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SHRIJI INVEST - RETIREMENT PLAN

A person looking for a job essentially is looking for financial security even post
retirement. Generally a person looks towards retirement as a combination of
financial security and spending time with near and dear ones. For financial security
investing in assets that are least volatile and generate at least returns at par with

inflation is crucial.

Mutual funds leaning towards equity have higher potential to generate inflation
beating returns. But it is not possible to correctly predict what will be the phase of
the equity market while one is getting retired. Equity market moves in cycles of
bearishness, bullishness and consolidation. Look at the capital markets of Japan and
Hong Kong, they have undergone a long phase of wealth destruction. Hence, it is
advised to stick to asset allocation when one is looking for retirement planning as

avenues of new income generation become very few post retirement.

There are a variety of mutual fund schemes for retirement planning with varying
composition of debt and equity. Some fund houses have designed funds depending

upon the age group of investors.

It will be good to save a portion of income in fixed income securities and invest the
rest in equities after taking advice from one’s financial advisor. Here, Shriji Invest
can help you to draw your retirement plan based on your risk profile. Below is a brief

overview of pension funds in India.

Pension Plans



MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS.
PLEASE READ ALL DOCUMENTS CAREFULLY BEFORE INVESTING.

Generally pension plans offered by life insurance companies come with four
variants. First one is a regular plan here, all the premiums that have contributed to
creation of corpus are provided as lump-sum to the policyholder from the insurance
company. Second one is a regular plan with life insurance. Here a portion of the
premium is used for buying term insurance and the rest is used for creation of
corpus that can provide lump-sum payment at the time of retirement. The third plan
is a regular plan with immediate annuity. Here policyholders can earn income from
next month following investment. The fourth is a regular plan with deferred annuity.
Here accumulated corpus is used for buying deferred annuity for getting regular
pension and life cover is also provided.

National Pension Scheme (NPS)

National pension scheme follows an asset - allocation approach. One can invest as
per one’s risk profile or can invest as per the fixed asset allocation matrix of NPS that
varies based on subscriber’s age.

There are two types of nps accounts. Tier 1 and Tier 2. Tier 1 has tax exemptions and
limited withdrawals whereas tier 2 has flexibility in withdrawals but has no tax
exemptions.

Contributions to tier 1 NPS accounts are locked till the age of 60. It discourages
partial and premature withdrawals by placing restrictions. After completion of three
years, the subscriber can withdraw up to 25% of his contributions for specific
reasons. He can withdraw up to 50% of the corpus if he has completed 25 years of
service. A subscriber can partially withdraw up to a maximum of three times during
his entire tenure in the NPS with a minimum gap of five years in between. After
completion of five years, he can withdraw a maximum 20% of the corpus as a lump
sum, and at least 80% of the corpus has to be utilised for purchasing an annuity plan
for receiving the pension. All the partial withdrawals are tax free.

Meanwhile, retirement funds permit full withdrawal after the mandatory lockin
period of five years, or upon retirement, whichever is earlier. Apart from lump-sum
withdrawals, a retirement fund allows investors to set up a systematic withdrawal
plan (SWP) at the time of retirement so that they can draw a steady stream of cash
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flow suited to their requirements. It does not force annuity payouts. The corpus that
is not withdrawn remains invested, generating more returns for the investor.

Meanwhile, up to 60% of the NPS corpus withdrawn as a lump sum at retirement is
tax-free for tier 1. The income earned as pension from the annuity portion is taxable
at the slab rate.

NPS is a market-linked investment scheme that provides a lump sum after
retirement as well as a regular monthly income. Utilisation of Contributions: There
are 4 types of schemes under NPS schemes where the funds are used in different

ways:

i. Default Scheme: Your contributions will be invested in default schemes of 3

different PSU pension funds based on a predefined proportion.

ii. Scheme G: Your 100% contribution will be invested in Government Bonds and

related financial instruments.

iii. Scheme LC 25: A Life cycle fund where you can opt for 25% (maximum) equity

investment of your total contributions.

iv. Scheme LC 50: A Life cycle fund where you can opt for 50% (maximum) equity

investment of your total contributions.

Unit Linked Pension Plans (ULPPs)

In this policy, the investment risk in the investment portfolio is borne by the

policyholder.

ULIP provides both life insurance coverage and investment benefits. Premiums paid
to a ULIP plan are distributed into two parts- the first in a life insurance plan and the

second variety of market-linked funds. Generally, the entry age should be below 50


https://www.hdfclife.com/ulip-plans
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years, however, some companies may also allow 69 years of age. This is a high-risk,

high-return pension plan where you can enjoy higher returns in the long term.

Tax Benefit: Contributions to ULPPs are eligible for tax deductions under Section

80C of the Income Tax Act, and the pension income is also tax-exempt.
MUTUAL FUNDS

Mutual Funds provide pure equity, debt or both equity and debt funds for retirement
plans. There is lock-in of 5 years or retirement age. The returns from the retirement
plans are provided below. These funds have been in the market for more than 10

years.

Franklin India Pension Fund has generated a return of 11.6% per annum since

inception.

Tata Progressive Retirement Fund has generated a return of 16% per annum since

inception.

Tata Moderate Retirement Fund has generated returns of 15% per annum since

inception.
UTI Retirement Fund has generated a return of 10% per annum since inception.
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