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interest and ₹2.64 lakh in rent, 
exceeding the threshold. She 
too should opt for the new 
regime to lower tax liability.

The new regime offers a 
rebate of up to ₹7 lakh for 
2024-25, but since your 
incomes exceed this, tax is 
payable. The rebate limit will 
rise to ₹12 lakh next year. The 
final tax will depend on your 
SCSS interest, which must be 
included.

Filing under the new regime 
is advisable for lower tax and 
compliance. Section 80TTB 
offers some relief, but won’t 
reduce your taxable income 
below the limit. Consulting a 
qualified chartered account-
ant is recommended to ensure 
accurate filing and optimal tax 
structure.

Bhawna Kakkar is founder, 
of Kakkar and Company, Char-
tered Accountants
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You may have heard of loans against 
mutual funds. Now, fintech platforms 
are stepping in to make them popu-
lar—offering quick, paperless access 
through fully digital channels—
where you can get the loan amount in 
your bank account in minutes.

That said, loans against MFs carry 
risks. Because what you pledge as col-
lateral is a volatile asset class—equity 
funds, particularly, can go through 
volatile phases during market turbu-
lence. If you fail to maintain the 
required margin, you may be forced 
to part with your investments.

We look at how fintech platforms 
enable quick access to loans against 
mutual funds and why you should be 
cautious when availing them.

Quick access
So, if you have a fintech app that 

offers loan options such as a loan 
against mutual funds, all you will 
need to do is submit your PAN num-
ber on the platform’s app. The app 
automatically fetches the borrower’s 
fund holdings linked to that PAN. 
Based on the platform’s loan-to-value 
(LTV) ratio and its list of eligible 
schemes, the credit limit is calcu-
lated. The borrower can then choose 
to either go with the same credit limit 
or set a lower limit.

Most platforms have a minimum 
loan amount, often in the range of 
₹10,000-25,000, while the upper cap 
can run into a few crores depending 
on the borrower’s portfolio size. The 
LTV ratio tells you how much you can 
borrow for each type of loan.

The borrower can also adjust the 
credit limit at the scheme level by 
selecting how many units of a partic-
ular scheme to pledge. The credit 
limit acts as an overdraft facility; you 
are charged interest on the amount 
you withdraw from this facility. Debt 
mutual funds offer a higher LTV ratio. 
You cannot sell the pledged mutual 
funds until you fully repay the loan.

The next step is to link your bank 
account. This account will receive the 
loan amount and be used to set up an 
auto-debit mandate for monthly 
interest payments. The mandate 
becomes active after loan disbursal.

After linking your account, you 
need to pledge your mutual fund 
units, which you can do by simply 
entering the OTP sent to your regis-
tered mobile number. Once the 
pledge is confirmed, a digital loan 
agreement pops up, which you can 
review and sign digitally to complete 
the application.

“As it is a fully digital process, the 
loan can be availed almost instantly,” 
said Krishna Kanhaiya, chief execu-
tive officer of Mirae Asset Financial 
Services. Digital platforms take min-
utes to a few hours to disburse the 
loan into the borrower’s bank 

be sold or redeemed until the loan is 
cleared.

The borrower can keep adding to 
the same fund through lump sum 
investments or systematic invest-
ment plans. You cannot pledge 
locked-in units, such as those in equi-
ty-linked saving schemes, during 
their three-year lock-in period. Some 
platforms let you pledge the remain-
ing free units, those that have com-
pleted the lock-in period, as collat-
eral.

When should you opt for it
You may be borrowing at a cheaper 

rate, but the trade-off is the impact on 
your investments. If you need fund-
ing for the short term, a loan against a 
mutual fund is a better alternative 
than selling your mutual fund invest-
ments and losing on their long-term 
compounding potential. However, 
you can even lose your investments if 
you cannot restore your margin at 
volatile times.

“We advise clients when they have 
a short-term funding need to con-
sider this type of loan, but we prefer 
they take the loan against debt 
mutual funds, where they can get a 
higher LTV, and the volatility of the 
collateral is on the lower side. This 
reduces frequent margin calls and 
pressure to pledge more units or 
repay to reduce the loan amount,” 
said Vishal Dhawan, founder of Plan 
Ahead Wealth Advisors.

While planners may be okay for 
short-term funding needs, long-term 
funding through mutual funds is a 
strict no-no. “But if you need funding 
for a longer term, debt mutual funds 
are not ideal, as the interest rate is 
likely to be higher than the yield on 
such funds. In such scenarios, it may 
be better to redeem the debt fund 
rather than take a high-interest loan 
against it,” said Surya Bhatia, finan-
cial adviser at Asset Managers.

If a borrower only has equity-ori-
ented funds, it is wise not to maximize 
the LTV ratio. If you fail to bring the 
LTV back within limits in seven days, 
the platform has the right to sell your 
units to adjust the outstanding loan.

Use the option sparingly despite the 
limits, allowing you 80% LTV in a debt 
mutual fund and 50% in the case of an 
equity mutual fund. You shouldn’t 
pledge more than 30-50% of your 
mutual fund investments for such 
loans, especially if you have linked 
these funds to your long-term goals.

Bottomline: While a loan against a 
mutual fund may seem like a quick and 
cheaper alternative, use the option 
wisely, or you might risk eroding the 
very wealth you are trying to protect.

Digital loans against MFs are fast, 
but here’s what you should know

Do not max out the LTV ratio, do not use it for long-term funding, and keep a watch on market volatility

A home loan is probably the biggest loan that one takes. Not only in terms of the loan 
amount, but also tenure, which can be 15 years or more. The total �nal amount that one 

pays can be double of what was borrowed. But a home loan is among the cheapest loans 
available, and usually it is the only way a person can buy a house. A home loan is called 
a ‘good’ loan because it helps you acquire a tangible asset that can appreciate over the 

long term. It makes sense to buy a house if you plan to live in it. Given the fact that the 
construction of several housing projects in India continues to be delayed or stalled by 
many years, �nancial advisers say that one should buy a ready-to-move-in house. Here’s a 
look at the lowest home loan interest rates of some leading banks.

Best home loan rates

Source: MyMoneyMantra.comPARAS JAIN/MINT

                                                                                                                                                   Loan amount = ₹30 lakh. Tenure = 20 years

Lender
Interest 
rate (%)

EMI (₹) Processing fee

Bank of India 7.35-10.10 23,893-29,150 0.25% (Min. ₹1,500 and Max.₹20,000)

Bank of Maharashtra 7.35-9.40 23,893-27,768 Up to 0.25% (Max. ₹25,000)

Central Bank of India 7.35-8.90 23,893-26,799 100% waiver till 31 March 2026

Indian Overseas Bank 7.35-8.35 23,893-25,751 Up to 0.50%  (Max. ₹25,000)

Canara Bank 7.40-10.25 23,985-29,449 100% waiver from 1 July 2025 to 30 September 2025* 

Indian Bank 7.40-9.40 23,985-27,768  ₹1,500 to  ₹5,000 + GST

UCO Bank 7.40-9.50 23,985-27,964 0.5% (Min. ₹1,500 and Max ₹15,000)

Nainital Bank 7.40-10.25 23,985-29,449 Up to ₹5,000

Bank of Baroda 7.45-9.20 24,076-27,379 Min. ₹8,500 and Max. ₹25,000

Union Bank of India 7.45-10 24,076-28,951 0.50% (Max. ₹15,000) + GST

Punjab National Bank 7.50-9.20 24,168-27,379 Waived from 1 July 2025 to 30 Sep 2025** 

State Bank of India 7.50-8.70 24,168-26,416 0.35% (Min. ₹2,000 and Max. ₹10,000) + GST 

IDBI Bank Limited 7.55-10.25 24,260-29,449  ₹5,000 to  ₹13,500

Punjab & Sind Bank 7.60-10.75 24,352-30,457 Up to 0.25% + GST 

ICICI Bank 7.70-9.65 24,536-28,258 Up to 2% 

Data taken from banks' websites as on 10 September 2025. EMI range is indicative and calculated on the basis of interest rate range; it may include other 
charges and fees. Actual applicable interest rate may vary based on the credit pro�le of the loan applicant. Top 15 public and private banks ranked by 
lowest interest rates. *under Retail Loan Festival; **under PNB Monsoon Bonanza 2025

We welcome your views and comments at

mintmoney@livemint.com

WILL WE DISPROVE 

YES MINISTER WITH 

PENSION REFORMS?

I
n Yes Minister, a TV satire on British politics, Sir Humphrey 
often stymied urgent reforms by setting up ‘interdepartmental 
committees.’ These are designed to create ‘creative inertia’ and 

‘plausible denial,’ said he. The recently set up Forum for Regula-
tory Coordination and Development of Pension Products has the 
potential to prove Sir Humphrey wrong.

A little background first. Indian pension programmes are regu-
lated by the Employees’ Provident Fund Organisation, or EPFO, 
and the Pension Fund Regulatory and Development Authority, 
or PFRDA. The EPFO’s schemes (Provident Fund, Employees’ 
Pension Scheme and Employees Deposit Linked Insurance 
Scheme) deliver a mix of lumpsum, pension and insurance while 
the PFRDA’s scheme (National Pension System) delivers a lump-
sum and a pension. These apart, there are pension plans outside 
the above arrangements—defence, railways, coal-miner pension, 
sections of the banking industry, superannuation and gratuity 
trusts, and excluded provident funds. Recent entrants are gig and 
platform worker social security arrangements. Most of these pro-
grammes work at the intersection of multiple regulators. 

A vast labour force with a vibrant capital market and super-
structure of technology provides an ideal base for a pension mar-
ket where individuals and employers can make choices of pen-
sion products that address their needs. Sadly, this remains a 
dream. Instead, flaws persist.

Lack of choice: Our pension products provide diversity of 
choice, from British era ‘provident funds’ to new era 401K equiva-
lents that participate in markets. However, our regulatory sys-
tems work in silos, negating this availability of choice. For 
instance, corporate employees can join an employee choice pen-
sion program (choosing your own asset allocation) only through 

a voluntary program like the NPS and 
not from their mandatory contribu-
tions like the EPF. This one-size-fits-
all approach is often dissuasive.

Lack of portability:  Our current 
systems limit transfers between pension 
plans. EPFO members cannot transfer 
to the NPS (or vice versa). Similarly, one 
cannot transfer balances from retail 
pension plans to institutional plans. 

This makes employees view pensions as a tax and not as social secu-
rity, specially given the levels of labour mobility in India.

Lack of services: Late technology adoption has made the 
administration of pensions a mess. Commonly, one thinks EPFO 
on hearing such issues, but problems in SPARSH (defence pen-
sions) point to this being an industry wide issue. Delayed access 
to pensions, inability to access information (statements), transac-
tional inefficiencies, etc. cause continued member angst. 

The adoption of technology recently has started to improve 
matters, but we are light years away from achieving high cus-
tomer satisfaction.

Absence of focus on adequacy: For too long, the burning 
platform has been accessibility, statements, grievance resolution, 
interest rate, compliance and other hygiene elements. Little 
attention is paid to whether the outcome (pension) is adequate 
as a replacement to salary. This obsession with hygiene factors 
is taking its toll on critical elements of design. Questions such as 
‘are we saving enough for our retirement, should we change 
design to meet long term needs’ should not be asked only by retail 
retirement planners but also by policy makers and regulators.

A host of other issues remain as well, such as differential tax 
treatment of different plans, differential asset allocation resulting 
in different returns across schemes, practices in trusteeship and 
governance, accounting practices, role of investment managers 
in such plans, etc.

Resolution of some of these will require many multi-regulator 
efforts, something that this forum can provide. A few low hanging 
fruit in the reform agenda are standardizing accounting practices 
across schemes (read: unitizing the EPF), removing anomalies in 
taxation of different stages of pensions, increasing focus on Trus-
teeship, improving standards of administration and governance 
of these plans.

Longer-term reforms such as a unified regulator for pensions, 
redefining the EPFO’s role and reporting, portability between 
plans, assured pension vs market determined pension, etc., 
require legislative actions. The new forum should look beyond 
incrementalism and be the precursor of long-term reforms. Time 
to prove Sir Humphrey wrong!

Amit Gopal is a Bengaluru-based pension consultant.

The pension 
coordination 
forum should 
set the stage for 
long-term and 
clear reforms

account.
With certain caps, the loan process-

ing fee is ₹999 or 0.5-1.5% of the loan 
amount. The loan tenure may be 12 
months, 24 months or 36 months. At 
the end of the tenure, borrowers who 
wish to extend the facility must pay a 
renewal fee, usually equal to the origi-
nal processing fee. The processing fee 
for a personal loan ranges from 1% to 
3% of the loan amount.

Cost of borrowing
Each platform main-

tains its own internal list 
of funds eligible for loans. 
The LTV ratio depends 
on the type of fund. Typi-
cally, equity mutual 
funds allow you to bor-
row up to 50% of their 
value, while debt funds 
can fetch as much as 80%.

For example, if you hold equity 
mutual fund units worth ₹4 lakh, you 
can borrow up to ₹2 lakh against them. 
On the other hand, if you have debt 
mutual fund units worth ₹4 lakh, the 
loan eligibility could go up to ₹3.2 lakh.

The cost of borrowing is another 

draw. While personal loans often 
carry interest rates of 9-24% per 
annum, loans against mutual funds 
are usually available at 9-15%, 
depending on the lender and fund 
type. Repayment is also more flexi-
ble—you typically need to service the 
monthly interest. You can partially 
prepay the principal by making a 
lump-sum credit to the overdraft 

facility, but before the 
loan tenure, you need to 
repay the entire princi-
pal or roll over the loan 
by renewing the tenure. 
Many platforms also 
allow prepayment with-
out any foreclosure fees.

“Since the borrower 
provides collateral, the 
loan will likely get 
extended even if the bor-

rower’s credit score is low. However, 
if there has been a history of default 
on repaying loans, then the applica-
tion might get rejected,” pointed out 
Adhil Shetty, chief executive officer 
of Bankbazaar.

However, you need to be cautious. 

If you borrow against equity mutual 
funds, you must pledge investments 
worth at least 50% of the loan amount 
as margin. The challenge arises dur-
ing periods of high volatility, when 
the value of your pledged equity 
holdings can decline rapidly. In such 
cases, the lender may ask you to 
pledge more units, or allow it to sell 
part of your investments.

For instance, suppose you pledge 
₹4 lakh worth of equity mutual funds 
to avail a loan of ₹2 lakh. If markets 
correct by 20%, the value of your 
pledged funds falls to ₹3.2 lakh. The 
lender needs to maintain at least 50% 
of the loan amount as margin, and the 
cushion has now shrunk to ₹1.6 lakh, 
creating a shortfall of ₹40,000. The 
lender can now ask you to pledge 
more units to restore the buffer or pay 
₹40,000. If you cannot do either, the 
lender can sell part of your pledged 
investments to restore the margin.

Any restrictions?
You continue to enjoy dividends 

and capital appreciation from the 
mutual funds you pledge. The only 
restriction is that these units cannot 

Quick access to loan against mutual funds
Other details

Loan-to-value ratio (LTV) linked to fund type

Note: If KYC is not already done; that will also 
be an additional step

SUBMIT PAN details on 
platform

PLATFORM fetches details of 
mutual fund investments 

CALCULATES credit limit 
based on type and value of 
mutual fund investments

CONFIRM or change the 
credit limit; can be lowered 
for less loan

(Debt mutual funds get higher 
loan value versus equity funds)

LINK your bank account to 
receive loan

Digital mode

Platforms can charge renewal fees, 
equivalent to original processing fee

Assumed
investments: 

₹4 lakh

 Loan-to-value ratio Credit limit

Equity mutual fund 50% ₹2 lakh

Debt mutual fund 80% ₹3.2 lakh

Risk of margin call

Example:

How to avoid 
margin call

 Avoid 
maximizing 
the LTV

 Use debt 
funds where 
volatility is 
low 

Borrowers need to either pledge more mutual fund units 
or pay the shortfall to bring back the LTV to 50%.

If not acted within 7 days, platform has the right to sell 
already pledged mutual fund units to restore the LTV.

If mutual fund value falls; the borrower 
needs to restore the loan-to-value ratio

Equity mutual fund value: ₹4 lakh

Loan at 50% LTV: ₹2 lakh

Mutual fund value  
₹3.2 lakh

falls by 20%:

New LTV: 62%

AFTER LINKING, digitally 
sign the loan agreement

MANDATE created in account 
for monthly interest payments

VISHAL DHAWAN 
founder of Plan Ahead Wealth Advisors

“Consider this option only 
in case of short-term 
funding needs. Loan 
against debt MF is 
preferred given the 
relatively low volatility.”

Loan tenure: 12 months, 24 months 
 or 36 months 

Interest rate
 9-15%; on amount drawn   

 from credit limit

Processing  ₹999 or 0.5-1.5% of 

fee:
 loan value (higher of 

 two; with certain caps)

Principal 
 Pay before loan    

payment: tenure or renew; no   
 foreclosure charge 

Eligible 
 Funds part of    

mutual funds
 platform's approved

  list; no locked-in units

GOPAKUMAR WARRIER/MINT

Remember that 
markets can turn 

volatile, and 
falling value of 

your mutual fund 
units can lead to 

margin calls

Book Now

UNDERSTANDING THE T&Cs OF 

HEALTH INSURANCE

Health insurance is one of the most important financial 

protections you can have, yet most people sign on the dotted 

line without ever reading the fine print. Exclusions, waiting 

 periods and hidden clauses can completely

 change what you think you are covered for. 

 At Mint Money Festival on 27 September

 in Bengaluru, Shrehith Karkera,

 Co-Founder of Ditto Insurance, wil

 l simplify the terms and conditions of health

 insurance so you know exactly what

 matters and how to choose wisely. If you 

miss it, you will (really) miss it.

27th Sept  |  PCPA, Bengaluru

Shrehith Karkera
Co-Founder,

Ditto Insurance

Bhawna Kakkar 

I’m a super senior with ₹7.8 
lakh FD interest, ₹4,927 SB 
interest, and SCSS account. 
Wife (74) got bank interest 
of ₹5.45 lakh, and ₹2.64 
lakh rent in FY25. We don’t 
have any other investment. 
What’s our ITR liability? 

—Ramasubramanian
As a super senior citizen 

(80+), your basic exemption 
limit for FY25 is ₹5 lakh under 
the old tax regime and ₹3 lakh 
under the new regime. Your 
total bank interest income—
₹7.8 lakh (fixed deposits) and 
₹4,927 (savings account)—
exceeds both limits. The SCSS 
interest will also be taxable and 
must be reported under 
“Income from Other Sources.”

Even after claiming up to 
₹50,000 deduction under 
Section 80TTB in the old 
regime, your taxable income 
remains above the limit. Our 
analysis shows the new tax 
regime yields lower tax liabil-
ity, since SCSS interest doesn’t 
provide extra deductions.

Your wife (74) is a senior cit-
izen (aged 60–79) with an 
exemption limit of ₹3,00,000 
in both regimes. Her income 
includes ₹5.45 lakh in bank 

Why super seniors 
must file tax this yr

For an extended 
version of the 
story go to 
livemint.com
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