PERSONAL FINANCE

For your child’s sake

Then there are products such as ‘Kotak Starkid fa-

nancial planner.

based investment advisory firm,
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¢ Higher education in the fields of
« . medidine, engineering or coursesin

i Overseas institutions can be excep-

i tionally high 15 years from now: A

* degree in medicine which costs a

+  parentaround Rs 10 lakh today will

. CostRs28.54lakhin 18yearsifinfla-

,  tionwereamodest6%. Accumulat-
+  ingsavings of this magnitude might
v appearaherculean task, but can be

. achievedifparents start early. If you

! investRs4,500 every monthina mix

« ofinvestments that earn a portfolio

v returnof 119%, thiswill generate sav-

» ings of around Rs 28 lakh. The re-
¢ tunson bank deposits will simply
+ notbeenoughasinflation and taxes
y  Wwill eatinto the returns. Moreover,

*  inthe very long term, interest rates

+ o tem deposits are expected to

. dedine.

Children’s plans are also available through the mutual fund
route. “Most of these schemes are not recommiended due to
their erratic track records and love assets under management,”
says Nikhil Naik, managing director of Naik Wealth, a Mumbai-

HEN it comes to financial planning for a child’s education, the
W mostaffordable wayistostarrsaving ear! y. There are

many dedicated insurance products for children bur §
this rotte is generally not recommended by financial planners. |

“Such offermgs find favour because of the emotional value at-
tached to suchinvestments,” says Amit Suri, a Delhi-based fi-

Given the high costs, lowerliquid-
ity and lower fransparency levels,
‘of late, ULIP child plans are not
recommended by finandial plan-
ners. Child plans by mutual fund
houses too are not recommend-
ed since the track record of such
schemes are erraticand they have
very low assets under manage-
ment. There is also a charge on
early exit under most of these
funds. Child plans by mutual
funds are largely balanced funds
butarenotcomparable toregular
balanced funds as the allocations
are different,

HOW MUCH SHOULD ONE INVEST?

Rate of interest (ok)
TIME FRAME (Yrs)
5

10%
B4,569
10 24,409
15 12,064
18 8,326

12%
61,222
21,735
10,008

6,598

154
56,450
18,167
7,479
4,585

49,136
15,295
4,481
243

The.above thart givesiyon how much maney ot shoild contribate per month
16 builid a bund of Bs 50 Lakhs — the enst of edueation in fitisre. For example, i
your have fo create o corpus of Rs 50 lakh in 5 years 3t 1044 e of ritum, il

have o invest RS 63,596 per month

cility” which allow investors 1o choose
across three schemes offered by the fund
house — Kotak 30, Kotak Opportunities
Fund or Kotak TaxSaver, in the name of the child and further
enjoy free insurance 1o the extent of unpaid SIP instalmens,
{ Thecaichisyou haye to commit to the fund house till the extent
of the SIPperiod. “Open-ended diversified equity funds make
great sense when it comes to building corpus for goals such as a
child’s education,” says Mr Naik. The best feature of such funds

i§ the opportunity it gives the investor o correct his mistakes

and realign asset allocation.
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Another option is to start by in-
vesting 100% of your funds, in di-
a good track record. If you start at
your child's infancy and have 18
yearsin hand, three or four good
diversified equity funds SIP are
good starting point. Overaperiod

|
Inthe last three years, the money
should move out of equities and
getintosafer short-term debtmu-
tual funds, or even fixed deposits.

THE COST OF EDUCATION IN FUTURE

EXPENSES (I Rs Lakh)
TIME FRAME (Yrs) 10
5 1338
10 1791
15 2397
8 2854

15 20 25
20.07 2676 33.46
26.86 3582 .77
3595 4793 59291
42.82 57.09 7136

Theabove chart tells you how miich you have to pay io resch your goals in

huture. For example
aAfter 5 years gt 89 inflation

ourse that costs Rs 10 lakh today vl cost Rs 13 38 lakly




