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[rregular income?
Manage your money
with a steady plan

VISHAL DHAWAN

Oneofthe common complaints wehear
from entrepreneursisthatthey donot
have a surplus to invest for their per-
sonal goals as they invest all their
money in business. Besides, sincethey
donothavearegularincome, they can-
notreally invest likesalaried individu-
alsdo.

When we converse with them to
understand what truly matterstothem,
theyrealise thatthey alsoneed toplan
forregular personal finance goalssuch
assending their children tothe bestcol-
lege, buying houses that they would
truly like to callhome, or going for for-
eign vacations every year.

Thechallenge on lower predictabil-
ity of cash flowsissomething I relateto.
So how does one really build a robust
personal financial plandespiteanirreg-
ular income?

Look for patternsin cash flows:
While the world has moved to big data
analytics, wethink thatentrepreneurs
need to do something much simpler—
closely look at their cash inflows and
outflows for the past two years. Invaria-
bly, especially for mature businesses
that aremore than three years old, we
find that a pattern emerges of a fixed
cashinflow andavariable cashinflow.
Expensesalsotendtohaveafixed com-
ponent and a variable component.
Thus,net cashflows tend to have botha
fixed and avariablecomponent. Being
able to separate these requires some
effort, butitisworth it.

This separation allowsthe irregular
cashflow to beseparatedintoaregular
cash flow and a truly irregular cash
flow, somewhat like a variable compo-
nent ofa salaried employees’ compen-
sation.

Pay yourselffirst: Many entrepre-
neurs tend to pay themselves last as
they arenotsureifthere willbeenough.
Wethink thisisa terribleidea—afterall,
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it preventsanentrepreneurfrom bring-
ingcapital back intothe business. One
of the best ways to address this fear of
runningoutofmoney tomanage oper-
ating cash flows is to create a contin-
gency fund to support three to six
months of cashflow needs. Thiscanbe
parkedinaliquid mutual fund, orif the
entrepreneur has credit facilities, in an
overdraft account to reduce interest
costs.

Itisidealthat the entrepreneurpays
himselfacompetitive market salary for
hisqualifications..

Avoid investment choices that
lockin capital: We comeacrossentre-
preneurs who have multiple invest-
mentsin life insurance policies or real
estate—investment choices that tend to
beratherilliquid and arealsonot very
flexible. The key toa successfulinvest-
ment strategy is to have flexibility to
allow completeor partial withdrawals
easily and without significant costs.
They should also havetheflexibility to
startand stopwhenneeded.

Thus, the use of instrumentssuch as
open ended mutual funds and bank
depositsare good alternativestolook at.

Use quasi regular investment
strategies like STPs: Systematic
Investment Plans or SIPshave become
very popular, butalot ofentrepreneurs
stay away from them as they do not
haveregular cashflows. A good alterna-
tivefor themtoexploreisa Systematic
TransferPlan (STP), wherein, thesur-
plusescan beinvested ina liquid fund,
andthemoney can bemoved fromalig-
uidfund toan equity or hybridfundon
amonthly basis toget the benefit of buy-
ing each month just like an SIP and
averaging the costs of purchase.

Adequate health insurance: For
entrepreneurs already challenged by
irregular cash flows, an unexpected
outflow owing to health care costsisa
critical setback.

Having a business with irregular
working hours and staying connected
24X7ischallengingenough. Adequate
healthinsurance isa must.
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