. Over 

decades this quietly saves lakhs.

Plain holding: Zero effort, and deferral itself has value. But the annual 

exemption unused is an exemption lost.

Who should choose what?

• DIY investors: harvest annually in March with a calendar reminder.

• Others: at minimum, plan redemptions across two financial years to use 

two exemption limits.

VERDICT:  Use the Rs 1.25 lakh LTCG exemption every single year - it does not 

carry forward.
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6. Home & Loans

A house is the largest transaction of most lifetimes - part shelter, part emotion, 

part investment. Separate the three before signing anything.

Own Residential House or Rented House?

The eternal Indian debate. The honest answer depends on your city, career 

stage and the price-to-rent ratio.

Owning: Security, freedom to modify, no landlord, a disciplined forced saving 

via EMI, pride of ownership, and rent-free retirement. Costs: down payment (20 

per cent), interest (a Rs 60 lakh loan at ~8 per cent over 20 years costs roughly 

Rs 60 lakh in interest alone), stamp duty, maintenance, property tax - and 

immobility if your career needs relocation.

Renting: Flexibility to move for jobs, access to locations you could never buy 

in, and rental yields of just 2-4 per cent mean renting is often cash-flow cheaper 

than the EMI on the same flat. The freed-up down payment and EMI difference, 

if honestly invested in equity SIPs, can outgrow the house's appreciation. Costs: 

annual hikes, landlord whims, no terminal asset.

Aspect Own Rent

Monthly outgo (same 
flat)

EMI ~ 2-3x the rent Rent (2-4% yield)

Mobility Low High

Wealth outcome One large illiquid asset Depends on investing the 

difference

Emotional security High Moderate

Who should choose what?

• Stable job/city, staying 10+ years, EMI within 35-40 per cent of take-home: 

buy - the emotional dividend is real.

• Mobile careers, expensive metros, early career: rent and religiously invest 

the difference; revisit at each life stage.

• Retirees: owning a debt-free home is near-non-negotiable - it is your 

inflation-proof roof and reverse-mortgage reserve.

• Never buy just because 'rent is wasted money' - interest, tax and 

maintenance are equally 'wasted'; run the full comparison.

VERDICT:  Buy for stability when you can afford it comfortably; rent for 

flexibility when you cannot. A house you strain to buy owns you, not the reverse.
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Independent House, Gated Community Apartment or Senior Citizen 

Home?

Three very different living formats, often chosen at different life stages.

Independent house: Land ownership (the part that truly appreciates), privacy, 

expansion freedom, no society politics. But you are your own security, 

maintenance and water department; resale liquidity is lower; and city-centre 

land is unaffordable for most.

Gated community apartment: Security, amenities (gym, pool, community), 

lock-and-leave convenience, easier resale and rental, maintenance handled. 

Costs: monthly maintenance of Rs 3-15 per sq ft, association rules, and the 

building depreciates even as the undivided land share appreciates.

Senior citizen home / retirement community: Purpose-built: medical 

support on call, age-friendly design (grab rails, ramps), community of peers, 

housekeeping and dining. Emerging strongly in India (Coimbatore, Pune, 

Bengaluru, Chennai). Considerations: resale market is still thin, monthly 

charges of Rs 15,000-40,000, and the emotional adjustment of moving.

Who should choose what?

• Young families: gated apartments win on safety, convenience and resale.

• Multi-generational families, own-land dreamers, tier-2/3 cities: 

independent houses.

• Post-70, or earlier if living alone / children abroad: senior communities 

deserve serious, unprejudiced consideration - they trade property 

appreciation for daily quality of life and safety.

• NRIs planning parents' care: evaluate senior homes early, not after a crisis.

VERDICT:  Apartment for convenience, independent house for land and legacy, 

senior home for care and community. Match the format to the life stage - and be 

willing to change format as stages change.

New House or Resale House?

Builder-fresh or pre-owned - both have honest advantages.

New house: Modern layouts and amenities, fresh RERA protections, no prior-

owner legal tangles, easier home-loan processing. Risks: construction delay 

(under-construction), GST on under-construction purchases, and 'launch price' 

premiums.

Resale house: What you see is what you get - ready to occupy, established 

neighbourhood, no GST, often 10-20 per cent cheaper than comparable new 

stock, and negotiable sellers. Costs: older construction, possible renovation, and 

more legal diligence (chain of title, society dues, encumbrances).
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Who should choose what?

• Need to move in now, value certainty: resale (or ready-to-move new).

• Can wait and want the latest amenities: new, from a reputed, RERA-

registered, financially sound developer only.

• Either way: independent legal opinion on title, an approved-plan check, 

and never pay large sums in cash.

VERDICT:  Ready-to-move (new or resale) beats under-construction for most 

families - a house you can see is worth two on a brochure.

Home Loan Prepayment or Investing Extra Money?

You have a surplus. Kill the 8 per cent loan or feed a 12 per cent SIP? The 

maths says invest; the mind says prepay.

Prepayment: A guaranteed, risk-free 'return' equal to your loan rate (~8 per 

cent), enormous psychological relief, and freedom from a 20-year commitment. 

Floating-rate home loans have no prepayment penalty. You lose the Section 24 

interest deduction (old regime) and potentially higher equity returns.

Investing the surplus: Equity has historically returned above home-loan rates 

over long periods - the spread compounds in your favour. But returns are not 

guaranteed, and a market crash while you hold a big loan tests nerves and job 

security assumptions.

Who should choose what?

• Early in the loan (interest-heavy years), conservative temperament, single-

income family: prepay - peace of mind is a return too.

• Comfortable EMI (<30 per cent of income), long horizon, stable dual 

income: invest the surplus; your loan is 'good debt'.

• The sensible split: 50 per cent of every surplus to prepayment, 50 per cent 

to investments - progress on both fronts, regret on neither.

• Always prepay expensive debt first (credit cards, personal loans) before 

either option.

VERDICT:  Mathematically invest, emotionally prepay - so split the surplus and 

do both. And by retirement day, the home loan must be zero.

EMI Reduction or Loan Tenure Reduction (after prepayment/rate cut)?

Every prepayment or rate cut gives you this choice - and one option is 

dramatically better.

Reduce EMI, keep tenure: Immediate monthly relief. But you stay in debt just 

as long and pay far more total interest.
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Reduce tenure, keep EMI: You were already managing the EMI - keep paying 

it, and years fall off the loan. On a Rs 50 lakh, 20-year, ~8 per cent loan, a Rs 5 

lakh prepayment with tenure reduction can save Rs 15-20 lakh in interest; with 

EMI reduction, the saving is a fraction of that.

Who should choose what?

• Default choice for everyone: tenure reduction.

• Choose EMI reduction only under genuine cash-flow stress - job loss, 

medical situation, income drop.

• When RBI cuts rates (repo is 5.25 per cent in mid-2026), banks quietly 

reduce EMI by default - call your bank and insist on tenure reduction 

instead.

VERDICT:  Reduce tenure, not EMI - it is the single highest-value phone call 

you can make to your bank.

Reverse Mortgage or Selling Property (asset-rich, cash-poor seniors)?

Many Indian seniors own a valuable house but lack monthly income. Two 

dignified exits exist.

Reverse mortgage: The bank pays YOU a monthly amount (or lumpsum) 

against your self-occupied house; you live in it for life; the loan is settled from 

the property after both spouses pass, with any surplus going to heirs - who can 

also repay and keep the house. Payments are loan advances, hence not taxable 

income. Limits: banks typically lend 40-60 per cent of value, tenure often 15-20 

years for payouts, and uptake in India remains low, partly for emotional 

reasons.

Selling (and rightsizing): Unlocks full market value at once. Sell the large 

house, buy a smaller flat (possibly in a senior community), invest the difference 

in SCSS (8.2 per cent), POMIS, FDs and conservative hybrid funds for income. 

Capital-gains exemptions under Sections 54/54EC can shelter the gains if 

reinvested properly.

Who should choose what?

• Deep emotional attachment, want to die in your own home, children settled 

elsewhere: reverse mortgage - it exists precisely for you.

• House too large/old to maintain, willing to relocate: selling and rightsizing 

usually yields far more monthly income.

• Children objecting to reverse mortgage while offering no support 

themselves forfeit the vote - your house, your retirement.

• Always involve a tax adviser before selling: exemption timelines (Sections 

54, 54EC) are strict.
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VERDICT:  Sell and rightsize for maximum income; reverse-mortgage for 

maximum continuity. Both beat silent poverty in a Rs 3 crore house.
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7. Borrowing

Debt is a tool - a crane in the right hands, a wrecking ball in the wrong ones. 

The interest rate and the purpose decide which.

Car Loan or Paying Cash?

A car loses 15-20 per cent of value the year you buy it. Should you also pay 

interest for the privilege?

Car loan: Preserves your liquidity; rates are moderate (~8.5-10.5 per cent). But 

you pay interest on a rapidly depreciating asset - a Rs 10 lakh car on a 5-year 

loan costs roughly Rs 12.3 lakh, by which time it is worth about Rs 5 lakh.

Paying cash: No interest, stronger price negotiation, no EMI burden. But 

emptying your emergency fund for a car is worse than a loan.

Who should choose what?

• Have surplus beyond emergency fund + goals: pay cash, and buy a 

sensibly-priced car (total car value under 50-60 per cent of annual income 

is a good ceiling).

• Business owners who can claim depreciation/interest: a loan can be tax-

sensible.

• Cannot pay cash without straining? That is the signal to buy a cheaper car 

or a certified pre-owned one, not to take a bigger loan.

• Never stretch beyond a 4-5 year tenure; a 7-year car loan means the car 

was too expensive.

VERDICT:  Cash if comfortable, small short loan if strategic - but the real 

decision is the price of the car, not the mode of payment.

Good Debt or Bad Debt?

Not all borrowing is equal. Sort every EMI in your life into two buckets.

Good debt: Buys appreciating assets or earning capacity at reasonable rates: 

home loan (~8 per cent, asset + shelter), education loan (skills raise lifetime 

income; interest deduction under 80E in old regime), business loans that 

generate returns above their cost.

Bad debt: Buys depreciation or consumption at punishing rates: credit-card 

rollover (36-42 per cent), personal loans for holidays/weddings/gadgets (11-18 

per cent), 'buy now pay later' chains, loans to invest in stocks (lethal). If the 

thing bought falls in value while the loan grows - it is bad debt.

Who should choose what?
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• List every loan with its interest rate. Attack the most expensive first 

(avalanche method) while paying minimums on the rest.

• Psychologically stuck? Clear the smallest loan first (snowball method) for 

momentum - the best method is the one you finish.

• Total EMIs should stay under 40 per cent of take-home; under 30 per cent 

breathes easier.

VERDICT:  Borrow to build, never to appear. If the purchase will not outlive the 

loan, do not sign.

Personal Loan or Loan Against Assets (Gold / FD / MF)?

When you genuinely must borrow, the collateral question decides the cost.

Personal loan: Unsecured, quick, no collateral - and priced accordingly at ~11-

18 per cent (higher for weaker credit scores). Easy availability is precisely its 

danger.

Secured loans: Loan against gold (~9-11 per cent), against FD (FD rate + ~1 

per cent, and the FD keeps earning), against mutual funds/shares, or top-up on 

a home loan (~8-9 per cent). Same money, dramatically cheaper - because the 

bank has security.

Who should choose what?

• Own gold, FDs or funds? Pledge, do not liquidate - your investments stay 

intact and compounding.

• No assets, urgent genuine need: personal loan from a bank (not an app), 

shortest tenure you can service.

• Avoid instant-loan apps with opaque rates and recovery practices; if an app 

is your only lender, the purchase can wait.

VERDICT:  Cheapest first: loan against FD/gold/home top-up, then bank 

personal loan, and never expensive app credit. Collateral you own is a discount 

card - use it.

Credit Card: Pay Minimum Due or Full Amount?

A short one, because it ruins more households than any market crash.

Minimum due (5 per cent): Keeps the card 'regular' but the balance 

compounds at 36-42 per cent annually - a Rs 1 lakh bill paid via minimums takes 

years and can cost more than double. Also, fresh purchases lose the interest-

free period.

Full payment: The card becomes a free 45-day loan with rewards. The only 

correct way to use one.



This or That?  -  A Personal Finance Guide

Prepared by Subbus, Retired Banker   |   Page 34

Who should choose what?

• Always, everyone: full payment via auto-debit on the due date.

• Already revolving? Convert to EMI (~14-18 per cent) or take a cheaper 

personal/secured loan to kill the 40 per cent debt today.

• If you cannot pay in full two months running, freeze the card in ice - 

literally if needed.

VERDICT:  A credit card is either a free loan or the most expensive one you will  

ever take. Full payment, always.
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8. Lifestyle Finance

Wealth is built in daily choices long before it is built in demat accounts. These 

comparisons are small individually and enormous over 30 years.

Needs or Wants? Luxury or Necessity?

The oldest filter in money management still works best.

Needs / necessities: Food, shelter, healthcare, education, insurance, commute 

- the non-negotiables. Roughly 50 per cent of take-home in the classic 50-30-20 

budget.

Wants / luxuries: Upgrades and pleasures - dining out, brands, latest phones, 

bigger cars. Perfectly legitimate at about 30 per cent of income - AFTER 20 per 

cent savings are automated. The danger is the quiet reclassification of wants as 

needs ('I NEED the new iPhone') and luxury creep with every salary hike.

Who should choose what?

• Follow 50-30-20 (needs-wants-savings); ambitious savers flip to 50-20-30.

• Before any purchase above a day's income, apply the 48-hour rule: park it 

in the cart, decide after two days.

• Anchor luxuries to milestones (bonus, goal achieved), not to boredom or 

Instagram.

VERDICT:  Budget wants boldly and cap them firmly. A rich life is not about 

zero luxuries - it is about chosen luxuries.

“Too many people spend money they haven't earned, to buy things  

they don't want, to impress people they don't like.”  — Will Rogers

Eating Out or Home Cooking?

The most underestimated line item in urban budgets - food delivery has made 

spending frictionless.

Eating out / ordering in: Convenience, experience, social joy. But a family 

ordering Rs 600 four times a week spends about Rs 10,000-12,000 a month - Rs 

1.2-1.4 lakh a year. That same amount as a monthly SIP at 12 per cent becomes 

roughly Rs 25 lakh in 20 years.

Home cooking: A fraction of the cost per meal, healthier, and batch-cooking 

kills the 'too tired to cook' ordering trigger. Time is the honest cost.

Who should choose what?

• Make eating out an occasion (weekly, chosen restaurant) rather than a 

default (daily, whatever app suggests).
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• Working couples: investing in a cook at Rs 3,000-6,000 a month often 

SAVES money versus delivery apps - and health.

• Track one month of food-app spending; the number usually reforms 

behaviour by itself.

VERDICT:  Eat out for joy, not from fatigue. The delivery app's real bill arrives 

20 years later, compounded.

Own Car or Ola/Uber Ride-Sharing?

Run the full cost, not just the EMI: depreciation, insurance, fuel, maintenance, 

parking, and the capital locked up.

Own car: Freedom, family convenience, status, emergencies, weekend trips. 

Full cost of a Rs 10 lakh car: roughly Rs 15,000-22,000 a month all-in 

(depreciation ~Rs 8,000, fuel, insurance, service, parking). Sitting idle 95 per 

cent of the time.

Ride-sharing / rentals: Pay only per use, zero maintenance headaches, no 

parking wars, no capital blocked. Two daily office rides plus weekend usage 

often totals Rs 8,000-15,000 a month - frequently cheaper than owning. Limits: 

surge pricing, availability, and no spontaneous 6 am hill-station starts.

Who should choose what?

• Metro dwellers with decent metro/cab access, single or couple, driving 

under ~1,000 km a month: ride-sharing + occasional self-drive rentals win 

financially.

• Families with kids/elders, poor transit cities, frequent intercity travel: own 

a car - but a sensible one; the wealth killer is not owning a car, it is owning 

too much car.

• Hybrid answer many miss: own ONE modest car per family, ride-share the 

second-car need.

VERDICT:  Below ~1,000 km a month in a metro, ride-sharing usually wins; 

beyond that or with a family, own - modestly. Buy transportation, not validation.
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9. Young Investors (20s and Early 30s)

Your 20s decisions carry a superpower no one else has: 40 years of 

compounding runway. Guard it jealously.

Going Abroad for Higher Studies or Taking Up Employment First?

A Rs 40-80 lakh decision (with education loan) versus immediate earning - one 

of the biggest financial forks for Indian families.

Higher studies abroad now: Global exposure, brand degrees, potentially 

higher-currency salaries. Costs: Rs 40-80 lakh+ (often via education loan at ~9-

11 per cent), 2 years of forgone Indian income, and visa/job-market uncertainty 

in destination countries. The ROI depends brutally on the university tier and 

course - a mid-tier foreign degree with loan can trap you.

Employment first: Immediate income and compounding start, work experience 

that improves admissions and scholarships later, employer-sponsored options 

(some companies fund/support higher studies), and clarity about what you 

actually want to study. 'Cost': a 2-4 year delay, and admission does get harder 

with family responsibilities.

Who should choose what?

• Top-tier admits (with scholarship/assistantship) in high-employability 

fields: go - the ROI usually justifies the loan.

• Mid-tier university, full self-funding via loan, vague goals: work 2-3 years 

first - you will choose better and may save a partial corpus.

• Parents: never liquidate retirement corpus for a child's foreign degree; 

education loans exist, retirement loans do not.

• Compute honestly: total cost (fees + living + forgone salary) versus 

realistic post-study salary uplift, with a 5-year payback test.

VERDICT:  Chase the university and outcome, not the geography. A great job 

now beats a mediocre degree abroad - and a great degree abroad beats both.

Entrepreneurship or Taking Up Employment?

Founder dreams versus salary safety - a life design question with heavy 

financial fine print.

Entrepreneurship: Unlimited upside, ownership, purpose. Financial reality: 

most startups fail; income may be zero or negative for 2-4 years; no EPF, 

gratuity or group insurance - you fund your own safety net. The best time is 

when obligations are lowest (early 20s, or with a working spouse).

Employment: Predictable income enables SIPs, loans, insurance and life 

planning; you learn on someone else's payroll; corporate skills (sales, 
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operations, finance) are startup fuel later. Ceiling: linear income, someone 

else's dream.

Who should choose what?

• Burning idea + low obligations + 12-18 months of expenses saved: leap - 

the cost of failure at 24 is a lesson; at 44 it is a crisis.

• Family obligations, EMIs, single income: build the venture nights-and-

weekends until it earns ~50 per cent of salary, then jump ('moonlight-

validate-leap').

• Either path: keep personal and business finances strictly separate, and 

never pledge the family home for a startup.

VERDICT:  Employment funds the runway; entrepreneurship is the flight. Take 

the leap when the idea, savings and obligations align - not when a LinkedIn post 

inspires you.

Start Early with Small Amounts or Start Late with Big Amounts?

The comparison that settles all youth-investing debates.

Early and small: Rs 5,000 a month from age 25 to 60 at 12 per cent grows to 

roughly Rs 3.2 crore.

Late and large: Rs 20,000 a month from age 40 to 60 at 12 per cent - four 

times the monthly saving - reaches only about Rs 2 crore. The 15-year head 

start beats the 4x contribution.

Who should choose what?

• In your 20s: start with anything - Rs 500 SIPs exist. The habit matters more 

than the amount.

• Step up the SIP 10 per cent yearly; it painlessly triples lifetime 

contributions.

• Already 40+ and starting late? Do not despair - combine higher savings 

rate, working longer, and realistic return expectations. The second-best 

time is today.

VERDICT:  Time in the market is the one asset youth has that money cannot 

buy back later. Start ugly, start small - but start now.

“Compound interest is the eighth wonder of the world. He who 

understands it, earns it; he who doesn't, pays it.”  — Attributed to 

Albert Einstein
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10. Senior Citizens

After 60, the rules invert: income certainty beats growth, simplicity beats 

sophistication, and every product must pass the test - 'can my spouse operate 

this without me?'

SCSS / POMIS or Bank Fixed Deposits?

The government gives seniors two special counters - use them before ordinary 

FDs.

SCSS (Senior Citizens' Savings Scheme): 8.2 per cent (July-September 

2026), sovereign-backed, quarterly payouts, 5-year term (extendable), maximum 

Rs 30 lakh per person (Rs 60 lakh per couple). Interest is taxable; 80C benefit in 

old regime. The first Rs 30-60 lakh of a retiree's safe money belongs here.

POMIS and Bank FDs: Post Office Monthly Income Scheme pays 7.4 per cent 

monthly (limit Rs 9 lakh single / Rs 15 lakh joint). Senior-citizen bank FDs add 

0.25-0.5 per cent over card rates and offer flexible tenures; insured Rs 5 lakh 

per bank per depositor - spread across banks if needed.

Who should choose what?

• Fill SCSS to the limit first (both spouses), then POMIS, then ladder bank 

FDs across 1-5 year maturities so something matures every year.

• Section 80TTB (old regime) exempts up to Rs 50,000 of deposit interest for 

seniors; also submit Form 15H if total income is below taxable limits to 

avoid TDS.

• Keep every account either joint or with clear 'Either or Survivor' operation 

and nominations updated.

VERDICT:  SCSS first, always - it is the best guaranteed deal in Indian finance 

for seniors. FDs come after the special counters are exhausted.

Regular Health Policy or Senior-Specific Policy?

Health cover after 60 is expensive - and not having it is far more expensive.

Continuing / porting an existing policy: Gold standard: waiting periods 

already served, no fresh medical underwriting shocks, lifetime renewability is 

your right. Never let an old policy lapse after 60.

Fresh senior-citizen policy: Designed for 60-80 entry: expect co-payments 

(10-30 per cent), pre-existing disease waiting periods of 2-4 years, and premium 

of Rs 30,000-80,000 for Rs 10 lakh cover. Still worth it - one cardiac procedure 

costs Rs 4-8 lakh. Zero GST on individual policies (since September 2025) has 

softened the premium blow.
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Who should choose what?

• Buy/upgrade health cover BEFORE retirement while group cover still runs 

- port, do not restart.

• Choose higher sum insured with co-pay over lower sum insured without - 

catastrophe protection matters more than small-claim comfort.

• Maintain a separate medical emergency fund (Rs 3-5 lakh liquid) for co-

pays, exclusions and non-hospital costs; 80D allows up to Rs 50,000 

deduction for senior premiums (old regime).

VERDICT:  The best senior health policy is the one bought at 45 and never 

lapsed. Failing that, buy the senior-specific one today - age only makes it 

costlier.

Living With Children or Independent / Senior Community Living?

A finance-and-family question most households discuss too late.

Living with children: Emotional closeness, shared costs, built-in care. Works 

beautifully with mutual respect and boundaries - and can strain everyone 

without them. Financial caution: keep your corpus and property in your control; 

contribute to expenses by choice, not compulsion.

Independent / senior community living: Autonomy, peer community, 

professional care on call. Requires reliable income (SCSS/annuity/SWP/rent) of 

Rs 30,000-80,000 a month depending on city and format.

Who should choose what?

• Whatever the arrangement: never transfer the house or corpus fully to 

children during your lifetime - a Will handles succession; premature gifting 

removes your leverage and safety net (courts see such disputes daily).

• Trial senior communities with short stays before committing.

• Discuss openly at 65, not during a health crisis at 78.

VERDICT:  Choose the arrangement that preserves both relationships and 

independence - and whichever you choose, keep the assets in your name while 

you live.
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11. Behavioural Finance

Markets test your temperament more than your intelligence. Every investor's 

biggest risk looks back from the mirror.

Fear or Greed?

The two emotions that drive every bubble and every crash - and most personal 

investing mistakes.

Fear: Makes you sell at the bottom, sit in cash during recoveries, and avoid 

equity entirely - so inflation quietly confiscates your savings. Fear feels prudent; 

it is usually just expensive.

Greed: Makes you buy at tops, chase last year's best fund, over-leverage, and 

mistake a bull market for genius. Greed feels like conviction; it is usually just 

recency.

Who should choose what?

• Automate against both: SIPs ignore fear, asset-allocation rebalancing 

harvests greed.

• Write an Investment Policy Statement (one page: goals, allocation, when to 

buy/sell) in calm times; obey it in wild times.

• When everyone you know is buying something aggressively, be cautious; 

when everyone is despairing, be curious.

• The Sensex has crashed many times - 2008, 2020 - and recovered every 

single time. Sellers locked losses; SIP-continuers built fortunes.

VERDICT:  You cannot delete fear and greed - you can only automate around 

them. Discipline is the only emotion-proof strategy.

“Be fearful when others are greedy, and greedy when others are  

fearful.”  — Warren Buffett

Timing the Market or Time in the Market?

Everyone secretly believes they can enter low and exit high. Almost nobody 

actually does.

Timing the market: Requires being right twice - exit AND re-entry. Missing 

just the 10-20 best days in a decade (which cluster suspiciously near the worst 

days) destroys a huge share of total returns. Even professionals fail 

consistently.

Time in the market: Stay invested through cycles; volatility is the fee for 

equity returns, not a flaw. Longer holding periods have historically pushed the 

probability of loss in diversified equity towards zero.
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Who should choose what?

• All investors: SIP + hold + annual rebalance is the entire playbook.

• Feeling clever with a market view? Express it through rebalancing bands 

(say, ±5 per cent of target allocation), never through all-in/all-out moves.

• Keep 3 years of any withdrawal needs out of equity - then market falls 

become irrelevant noise.

VERDICT:  Time in the market beats timing the market - not as a slogan, but as 

arithmetic.

Investing or Speculation?

Both happen on the same screen with the same app - which is exactly the 

danger.

Investing: Buying productive assets (businesses, bonds, property) whose cash 

flows justify the price, held for years. Returns come from the asset working.

Speculation: Buying anything - options, meme stocks, unregulated crypto 

schemes, 'guaranteed doubling' plots - mainly because you hope someone pays 

more later. Returns come from a greater fool arriving. SEBI's studies show the 

overwhelming majority of retail F&O traders lose money.

Who should choose what?

• Test each holding: 'If the market shut for 5 years, would I be happy owning 

this?' Yes = investment. No = speculation.

• Cap deliberate speculation at 5 per cent of your portfolio, mentally pre-

written off.

• Beware speculation wearing investing's clothes: unregulated 'assured 

return' schemes, tips groups, and anything urgent.

VERDICT:  Invest with your corpus, speculate (if you must) with your 

entertainment budget. Never confuse a casino chip with a share certificate.

Emotional or Rational Decision-Making?

Money decisions feel logical while being driven by bias: loss aversion (losses 

hurt twice as much as gains please), anchoring (fixating on your buy price), 

herd instinct, overconfidence, and sunk-cost stubbornness.

Emotional (default mode): Sell winners early, hold losers forever ('it will 

come back'), buy what friends buy, panic on red days. Feels natural; costs a 

fortune.

Rational (designed mode): Rules decide, not moods: written goals, fixed 

allocation, automated SIPs, annual review dates, a 48-hour cooling rule before 

any unplanned transaction above a threshold.
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Who should choose what?

• Build a decision system when calm; never redesign it during a crash or a 

rally.

• Before selling in panic ask: 'Has my goal changed, or only the price?' If 

only the price - do nothing.

• A good adviser's biggest value is not fund selection but standing between 

you and your worst impulses.

VERDICT:  You will never remove emotion - so pre-commit to rules that make 

emotion irrelevant. Systems beat willpower.

“The investor's chief problem - and even his worst enemy - is likely  

to be himself.”  — Benjamin Graham

Herd Mentality or Independent Thinking?

When your barber recommends a stock and three WhatsApp groups agree, the 

top is usually near.

Following the herd: Comfortable and socially validated - and mathematically 

guarantees buying popular (expensive) assets and abandoning unpopular 

(cheap) ones. Every bubble in history was a crowd feeling safe together.

Independent thinking: Decide from your own goals, allocation and research. 

Uncomfortable - you will look wrong during manias - but it is the only seat from 

which buying low is even possible.

Who should choose what?

• Mute tips groups; unfollow 'sureshot' channels. Information diet is part of 

financial hygiene.

• Adopt a checklist for any hot idea: Do I understand it? Does it fit my 

allocation? Who benefits from telling me this?

• Being early, alone and right pays best - but being boring and consistent 

pays almost as well with none of the stress.

VERDICT:  The crowd is right in the middle of trends and catastrophically 

wrong at both ends. Own your decisions - your goals aren't a group activity.
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12. Digital Finance

India's payment revolution - UPI, cards, apps - is a blessing with sharp edges. 

Convenience is the product; overspending and fraud are the side effects.

UPI or Credit Card?

The two dominant ways urban India pays - each with a distinct financial 

personality.

UPI: Instant, free, universal (chaiwala to car showroom), directly debits your 

account - which is also its discipline advantage: you can only spend what you 

have. Now also linkable to RuPay credit cards, blurring the line. No rewards on 

plain bank-account UPI; frauds exploit its speed ('collect request' scams, fake 

helplines).

Credit card: 45 interest-free days, reward points/cashback (1-5 per cent 

effective), purchase protection, and the main builder of your CIBIL score - vital 

for future home loans. Danger: spending money you do not yet have; rollover 

interest at 36-42 per cent.

Who should choose what?

• Daily small spends and P2P transfers: UPI.

• Large planned purchases, online shopping, travel bookings: credit card 

(paid in full) for rewards and protection.

• Overspenders: stick to UPI-from-savings until control returns; the card's 

rewards never outweigh its temptations for a spender.

• Young earners: one entry-level card, small limit, auto-pay full - build the 

credit score early.

VERDICT:  UPI for control, credit card for benefits - and the credit card only if 

the bill is auto-paid in full, every month, forever.

Credit Card or Debit Card?

Same plastic, opposite philosophies.

Debit card: Spends your own money - perfect discipline, no debt possible. But 

weaker fraud protection in practice (your account is emptied while dispute 

resolves), minimal rewards, and no credit-score building.

Credit card: Spends the bank's money for up to 45 days - better dispute 

position (the bank's money is at risk, not yours), rewards, credit history. 

Requires the full-payment discipline covered above.

Who should choose what?

• Online transactions and international use: credit card is materially safer.
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• ATM withdrawals and budget-bound spenders: debit card.

• Set transaction limits and switch off international/contactless features you 

do not use - on both cards - via your bank app.

VERDICT:  Disciplined spenders should prefer credit cards for safety and 

rewards; everyone else should master the debit card first.

Digital Convenience or Digital Caution? (Fraud-proofing)

Not either-or but both-and: every convenience needs a matching defence. 

Frauds now arrive as fake customer-care numbers, 'digital arrest' video calls, 

screen-share apps, phishing 'KYC update' links, and OTP-harvesting calls.

The convenience layer: UPI, netbanking, app-based investing, e-mandates - 

genuinely life-improving; refusing them is not a strategy.

The caution layer: Non-negotiables: never share OTP/PIN/passwords with 

anyone including 'bank staff'; banks never ask. No screen-share apps with 

strangers. Verify numbers only from official websites/apps. UPI PIN is needed to 

SEND money, never to receive. Report fraud instantly to 1930 (national cyber 

helpline) and your bank - the first hour decides recovery.

Who should choose what?

• Senior citizens: keep a separate 'transaction account' with limited balance 

for UPI/cards; the corpus lives in a different account with no linked cards.

• Everyone: separate email for finance, two-factor everything, review e-

mandates and standing instructions quarterly.

• Family rule: any 'urgent' money request - even in a relative's voice (AI 

voice cloning is real) - gets verified by calling back on the known number.

VERDICT:  Adopt every convenience; pair each with a habit of caution. In 

digital finance, your scepticism is the real two-factor authentication.
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13. Estate Planning

The most loving financial document you will ever create is the one that speaks 

when you cannot. Most Indian families skip it - and courts fill with the 

consequences.

Will or Trust?

Both transfer assets to loved ones; they differ in cost, control and when they 

act.

Will: A written declaration of who gets what after you. Simple, cheap (can be 

handwritten; registration optional but advisable), changeable anytime. It acts 

only at death, may require probate (court validation - time and cost, mandatory 

in some cities for some cases), and can be contested.

Private trust: Assets move into a trust managed by trustees for beneficiaries - 

operative during your lifetime too. Enables staggered payouts to spendthrift or 

minor children, care for a special-needs dependant, business succession, and 

probate avoidance. Costs: setup and ongoing compliance, professional fees, and 

some loss of direct ownership.

Aspect Will Trust

Cost Minimal Moderate to high

Takes effect After death Immediately (as 

structured)

Probate May be required Avoided for trust assets

Control after death One-time distribution Conditions, staggering 

possible

Who should choose what?

• Almost every adult with any asset: a Will, today. Include even 'small' things 

- bank accounts, MF folios, digital assets, jewellery.

• Large/complex estates, minor or special-needs beneficiaries, business 

families, fear of disputes: add a trust with professional help.

• Update the Will after every major life event (marriage, birth, divorce, major 

purchase); two witnesses (non-beneficiaries), doctor's fitness certificate for 

seniors adds strength.

VERDICT:  A Will is the minimum; a trust is the upgrade for complexity. Dying 

intestate (Will-less) means succession laws - not you - decide, slowly and 

expensively.
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Nominee or Legal Heir?

The most dangerous misunderstanding in Indian personal finance: nomination is 

NOT inheritance.

Nominee: A trustee/receiver appointed so the institution can smoothly hand 

over money - the nominee holds it on behalf of the legal heirs. (Exceptions exist 

- e.g., insurance 'beneficial nominees' (close family) and certain company shares 

- but never rely on nomination as a succession plan.)

Legal heir (per Will or succession law): The person who actually OWNS the 

asset after you. If your Will says daughter but the old nomination says brother, 

the brother receives - and the daughter must claim from him, possibly in court.

Who should choose what?

• Audit every nomination today: bank accounts, FDs, demat, MFs, EPF, PPF, 

NPS, insurance, lockers. Post-marriage updates are the most commonly 

missed.

• Align nominations WITH the Will - same names, to eliminate conflict 

entirely.

• Joint holding ('Either or Survivor') for spouses simplifies transmission 

further.

VERDICT:  Nomination is a delivery mechanism; the Will decides ownership. 

Make them point to the same people and your family is spared years of 

paperwork.

Will or Family Settlement?

Succession can be arranged after death (Will) or agreed during lifetime (family 

settlement/partition).

Will: You retain full ownership and control until the end; change your mind 

anytime. But heirs learn the contents later, and disappointed parties can 

contest.

Family settlement: A lifetime agreement dividing family property among 

members - transparent, dispute-defusing (everyone signs), and generally not 

treated as a taxable transfer when properly executed among family members. 

Risk: you give up assets while alive - never distribute so much that your own 

security depends on children's goodwill.

Who should choose what?

• Harmonious families with joint/ancestral property: a registered family 

settlement during lifetime prevents the classic post-death feud.

• Self-acquired property, or any doubt about your future needs: keep 

ownership; use a Will.



This or That?  -  A Personal Finance Guide

Prepared by Subbus, Retired Banker   |   Page 48

• Hybrid used by wise elders: settle business/ancestral assets now, retain the 

residence and corpus, Will the rest.

VERDICT:  Settle what causes disputes; retain what ensures your dignity. Give 

with warm hands if you wish - but never give away the roof and the pension.

Gift or Inheritance?

Transfer to children now, or let them receive later?

Gifting now: Joy of seeing them benefit, helps at their time of real need (home 

down payment, business), and gifts to specified relatives (children, spouse, 

parents, siblings) are tax-free in the recipient's hands - use a simple gift deed 

for records; register gifts of property. Income later earned on gifted money is 

taxed in the recipient's hands (clubbing rules apply for gifts to spouse/minor 

children). Risk: irreversible.

Inheritance (via Will): You keep control and security lifelong; India currently 

has no inheritance tax, and heirs receive assets with a stepped-up practical 

position (cost of previous owner carries for capital gains). Risk: children may 

need help at 35, not at your passing when they are 60.

Who should choose what?

• Comfortably over-funded for your own retirement (with margin for medical 

shocks): gift meaningfully at their need-moments - 'give with a warm hand'.

• Adequate-but-not-abundant corpus: inherit, do not gift; your security is the 

family's real safety net.

• Document everything: gift deeds, updated Will - informal transfers breed 

the ugliest disputes.

VERDICT:  Gift from surplus, never from security. Help children when it 

changes their life - but only after your own old age is unconditionally funded.
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14. Timeless Money Lessons

Rates change every quarter; these do not. If the whole article compressed into 

one page, it would be this one.

The Ten Commandments of Personal Finance

Distilled from every comparison above:

1. Pay yourself first - automate 20-30 per cent savings on salary day; wealth is 

built by order of operations, not size of income.

2. Insure before you invest - term life (10-15x income) and comprehensive 

health cover are the foundation, not an afterthought.

3. Emergency fund of 6-12 months' expenses before any market investment - 

it converts crises into inconveniences.

4. Match the asset to the horizon - under 3 years: debt; 3-7 years: hybrid; 

beyond 7: equity-heavy.

5. Asset allocation beats fund selection - the equity:debt ratio drives 80-90 

per cent of your outcome; rebalance yearly.

6. Costs and taxes compound too - direct plans, index funds, LTCG harvesting 

and regime comparison are quiet wealth multipliers.

7. Never mix insurance with investment, or emotion with allocation.

8. Debt only for what appreciates or earns; total EMIs under 40 per cent of 

take-home; credit cards paid in full, always.

9. Time in the market beats timing the market - SIPs continue especially in 

crashes; that is when the real units are bought.

10. A Will, updated nominations, and one family member who knows where 

everything is - the final act of financial love.

VERDICT:  Simple, boring, repeated for decades - that is the entire secret. 

Complexity is what gets sold; simplicity is what gets rich.

“The first rule of compounding: never interrupt it unnecessarily.” 
— Charlie Munger
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Build from the bottom: emergency fund, then protection, then goals, then wealth - speculation 

only ever at the top, if at all.

A One-Page Action Plan by Age

Where to focus, decade by decade:

Age band Focus Key actions

20s Habits & growth Start SIPs (any amount), 

term+health cover once 

dependants/liabilities 

appear, build credit score, 

avoid lifestyle EMIs

30s Acceleration Step-up SIPs, buy 

adequate term cover, 

home decision, children's 

goal SIPs, write first Will

40s Consolidation Peak earnings = peak 

savings, prepay expensive 

debt, rebalance to ~60:40, 

super top-up health cover, 

education corpus glide to 

debt

50s Protection Shift to 40-50% equity, 

retirement corpus 20-25x 

expenses check, zero loans 
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Age band Focus Key actions

by 60, port health 

insurance, update estate 

documents

60s+ Income & legacy SCSS/annuity floor for 

essentials, SWP for 

lifestyle, 25-35% equity for 

inflation, simplify 

accounts, family money-

map handover

VERDICT:  Every decade has one job. Do that decade's job well and the next 

one gets easier.

Every instrument in this article, on one map: more return always costs more risk - anyone 

promising otherwise is selling something.
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A Closing Word

If you have read this far, you already know the guide's real message: almost no 

choice in personal finance is about the product - it is about you. Your age sets 

the horizon, your responsibilities set the insurance, your temperament sets the 

equity share, and your goals set everything else. The same question - SIP or 

lumpsum, buy or rent, annuity or SWP - has different right answers for a 25-

year-old techie, a 45-year-old parent of two, and a 68-year-old pensioner. That is 

not confusion; that is personal finance being personal.

Start where you are. Automate the savings, buy the protection, write the Will, 

and let the boring machinery of compounding do the rest. Money, managed 

calmly, buys the one luxury that matters: the freedom to stop thinking about 

money.

“Someone's sitting in the shade today because someone planted a  

tree a long time ago.”  — Warren Buffett

Disclaimer

This article has been prepared by Subbus, a Retired Banker, purely for educational and 
informational purposes. It does not constitute investment, tax, legal or insurance advice, 
nor an offer or solicitation to buy or sell any financial product.

Interest rates, tax provisions and regulations mentioned are as prevailing in July 2026 
and are subject to change; readers must verify current figures from official sources (RBI, 
Income Tax Department, SEBI, IRDAI, PFRDA, India Post) before acting. Mutual fund 
investments are subject to market risks - read all scheme-related documents carefully. 
Past performance is not indicative of future returns. Illustrative return assumptions (e.g.,  
12% p.a. for equity) are for explanation only and are not assured.

Readers are strongly advised to consult a SEBI-registered investment adviser, a 
chartered accountant and/or a legal practitioner, as appropriate, before taking decisions 
based on this article. The author and publisher accept no liability for any loss or damage 
arising from the use of this material.

- Prepared by Subbus, Retired Banker
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