
Mutual Fund investments are subject to market risks, read all scheme related documents carefully
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for a free financial planning booklet, please SMS ‘EDU’ to 5676756

Tarun Bhatia

A
n oft repeated adage —
health is wealth — is
true to label in all as-

pects. Be it health or wealth,
both need to be carefully nur-
tured to enjoy and experience
a good life.While a sound health
keeps us fit,a sound wealth plan
can help an individual meet
his/her financial goals and help
him/her remain stress free.

If we closely observe, there
are many more commonalities
between the two (see chart
When health is wealth).

In today’s fast-paced life,peo-
ple are conscious about their
health but awareness about
creating long-term wealth is
negligible. Individuals fail to
follow the five-step financial
planning process — risk pro-
filing, goal analysis, asset allo-
cation, product selection and
portfolio monitoring.

Since the various aspects of
a sound health and wealth are
similar, an investor just needs
to know the ingredients to put
together a diet/financial plan
that is right for him or her.

Just like we have a ‘food
pyramid’ that helps us identi-
fy the proportion of carbohy-
drates (bread, cereals, pasta),
vitamins (fruits and vegetables)
and proteins (meat, legumes,
dairy products) for a healthy
ecosystem, a ‘wealth pyramid’
must be followed for a ‘wealthy
ecosystem’. This includes the
asset classes and products that

can be mapped according to
one’s risk profile (see pic of The
wealth pyramid).

Mutual funds can be a con-
venient and effective way to

achieve long-term financial
goals and investors can diver-
sify their assets through in-
vestments in various classes
like equity, debt, gold, etc.

Regular checkups
Be it a health plan or a finan-
cial plan, both change accord-
ing to the individual’s physical
and financial health, his/her
age and other situational pa-
rameters. Hence, a regular re-
view of an individual’s health
as well as wealth profile is very
important. For investments, at
a young age, people can focus
on risky investment products
such as equity. But as they near
their retirement age, they can
move to debt investments to pro-
vide security and stability to
their retirement income.

Conclusion
While the importance of a good
health can never be underesti-
mated, it is equally important
to maintain a financially
healthy life with the help of dis-
ciplined investment planning.
Having the right balance be-
tween a health plan and a
wealth plan is the key. What
physical trainers/dieticians are
for physical fitness and health,
financial advisors are the equiv-
alent for wealth creation as both
health and wealth need expert
advice. Regular check-ups can
ensure a stress-free life.

Thus, for an individual,
while being healthy is not an
option but a way of life, fol-
lowing a financial plan is not a
luxury but a necessity of life.

The author is senior 
director (capital markets), Crisil
Research

Balance both for goodness of life
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‘Jadoo ki jhappi’
for investment 

Vishal Dhawan

J
adoo ki Jhappi’ gained
popularity after its clever
use and depiction in the

blockbuster
M u n n ab h a i
MBBS. Med-
ically, the ben-
efits of a hug
have been well
known for a

long time. A simple hug helps
lower blood pressure, reduce
heart rates and improve blood
circulation, among other ben-
efits. Just like a hug, some of
the simplest things are likely
to be the most beneficial for
your health too — eating well-
balanced meals in modera-
tion, eating on time, getting
adequate sleep, daily exercise
and a daily dose of meditation.

In much the same way,
your financial health can also
be well taken care of through
the use of some simple steps.
These include:

tHaving a contingency/
emergency fund of at least
three months of expenses to
take care of unforeseen job
losses/medical emergencies

tA well-controlled expense-
to-income ratio (ideally less
than 65%) and loan-to-
income ratio (ideally less
than 40%) 

tAdequate life insurance to
protect your family’s lifesty-

le in case som-
ething was

to happen
to the

primary
bread earner 

tHealth
coverage for

yourself and your
dependents so that a

medical emergency does not
derail both physical health
and financial health 

tInsurance for your home

that is likely to be your most
valuable asset 

tA well-diversified portfolio
that consists of a
combination of investments
that have traditionally
beaten inflation like real
estate and equities, and
assets that have fairly
predictable rates of return
like deposits and bonds

tA small portion of your
portfolio in gold to act as a
protection for the rest of
your portfolio

tClearly defined goals for
what you want your money
to do for you -education for
your children, an
independent retirement for
yourself and your spouse, a
larger home, etc

tA well thought out tax-
saving plan that is aligned to
your financial goals

tUndertaking an annual
financial health check-up. If

you believe you need
professional help for this, do
not hesitate to seek it

tAvoid using products that
are too complex and you do
not understand

tAvoid putting all your
money into a single
investment type or asset
class just because it has
given the best rate of return
in the recent past

To conclude, the simple
things in life are often the
most effective and make the
most difference. So, keep your
finances simple and your hug
handy. Simplicity should keep
you in great physical and fi-
nancial health.

The author is a Mumbai-
based certified financial plan-
ner and founder of Plan Ahead
Wealth Advisors

Partha Sinha | TNN

I
n today’s society, it is found that
all too often a large number of
people are very conscious
about their physical well-be-
ing, but at the same time fail

miserably in any test of their finan-
cial health to meet future financial
goals. People have personal trainers,
jog and go to the gym regularly, eat
healthy food and some also go for pre-
ventive health check-ups at regular
intervals. These same people are seen
to be very confident about taking fi-
nancial decisions on their own and
have never spoken to a financial plan-
ner or advisor, ending up making se-
rious mistakes with their hard-
earned money.

One of the reasons for this di-
chotomy is the nature of the two
healths, according to veterans from
the financial industry. “Physical
health is very tangible. You can feel
it, see it, sense it. It is very much in
the present,” says Raghvendra Nath,
MD, Ladderup Wealth Advisors. “But
financial health is intangible. It is so
much in the future that we fail to take
note of it in time. And usually, when
we get serious about it, it is already
late,” Nath adds.

It is seen if someone is unwell,
he/she consults a doctor, goes to a
pharmacy and takes the medicines
the physician prescribes. But the ap-
proach is quite different when it
comes to a person’s financial health.
While investing for the future, usu-
ally they don’t want to seek any pro-
fessional help, e.g. from a financial
planner or an advisor. They would of-
ten go by hearsay and invest in those
assets in which someone else had
made some good money, without re-
alising that, like in the case of phys-
ical health, the same medicine may

not be the cure for everyone’s illness.
Industry veterans also point out

that, to some extent, financial prod-
uct distributors are also responsible
for such a practice. There are a num-
ber of distributors who have all the
products to give to investors, but 
they actually give what the person
asks for. “It’s like a pharmacy where
every medicine is available over the
counter…without any prescription
from a qualified doctor,” said an in-
dustry official.

What all financial planners and
advisors should do is conduct a thor-
ough test of a person’s future finan-
cial needs, weigh his/her risk-tak-
ing capabilities and then prescribe
the financial products he/she should
buy or invest in.

The other problem with the peo-
ple in general is that, given that fi-
nancial needs are so much in the fu-
ture, they usually keep on postpon-
ing their decisions and plans for put-
ting in place a financial roadmap.
“Usually, a young person would not
plan for his retirement early in his
working life, while a person in his
50s is aware of his retirement needs
and worried too if he would be able
to meet the same at the time of re-
tirement,” Nath of Ladderup, an fi-
nancial advisory and planning firm,
says. “They don’t foresee the needs,
so they start late, and often very late.”

This needs to change. If people
are willing to put in place a financial
plan early in their life and follow it
in a disciplined manner, like they are
often found to in matters of their
physical health, a lot of their future
financial goals would be met
without much of a stress in
their latter years.

Another issue that fi-
nancial planners and
advisors often face
is a lack of
k n o w l e d g e
among young
people about the
future value of
money. They
point out that if
one asks a young
man or a woman
about the size of
his/her retirement corpus
when he/she retires in, say,
about 30 years from now, the
answer would probably be Rs 1 crore
or something. But the fact remains
that in 30 years from now, the value
of Rs 1 crore today, at purchasing
power 30 years hence, would be very
less. For example, if your monthly
expenses today are Rs 25,000, as-
suming an 8% rate of inflation, after
30 years, your monthly expenses
would be about 10 times the current
amount. Going by the same logic, if
you think a retirement corpus of Rs
1 crore is sufficient for you today, af-
ter 30 years, the corpus size should
be Rs 10 crore. And so you need to put
in place a plan and start work today
to have a Rs 10-crore retirement cor-
pus to have a stress-free retired life.

Like in the case of physical
health, in financial health too one
needs to keep in mind the adage ‘pre-
vention is better than cure’ and work
accordingly.

NEXT WEEK

O
ften it is found that investors
are not careful about their
rights and duties as an investor

which, after a point of time, not only
leads to mental agony, but could also
lead to some loss in investments or
lower returns. Next week, we will look
at investors’ rights and duties.

Health Wealth
Roadmap Both need discipline & long-term thinking

Interval Both need regular monitoring

Rebalancing Physically under/ Under/overweight by
regularly overweight asset (equity, gold, etc)

Exercise Overall physical Diversifying assets
development by optimally by

exercises (weight, investing across
aerobics cardio, asset classes

yoga, etc)

Suitability An excercise plan Asset allocation
is drawn up, keeping plan is based on

in mind person’s the person’s risk
height, weight, profiling and 

gender, etc financial goals

Caution Overworked or Concentrated
lack of sleep portfolio

WHEN HEALTH IS WEALTH

In the pursuit of physical health benefits, you should not ignore
planning adequately for your personal finances...

TAKE CARE OF YOUR
FINANCIAL HEALTH

GURUSPEAK
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L
ast month, we discussed how in-
vestors while taking an investment
decision feel that they are taking a

perfectly logical and rational decision but,
in fact, load their decisions with emotions
and short-term-ish views that may not be
of much gain in the longer haul of their in-
vesting life. This is just one of the traits of
a majority of investors.

Another often seen investor trait is that
investors - in this age of surfeit of infor-
mation from newspapers, internet, busi-
ness and news channels and other media -
often feel that they are better in taking de-
cisions just because they have access to

more information. It’s like saying, “I know
better because I know more!”. “This comes
from over optimism and over confidence,”
said a top official at a mutual fund who
delves into the behavioural aspects of the
investing community. “The great obstacle
to discovery is not ignorance, but illusion
of knowledge,” he said.

Here, the fact of the matter is just hav-
ing a huge information at your disposal
does not mean that the quality of infor-
mation is also better. What matters most is
what you are capable of doing with the in-
formation that is at your disposal. How you

use the information to take a better in-
vestment decision is what matters.

One of the common examples of this is
most retail investors have large amounts of
mutual fund-related data — including past
performance,the portfolio holding,the track
record of the fund managers and a lot more
— at their disposal. However, if as an in-
vestor you are not capable of analyzing the
data properly, the same would not be of
much use in taking a sound investment de-
cision.So as an investor,always try and keep
things simple, learn to interpret data and
information, and use the optimum amount
of both to take a good decision. In case you
are not very confident,seek help from a sea-
soned financial planner or advisor.

Illusion of knowing more is ‘better’
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COMMON GOAL: The wealth pyramid
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