
SYSTEMATIC INVESTMENT PLAN

SIP

Systematic Investment Plan (SIP) is an investment route offered by Mutual
Funds wherein one can invest a fixed amount in a Mutual Fund scheme at
regular intervals– say once a month or once a quarter, instead of making a
lump-sum investment. The installment amount could be as little as INR 500 a
month and is similar to a recurring deposit. It’s convenient as you can give
your bank standing instructions to debit the amount every month.
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Your first day of school can at
times be difficult. Remember

to trust your instincts and
just be yourself.

ADVANTAGES OF MUTUAL FUNDS
Understanding SIP

SIP has been gaining popularity among Indian MF investors, as it helps in investing in a disciplined manner

without worrying about market volatility and timing the market. Systematic Investment Plans offered by Mutual

Funds are easily the best way to enter the world of investments for the long term. It is very important to invest

for the long-term, which means that you should start investing early, in order to maximize the end returns. So

your mantra should be - Start Early, Invest Regularly to get the best out of your investments

One should never invest in Mutual Funds, but should invest through them.

To elaborate, we invest in various investment avenues based on our requirements, e.g. for capital growth - we

invest in equity shares, for safety of capital and regular income - we buy fixed income products.

The concern for most investors is: how to know which instruments are best for them? One may not have enough

abilities, time or interest to conduct the research.

To manage investments, one can outsource certain tasks one is unable to do. Anyone can outsource ‘managing

one’s investments’ to a professional firm – the Mutual Fund company. Mutual Funds offer various avenues to

fulfill different objectives, which investors can choose from based on one’s unique situation and objective.
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Some people invest in Mutual Funds for a regular income, and they usually
look at options of getting a dividend. Thus many schemes, especially debt
oriented schemes, have monthly or quarterly dividend options. It is
important to note that dividends are distributed from the profits or gains
made by the scheme and are in no way guaranteed every month. Though
the fund house endeavors to give consistent dividends, the distributable
surplus is determined by market movements and fund performance.
There is another method to get a monthly income: using the Systematic
Withdrawal Plan (SWP). Here, you need to invest in the growth plan of a
scheme and specify a certain fixed amount required as a monthly payout.
Then on a designated date, units amounting to that fixed amount would be
redeemed. For example, an investor could invest Rs. 10 lacs and request
that Rs. 10,000 be paid on the 1st of every month. Then, units worth Rs.
10,000 would be redeemed on the 1st of every month.
It is important to note that the tax treatment for both, dividend and SWPs,
vary, and investors need to plan accordingly.
*Monthly Income is not assured and should not be construed as guarantee
of future returns.
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