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Importance of goal setting before investing in mutual funds
T

he first and foremost step before starting
any investment in any mutual fund is goal
setting or objective setting.
The main purpose of goal setting is that it provides direction and purpose. It is important to
understand what your goals are and over what
time period you want to achieve your goals. Some
goals are short term goals those that you want to
achieve within a year while others are long term
goals which are for a period of more than one
year. Depending on your life stage, expenditure,
income, future goals in terms of children education, lifestyle and holidays you can set your goals.
Any individual can have many goals but there
is always a trade off between goals like you can
choose between buying a house and providing
children’s education fees. So while setting goals it
is very important to prioritise goals because as explained above there is always a trade off between
goals and it is dependent on you for what goal
you want to provide first. While goal setting it is
important to analyse how important the goals are
and what the individual will do if goals are not
met. An individual goals can be goals relating to
buying home, holidays, children education, retirement planning, social goals, goals relating to estate planning etc. Your investment policy should
be dependent on what your goals are, if goals are
long term then you should invest in equity funds
which will give you benefit only if you remain
invested for long-term. If your goals are shortterm and you invest in mutual funds demanding

long term commitment than it may be possible
that you end on losing side with unfulfilled goals.
Your goals can be defined quantitatively and can
be further divided into risk and return objectives
and constraints for achieving those goals.
RETURN OBJECTIVE: Return objective means
how much return is necessary for an investor to
achieve his financial goals. Returns can be further
divided into required return -- This is the amount
of return which is necessary for an investor as it
pertains to the necessary objectives of an investor’s life and it is the minimum return required
by an investor.
DESIRED RETURN: This return is more than the
minimum return and is required by the investor
to fulfill his comforts and luxuries. If the risk taking profile of investor is less than desired return
is mostly not achieved. Though it is desirable to
have return defined in proper quantitative terms
but it can also be framed in terms of goals one
wants to achieve with their financial capital.
RISK OBJECTIVE: The defining of risk is very important because it is ultimately the amount of risk
that an investor will take will define his return.
Risk tolerance of an individual is based on two
parameters.
WILLING TO TAKE RISK: Willingness to take
risk means how much investor knows about the
risk and how much he understands risk. Willingness to take risks differs from individual to individual. Some individual have high willingness to
take risk some have low willingness depending

on many factors like working profile, socio-psychological background etc.
ABILITY TO TAKE RISK: Ability to take risk
is little more important than willingness to take
risk. Ability is based on actual investor’s circumstances and his wealth. Various factors like
wealth, life stage, time period, liquidity needs affects investors ability to take risk. Total risk tolerance depends on the above two factors and the
lower of two should be taken into account and if
there is a difference between the two, reasons for
difference should be found out for removing the
difference.
CONSTRAINTS: It is also important to consider
constraints before investing. There are five types
of constraints that need to be considered. They
are as follows:
LIQUIDITY CONSTRAINTS: Liquidity constraints identify an investor’s need for liquidity
or cash. For example, within the next year, an investor needs Rs 50,000 for the purchase of a new
home. The Rs 50,000 would be considered a liquidity constraint because it needs to be set aside
(be liquid) for the investor. If liquidity constraints
are high than risk taking ability is reduced.
TIME HORIZON: A time horizon constraint develops a timeline for which the investor can remain invested. The time horizon also affects an
investor’s ability to accept risk. If an investor
has a long time horizon, the investor may have
a greater ability to accept risk because he would
have a longer time period to recoup any losses.

This is unlike an investor with a shorter time horizon whose ability to accept risk may be lower
because he would not have the ability to recoup
any los
TAX CONCESSION: After tax returns are the returns investors are focused on when creating an
investment portfolio. If an investor is currently in
a high tax bracket as a result of his income, it may
be important to focus on investments that would
not make the investor’s situation worse, like investing more heavily in tax-deferred investments.
LEGAL AND REGULATORY: Legal and regulatory
factors can act as an investment constraint and
must be considered. An example of this would occur in a trust. A trust could require that no more
than 10pc of the trust be distributed each year. Legal and regulatory constraints such as this one often can’t be changed and must not be overlooked.
UNIQUE CIRCUMSTANCES: Any special needs
or constraints not recognised in any of the constraints listed above would fall in this category.
An example of a unique circumstance would be
the constraint an investor might place on investing in any company that is not socially responsible, such as a tobacco company.
CONCLUSION: So we have seen that it is important to analyse one’s goals before buying a mutual
fund as this will provide the maximum utility out
of one’s investments. After analysing one’s goals,
developing risk and return profile and keeping
the constraints in mind the investor should look
for mutual funds that fulfill all the objectives.

How to avoid credit card payment crisis? Portable PF account

N

ow, access to credit is easy if
you have the repaying capacity
and conform to the required eligibility criteria. With this, the possibility of an individual having more than
one credit card is also high. But when
it comes to paying their credit card
bills on time, many users don’t take it
seriously. This can amount to inviting
unforeseen hassles.
But, who deal with such a situation?
You face two situations when you miss
out on a payment on your credit card
bill. First, you attract a lump sum fee
due to failure to pay even the minimum
payment which is due. Each
bank will have its own rules that
govern your credit card account.
Some banks allow you to keep
using your credit card till you hit
your credit limit, while some do
not allow transactions beyond a
point. It is the latter that can be
worrisome one. A critical factor
here is the impact it can have on
your credit score, also known as
Cibil score. No wonder informed
credit card holders dread the fact
of missing a bill payment.
There are two key reasons why one
does not pay credit card bill on time.
First, you might not have enough funds.
Second, you may have simply forgotten due to some personal or technical
reasons. Whichever be the case, you

need to call up your bank and check
the status of your credit card account.
Ask the bank if it allows you to use the
credit card further? If it does not, then
you should be prepared for making future payments in cash or to use some
other credit or debit card. If paucity of
funds is a reason behind not paying
on time, tell this upfront to your bank.
Banks in such circumstances may come
forth with a personal loan or a repayment mechanism, wherein you repay
through equated monthly instalments.
This ensures that the interest burden
on your shoulder goes down dramati-

cally. If the credit card outstanding attracts interest at 36pc
to 42pc per year, the personal loan arrangement brings down the interest
charge at 18pc to 20pc. This works best
when one has gone overboard shopping

Air India signs code share
with Air Canada

A

ir India has signed a code
share agreement with Air
Canada, its first with a
Star Alliance member airline after joining the 27 airline grouping in June. The code share
pact covers Air India’s domestic
flights and Air Canada flights
to Canada from London, Paris,
Hong Kong and Shanghai.
Code sharing agreements allow one airline to sell seats on
another’s network and increase
revenue. Air India is expecting
five percent growth in its revenue due to wider commercial
partnerships and integration of
frequent flyer programme with
other Star Alliance carriers. This
will boost business class occupancy on Air India flights which
currently ranges from 45 to50pc.
Frequent flyer programme integration allows passengers to redeem miles on any of the Star
Alliance airlines.
Currently, Jet Airways flies
to Toronto and also has a code
share pact with Air Canada. Air
India used to fly on Delhi-Toron-

to route but it withdrew the service two years ago due to huge
loss. Currently Air India connects
Canada via its non-stop flights to
the US. Air India has code share
agreements with 13 airlines. It
signed a code share agreement
with Hong Kong Airlines in May.

The airline’s executives are hoping to negotiate code sharing with
United, which has for a couple of
years not been allowing Air India
to sell tickets on its US network.
Air India earned Rs 19,000 crore in
2013-14 and is estimating its revenue will grow to over Rs 21,000
crore in 2014-15.

in a particular month, or has incurred
sudden expenditures. If you have been
a disciplined user of your credit card
and you have forgotten to pay on time,
then you may request your bank to reverse the lump sum fee that is being
charged to you for failing to pay minimum amount due. There are many instances banks do reverse these charges
for such one-off slippage by their timely payers. Pay off the credit card bill
using net banking immediately and
remove the overdue tag on your credit
card quickly.
A single failure to pay your loan or
credit card outstanding does not drastically pull down your credit score. But
repeated instances of failure to pay on
time may cause your credit score get
into a free fall. Poor Cibil credit score,
anything below 700 out of 900, means
you are denied credit by large banks.
This may go against you when you are
planning to go for a home loan or a
business loan.
To avoid repeated failures to pay on
time, just because you tend to forget
the due dates, opt for standing instructions. Instruct your bank to pay off the
credit card outstanding on the due date,
by debiting your bank account, which
has sufficient balance. This arrangement ensures that even if you forget to
repay your credit card bill, your bank
ensures payment on due date.

Vibrant Gujarat
delegation in US

U

nderlining that the Modi government was focused on eliminating developmental challenges, a high-level business delegation
from Gujarat has called American companies to invest and explore business
opportunities in the state in particular
and India in general.
“The new (Indian) government is
not afraid of making hard decisions
and with Prime Minister Modi’s firm
belief in minimum government and
maximum governance, India is bound
to raise, opening up tremendous opportunities for everyone,” said Bharat Lal,
Gujarat’s resident commissioner and at
an event organised by the Confederation of Indian Industry and US India
Business Council (USIBC) in Chicago.
Lal is leading a 15-member delegation from Gujrat comprising prominent industrialists, academicians, and
senior government officials to promote
the biennial Seventh Vibrant Gujarat
Summit. “The Indian government is
putting the house in order and focus is
now on implementation and overcoming developmental challenges,” he said.
“Gujarat has set a precedent and developed a model of inclusive growth that is
being studied and emulated around the
world,” Lal said. He said the state has
emerged as a hub for manufacturing,
knowledge sharing, auto components,
pharma, financial services, power and
now aims to be the defence manufacturing hub of India.

number from Oct 16

R

etirement fund manager EPFO’s
ambitious project to provide
portable universal PF account
numbers (UAN) to its subscribers will
be launched on Oct 16.
Besides, the government will launch
unified web portal LIN (Labour Identification Number) for simplifying business regulations and bringing in transparency and accountability in labour
inspections by various agencies and
bodies under the administrative control of labour ministry. Prime Minister
Narendra Modi is likely to launch both
LIN web portal and UAN on Oct 16 as
per the plan chalked out by the ministry.
“Labour secretary had called a meeting for the launch of UAN and LIN .
The ministry has planned to launch
both LIN portal and UAN on Oct 16,” a
senior official said. According to him,
the PM will be invited to launch the
LIN portal and UAN in the presence of
Labour Minister Narendra Singh Tomar
and other top bureaucrats . UAN will
give the facility of collation of accounts,
viewing of updated accounts as well as
downloading the same and collation
of pensionable service. The universal
number will be portable throughout
the working career of members and
can be used anywhere in India. Thus,
workers in organised sector would not
need to apply for transfer of PF account
claim on changing jobs.
At present, EPFO has already captured bank account details in respect
of 1.80 crore employees, PAN details
in respect of 86.9 lakh employees and
Aadhar number in respect of 28.2 lakh
employees. The EPFO is in the process
of making UAN operational for its 4.17
crore contributing subscribers by Oct

15. The body had started the process
of seeding the 4.17 crore UANs with
subscribers bank account numbers,
PAN, Aadhaar and other Know-yourCustomers (KYC) details to improve
the delivery of its services in July this
year. The unified LIN web portal will
operate through a unique LIN (Shram
Pehchan Sankhya) for each employer.
The employers will be allotted LIN after registration on web portal. The en-

forcement agency will upload the data
of inspection on the web portal which
will be updated periodically.
This web portal will provide for filing of single harmonised annual returns
by the employers. This portal will provide for online reporting of harmonised
inspection report by labour inspectors
and inspecting officers of other bodies
like EPFO administered by labour inistry. It will also provide for online grievance redressal system.

NRKs neglected, says Kerala leader

K

erala opposition leader V S
Achuthanandan has alleged that
the state government has failed
to follow up and implement the proposals mooted by the
NRKs at the Global
Investors Meet.
Inaugurating
a
seminar on expatriates’ contributions and
economy of the state
in Kochi,organised by
the Centre for Development Studies, he
said it was high time
the govt began considering whether it
was doing justice to
the expatriates who
had been contributing
immensely to the economic development
of the state. The opposition leader said
that several expatriate Keralites have
proved to be successful as entrepreneurs in various Gulf countries. Many

of them had emerged as major investors in those Gulf countries. But they
have not shown the same interests in
investing in the state. The reason for
their diffidence should
be analysed seriously,
Achuthanandan said.
He said while the
govt had shown great
interest in organising
Global Investors Meet,
the much touted events
ultimately ended up
without producing the
desired results.
VS said majority of Keralites working in Gulf
countries had genuine
complaints about their
travel, especially during
festivals, as airline companies were exploiting
them by hiking airfare. But both the
state and central govts were remaining mute witnesses to their plights,
Achuthanandan said.

