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Life Changing Investment Habits
Mutual fund investments can become a way of life towards wealth 

creation and achieving financial goals

income is earned, uses a 
regular investment tool 
to stay invested. Take for 
instance investor A, who 
at 25 started investing 
through SIPs in mutual 
funds.

The advantage of 
starting early through 
SIPs can be best 
understood with A’s 
investment of `5,000 
each month assuming 
earning 12% annualised 
returns till age 60 
adds up to `3.24 crore. 
However, a delay of mere 
5 years to start investing 
with same returns, works 
to `1.76 crore. So, by 
effectively investing `3 
lakh less due to the 5 
year delay results in a 
significant shortfall of 
`1.48 crore. The habit 
of investing through 
SIPs can be better 
understood, especially 
the aspect of power of 
compounding looking at 
the same example with a 
slight change. 

Let’s say investor A 
starts investing `5,000 
through SIPs at 25, 
but stops investing at 
age 50 and investor B 

People are often 
known to 
postpone their 

decision to invest for 
several reasons. The 
excuses to not invest 
are many – it is hard, 
there is too much 
choice, you need a lot 
of money to start. So 
you simply put it off to 
another day. The impact 
of the delay could be 
the difference between 
timely realisation of 
your financial goals 
and struggling to 
meet your financial 
goals. One of the most 
convenient and easy 
to follow investment 
route is through mutual 
funds, which in-turn 
invest across different 
asset classes taking 
into account risk-return 
suitability and factors 
such as investment 
timeframe. 

The proverb, “Give a 
man a fish and you feed 
him for a day. Teach a 
man to fish, and you 
feed him for a lifetime” is 
very relatable to forming 
regular investing habits. 
Investing through 

mutual funds is a habit 
that can bring about a 
significant change to your 
financial life. The way the 
mutual fund schemes are 
classified allows investors 
to choose a fund 
scheme based on their 
investment objective as 
well as risk profile. While 
there are numerous 
benefits of investing 
in mutual funds; three 
aspects of mutual fund 
investing habits can 
considerably transform 
your life. 

Being Systematic 
It pays to be systematic 
with everything in life. 
The three systematic 
investment tools – SIP, 
SWP and STP (See: The 
Systematic Advantage) 
have unique advantages 
and offer a solution to 
help create long term 
wealth. The disciplined 
way of regular investment 
works wonders—the 
investor forms the habit 
of regular investing 
from an early age, and 
just the way a regular 
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stream from your 
investments. 

SWPs also provide 
a tax efficient route 
for regular cash flows, 
which could be in the 
form of income to be 
used during retirement 
or to supplement a 

pension that you may be 
receiving.

The last of the 
systematic troika; 
Systematic Transfer 
Plan (STP) is a way to 
automatically move your 
money from one fund to 
another. This tool can be 
generally used effectively 
when an investor is 
looking to cautiously 
transfer and invest a lump 
sum amount already 
invested in one fund, to 
another fund on a regular 
basis to help smoothen 
the impact of any market 
fluctuations.

STP could be used 
when you get a bonus 
and wish to invest it by 
first moving it to say a 
liquid fund from which 
transfer can be made 
to an equity fund. All 
these systematic tools 
can be started with 
small sums which can be 
increased over time once 
one understands their 
working. 

Setting Financial 
Goals 
All of us have several 
financial aspirations and 

The Systematic Advantage 

Being systematic with investments can do a world of good for investors. The 
three ‘systematic’ ways to invest your money could help seek reap benefits. If SIP 
is for investing, SWP can be used as an income stream and STP can be used as a 
transfer tool between funds.

SIP (Systematic Investment Plan):  

 Disciplined investment habit 
 Flexibility to invest in small sums 
 Rupee cost averaging counters volatility
 Benefit from power of compounding 
 Does away market timing 

STP (Systematic Transfer Plan)  

 Transfer from debt to equity funds or vice  
versa and potential benefit from both

 Rupee cost averaging counters volatility
 Can help in portfolio rebalancing 

SWP (Systematic Withdrawal Plan) 

 Regular income
 Tax efficient
 Averages market fluctuation

starts investing `10,000 
through SIPs at age 35, 
but till age 60 (See: The 
Power of Compounding). 
Despite investing twice 
the sum and for the 
same number of years; 
the two land up with 
different sums at age 60. 
In fact, investor A earns 
a little over a crore more 
than investor B. Such 
is the benefit from the 
habit of investing early 
and regularly. 

There are two other 
systematic tools that 
come in handy when 
investing in mutual 
funds apart from SIP. 
Systematic Withdrawal 
Plans or SWP allows you 

to withdraw money from 
a mutual fund investment 
systematically at a regular 
interval. SWP in a way is 
the opposite of SIP and 
this technique could 
be used to re-balance 
your investments or 
for creating an income 

Goal-based investing is a method that allows you to save for multiple financial 
objectives across various time horizons, making it easy to track each goal’s 
progress and even prioritise them. 
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goals. Many of these 
are for the future like 
retirement. But to get 
to that goal, we need to 
start investing as early 
as possible. To achieve 
financial goals easily, 
investors could consider 
investing through a 
goal-based approach. 
This method allows 
you to save for multiple 
financial objectives across 
various time horizons. 
The planning process 
helps you define your 
goals, prioritise them and 
determine the optimal 
manner for funding them. 

This habit provides 

you the flexibility to 
adjust and reprioritise 
financial goals factoring 
for fluctuations in life’s 
circumstances and the 
markets (See: Goal-based 
investing). For instance, 
if you had planned to 
buy a sedan three years 
ago and were saving 
towards it, but with the 
impact of Covid-19, you 
may be facing a tough 
financial situation. You 
could postpone the goal 
completely or rework 
on it to buy a smaller car 
instead. 

The goal setting 
process entails listing 

all your financial goals, 
putting a time line 
and cost to it and then 
working backwards to 
know how much you 

need to invest towards 
each goal systematically 
on an assumed return to 
achieve the financial goal. 
This process provides 
greater clarity by aligning 
existing assets towards 
each goal. Moreover, 
when you write down 
goals with timelines and 
values, you are more 
likely to develop the habit 
of tracking the progress 
of your investments 
towards each goal. 

For instance, Investor 
B needs `20 lakh after 
10 years towards college 
education of their child; 
investor B would need 
to invest `10,860 each 
month in a fund that 
has the potential to earn 
8% annualised returns. 
Given this financial 
goal is non-negotiable, 
because unlike some 
other goals which can 
be delayed, this one 
cannot be because in 
doing so your child will 
lose the number of years 
you delay the goal. In 
contrast, if the same goal 
and sum was to build 

Investments in equity-linked saving scheme (ELSS), qualify for tax 
deductions under Section 80C of the Income Tax Act, 1961 up to `1.5 lakh 
in a financial year. There are several advantages to invest in this equity fund 
with a minimum 80% equity exposure. 

One of the lowest 
lock-in of 3 years 
among tax saving 
options

Claim up to `1.5 lakh 
tax deduction under 
Section 80C of the 
Income Tax Act, 1961 

`500, the 
minimum SIP to 
invest in ELSS

`46,800, the 
annual tax savings 
for taxpayers at 
the 30% tax slab 
including 4% cess

Tax Savings in the Old Tax Regime

The Power of Compounding

Investor A* Investor B

Starts investing at 25 35

Monthly SIP ₹5,000 ₹10,000

Stops investing at 
age 50 60

Return 12% 12%

Cumulative 
investment ₹15 lakh ₹30 lakh

Value of investment ₹2.95 crore ₹1.89 crore

*Assuming investments same 12% returns after stopping SIPs
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Disclaimer: The views and opinions expressed are those of India Today and do not necessarily reflect the views of SBI Mutual Fund. SBI Mutual Fund / SBI Funds Management Private Limited or any of its officers, employees, personnel, directors make no representation or warranty, 
express or implied, as to the accuracy,completeness or reliability of the content and hereby disclaim any liability regarding the same. The illustration on power of compounding is for understanding and illustrative purpose only. Loads, taxes and other deductibles are not taken 
for calculation purposes.  The material prepared is for investor education purpose and for general information only. This material is part of investor education and awareness initiative of SBI Mutual Fund. The material is not intended to be relied upon as a forecast, research or 
investment adviceand is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy. The opinion provided herein is based on the various parameters/inputs and there is no assurance or guarantee that the investment goals will 
be achieved. Investorsare advised to refer the Scheme Information of the respective Scheme and consult their financial, legal and tax advisers for planning of goals as well as before taking any decision of investment. The tax benefits under Section 80C are as per current tax 
regulations. For more details and provisions on gifting/third-party payments refer the Statement of Additional Information of the fund house you would like to invest. Investors should deal only with registered Mutual Funds, details of which can be verified on the SEBI website 
(https://www.sebi.gov.in) under ‘Intermediaries/Market Infrastructure Institutions’. Please refer to the website of mutual funds for process for completing one-time KYC (Know Your Customer) including process for change in address, phone number, bank details etc. Investors 
may lodge complaints on https://www.scores.gov.in against registered intermediaries if they are unsatisfied with their responses. SCORES facilitates you to lodge your complaint online with SEBI and subsequently view its status

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.

It is ironical that despite mutual funds offering 
a solution to financial needs; it is viewed as a 

financial product for wealth creation, tax savings 
or creating income stream etc. Often queries 
posed by investors are about which fund they 
should invest in to have `15 lakh in 5 years or how 
much `5,000 invested through SIP will become 
after 7 years. Some would want to know of the 
best mid-cap fund to invest in or how to choose 
between different hybrid funds. 

If you read queries posed on numerous forums, 
it is a miniscule set that wishes to know about how 
to build a corpus for their child’s educational needs 
10 years later. How investments could be used as 
a tax efficient income stream in retirement or how 
one could gift their parents or siblings a regular 
income are seldom asked. Financial products 
were meant to provide solutions to financial 
needs, however, over time this aspect of financial 
products has taken a backseat. 

The habit of regular investing inculcated through 
SIPs is a solution to being erratic with investments. 
Similarly, it is important for investors to understand 
how an existing product can be used to meet their 
needs. For instance, if the need is to provide an 
income stream for one’s parents, SWP is a solution. 
This could also be used to help siblings and one’s 
college-going children. 

There are funds that are structured towards 
meeting children’s future education needs that 
investors could consider to build an education 
expense corpus for their children. Then there are 
funds that focus on creating a retirement kitty, in 
which investments would vary as one approaches 
retirement. For instance, a youngster may be  
open to investing in an aggressive fund to save  
for retirement compared to someone entering 
their 50s. 

For more people to benefit from mutual funds, 
they need to view mutual funds as a solution 
to their financial needs and look for possible 
solutions through mutual funds after discussing 
with their financial advisors. 

A solution for every need
a corpus to purchase 
a holiday home; a few 
years delay in achieving 
the goal would not be 
detrimental to achieving 
the goal.

Saving Tax 
Today, the new income 
tax regime allows you 
to do away with tax 
savings avenues to claim 
tax deductions, but for 
those investors who are 
continuing to stick to 
the old tax regime, they 
can claim up to `1.5 lakh 
deduction from taxable 
income under Section 
80C of the Income Tax 
Act, 1961. With equity-
linked savings scheme 
(ELSS), you can invest in 
an equity mutual fund 
(See: Tax savings in the 
old tax regime) to reduce 
your income tax outgo 
as well as seek to build 
wealth in the long run. 

Among the various 
tax savings avenue 
under Section 80C, the 
ELSS stands out on two 
distinct counts – one 
of the shortest lock-in 
of 3-years and highest 
equity exposure at a 
minimum 80%. As it is 
an equity mutual fund 
it has the potential to 
build wealth in the long 
run. The SIP facility to 
invest in ELSS makes it 
a convenient tax saving 
tool throughout the year 

than struggling to save 
tax towards the end of 
the financial year. An SIP 
of `12,500 each month 
will ensure that you could 
contribute regularly 
towards tax savings from 
the beginning of the 
financial year. Although 
SIP investing in ELSS is 
convenient; remember 
that each SIP contribution 
will face the lock-in of 3 
years. 

For a new investor, 
mutual fund investing 
may appear to be 
complex, but that is 
the case with anything 
new that you may try. 
What is important is 
that most successful 
mutual fund investors 
follow some or all of the 
above important habits. 
If you build a smart plan 
and stick with it, save 
enough, make reasonable 
investment choices, and 
be aware of taxes, you 
would have adopted 
some of the key traits that 
may lead to successful 
investing. What you 
need to remember is that 
mutual fund investing 
provides you with ample 
choice, and you could use 
them to your advantage. 
Make a start, invest in 
mutual funds and realise 
your financial goals and 
let it be a turning point 
in your life for building a 
better future.  


