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Do you have a personal 
finance query? Send in your 
queries at 
mintmoney@livemint.com 
and get them answered by 
industry experts.

Over the past few years, the 
super top-up plan has been 
priced very attractively. For 
instance, a super top-up of ₹1 
crore with a ₹10 lakh deducti-
ble for your family composi-
tion would cost around 
₹1,000. Comparatively, it 
seems you are being charged 
₹3,000 for the additional ₹10 
lakh cover in the base plan.

The primary advantage of 
buying cover in the base plan is 
that you would be able to make 
a single claim of ₹20 lakh with 
one insurer. In the alternative 
structure, you would have to 
file a claim of ₹10 lakh with the 
base plan, and then the 
remaining amount with the 
top-up up insurer.

I applied for a ₹2 crore 
term life insurance cover 
with a prominent insurer. 
However, it was rejected 
due to some anxiety issues. 
I have also checked with 
other insurers, but propos-
als keep getting rejected. I 
have an option through a 
group retail plan. Should I 
consider it? Also, why is 
GST applicable?

—Name withheld on request

Life insurance contracts are 
long-term contracts. Premium 
once assigned for a particular 
contract remains fixed for the 
entire duration of the term. 
Insurers have pre-fixed under-
writing norms based on their 
assessment of risk.

These are not static rules 
but change over time. For 
chronic health issues, such as 
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M
ost investors associate 
mutual funds with 
equities, but debt 
funds can also play a 
key role if used cor-

rectly. They are particularly useful for 
short- to medium-term goals, offer-
ing better yields and tax efficiency 
than bank savings or deposits. With 
16 debt fund categories available, the 
key is to choose one that aligns with 
your investment objectives.

For goals ranging from a few 
months to a few years, advisors often 
suggest shifting funds from equity to 
debt to protect the corpus from stock 
market volatility. Here’s a look at 
popular debt fund categories and 
how they can be used.

For instant liquidity
If you need to park money for a few 

days or weeks, consider overnight 
and liquid funds — the shortest-dura-
tion debt categories, ideal for cash 
management and money you might 
otherwise leave idle in a savings 
account. Overnight funds invest in 
securities that mature the next day, 
carry virtually no interest rate risk, 
and are among the safest mutual fund 
options. They provide the simplest, 
lowest-risk parking spot for short-
term funds. Liquid funds extend the 
investment horizon slightly, allowing 
investment in instruments that 
mature in up to 91 days.

“With bank savings rates languish-
ing around 2.5%, liquid funds can 
offer anywhere between 5.5% to 6.5% 
returns,” said Vikram Dalal, manag-
ing director at Synergee Capital. 

“Liquid funds are a good option to 
park emergency funds as these offer 
better returns than bank fixed depos-
its and can be accessed at a short 
notice,” said Vishal Dhawan, founder 
of Plan Ahead Wealth Advisors.

These funds suit investors, requir-
ing emergency money to earn returns 
without being locked up, accessible 
on a day’s notice. If you redeem 
before 3:00 pm, the amount is cred-
ited the next business day. You can 
also redeem up to ₹50,000 per inves-
tor per day instantly, with funds hit-
ting your account the same day.

For short-term goals
If your funds are not needed for 

3-12 months, consider ultra-short 
duration and money market funds—
the next step up the maturity ladder. 
These can fund short-term goals such 
as insurance premiums, minor home 
renovations, or upcoming travel, and 
also serve as a bridge investment 
while waiting for better equity or 
long-term debt opportunities. Ultra-
short funds hold instruments with a 
Macaulay duration of 3-6 months, 
while money market funds extend up 
to one year. Returns generally range 
from 6.5% to 7.5% based on market 

For 3-plus-year goals
Once your goal horizon stretches 

beyond three years, you can afford a 
little more duration and volatility — 
in return for better yields. That’s 
where corporate bond funds, bank-
ing, and PSU debt funds come in.

Corporate bond funds invest pre-
dominantly (at least 80%) in AAA-
rated instruments. Banking & PSU 
funds, on the other hand, invest 
mainly in public sector bank and PSU 
bonds, which come with the comfort 
of sovereign backing. These funds' 
annual yield right now is between 
7.5% and 8.5%, based one-year 
returns as of 23 October 2025.

The category average one-year 
return for banking & PSU funds was 
7.84%. The category average one-
year return for corporate bond funds 
was 8.12%. These categories work 
well for medium-term goals. They 
also serve as a core debt allocation in 
a conservative portfolio, balancing 
risk and return more effectively than 
shorter-duration funds.

Patient money
Long-duration or G-sec funds 

invest in government securities with 
maturities of 10 years or more. These 
bonds are highly sensitive to interest 
rate movements — meaning even a 
small change in rates can cause large 
swings in their prices. That’s what 
makes them risky in the short run. 

Over long periods—seven years or 
more—market ups and downs tend to 
even out, making these funds suitable 
for investors who can stay invested 
through a full interest rate cycle, ide-
ally entering when rates are high. 
However, this is a tactical move, suit-
able only for savvy investors who can 
handle the associated volatility, as 
predicting the interest cycle over the 
long term is difficult.

Takeaway
Debt funds offer another advan-

tage over traditional banking instru-
ments—you are not taxed on interest 
annually. Interest received by the 
debt fund is added to the fund’s NAV 
(net asset value). Gains are taxed only 
when you redeem your units, and at 
your income tax slab rate (since 
indexation benefits on long-term 
holdings were removed after April 
2023). This deferral allows your 
returns to compound more efficiently 
over time. While debt funds are rec-
ommended for very short to medium-
term goals, understanding the time 
horizon of your goals and investing in 
debt funds that match this duration is 
crucial to maximize their benefits. 
Avoid funds with high credit risks, as 
these funds also face default risk.

Harness the power of debt funds 
to meet your key financial targets

Debt funds help achieve short- to medium-term goals if your risk profile aligns with your investment horizon

A home loan is probably the biggest loan that one takes. Not only in terms of the loan 

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 

look at the lowest home loan interest rates of some leading banks.

Best home loan rates

Source: MyMoneyMantra.comGOPAKUMAR WARRIER/MINT

                                                                                                                                                   Loan amount = 30 lakh. Tenure = 20 years

Lender
Interest 
rate (%)

EMI ( ) Processing fee

Bank of India

Bank of Maharashtra

Central Bank of India

Indian Overseas Bank

Canara Bank

Indian Bank

UCO Bank

Nainital Bank

Bank of Baroda 

Union Bank of India

State Bank of India

IDBI Bank 

Punjab & Sind Bank

ICICI Bank

Jammu & Kashmir Bank

7.35-10.10

7.35-9.40

7.35-8.90

7.35-8.35

7.40-10.25 

7.40-9.40

7.40-9.50

7.40-10.25

7.45-9.20

7.45-10.00

7.50-8.70

7.55-10.25 

7.60-10.75

7.70-9.65

7.75-8.45

23,893-29,150

23,893-27,768

23,893-26,799

23,893-25,751

23,985-29,449

23,985-27,768

23,985-27,964

23,985-29,449

24,076-27,379

24,076-28,951

24,168-26,416

24,260-29,449

24,352-30,457

24,536-28,258

24,628-25,940

0.25% (Min. ₹1,500 and Max. ₹20,000)

Up to 0.25% (Max. ₹25,000)

100% waiver till 31.03.2026

Full waiver of processing charges

100% waiver under Retail Loan Festival* 

₹1,500 to ₹5,000+GST

100% waiver** 

Up to ₹5,000

Min. ₹8,500 and Max. ₹25,000

0.50% (Max. ₹15,000)+GST

0.35% (Min. ₹3,500 and Max. ₹12,000)+GST 

₹5,000 to ₹13,500

Full waiver of processing charges

Up to 2%

0.25% (Min ₹2,000 and Max ₹50,000)+GST

 

Data taken from banks' websites as on 22 Oct 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. *from 01.10.2025 to 31.12.2025; **if sanctioned 
between 18.09.2025 and 31.10.2025. Note: Processing fees are a % of the loan amount.

Abhishek Bondia 

I am 45 with a daughter. 
Our ₹10 lakh family floater 
has run for five years. This 
year, I have a ₹1 crore super 
top-up with a ₹10 lakh 
deductible. My base 
insurer offers to raise cov-
erage to ₹20 lakh for 
₹3,000 extra. I have a ₹10 
lakh no-claim bonus and no 
adverse medical history. 
Please advise.

—Name withheld on request

You have a well-structured 
health insurance coverage. 
Once your base sum assured 
gets exhausted, your top-up 
plan would trigger immedi-
ately. Since the deductible of 
the top-up plan matches that 
of the sum insured of the base 
plan, you would not have any 
outage. Additionally, you have 
a cushion coverage from the 
no-claim bonus. Given that it 
would take a couple of years 
for the waiting period to lapse 
in the top-up plan, the 
no-claim bonus could step-in.

There is limited incremen-
tal benefit of getting the extra 
coverage in the base plan, 
given your current structure. 
For the incremental sum 
assured purchased in the base 
plan, the waiting period would 
be reapplied.

anxiety, insurers may refuse to 
underwrite the proposal based 
on these models. You may 
choose to reapply when your 
health condition improves.

In the meantime, it would 
make sense to apply with the 
group retail option. In a group 
plan, insurers have more 
underwriting leeway due to 
volume. Also, group plans are 
generally for shorter period. 
Thus, allowing insurers to 
revisit pricing after smaller 
intervals. 

As per the recent GST regu-
lations, only individual health 
and life products are exempt 
from GST. Group life insur-
ance plans still fall within the 
ambit of GST.

As your health condition 
improves, you may discon-
tinue the group plan and 
switch to an individual plan. 
This would make sure that you 
are able to optimize premium, 
when possible, and have the 
necessary coverage in the 
meantime.

Abhishek Bondia is principal 
officer and managing director, 
SecureNow Insurance Broker.

Can base plan top-ups make a difference?
ISTOCKPHOTO

We welcome your views and comments at

mintmoney@livemint.com

THE CLAUSE THAT 

CAN DERAIL HEALTH 

INSURANCE CLAIMS

M
ost insurance policyholders believe that once they are 
admitted to a hospital, the insurer will pay the bills. 
However, health insurance policy documents often 

include a “reasonable and customary” clause, which allows insur-
ers to pay only for costs that they consider fair and standard. 
Insurers can assess whether a treatment, its cost and the number 
of days spent in hospital were actually necessary. Most claims 
pass smoothly through these filters, but for those that are 
rejected, the clause proves to be a primary reason, second only 
to declines due to pre-existing health conditions.

Patient's pain
Take the case of this driver living in a tier-two town who had 

gastroenteritis. The local hospital, which was on the insurer’s 
panel, admitted him to the intensive care unit (ICU). He was kept 
for over a day, and administered antibiotics and other medicines 
intravenously. The insurer rejected his bill for Rs 25,000, saying 
the patient could have been treated without hospitalisation. The 
insurer was probably right. Doctors agree it could have been 
treated without hospitalisation. Yet, when you are in acute pain 
and told to get admitted, you rarely argue. Leaving “against medi-
cal advice” is also frightening. In this difference of opinion, it is 
the patient who bears the brunt of an unpaid claim.

In another case, a surgeon at a well-known hospital in Mumbai 
charged Rs 15 lakhs for a coronary artery surgery, while the same 
would have cost about Rs 5 lakhs in other hospitals. Many 
rejected claims of this surgeon reached the Ombudsman, which 
ruled that the claim was payable in full by the insurer because the 
surgeon was a skilled specialist. Ideally, these costs, incurred in 
a panel hospital, should not have been questioned. If the insurer 
felt that surgical costs were high, they could have excluded that 

hospital from their panel.
The length of stay in a hospital is yet 

another point challenged under the 
clause. In allopathic hospitals, the disa-
greement is often about 1-2 days, and 
every extra day adds cost. But, patients 
rarely choose to be in a hospital unless 
advised. Ayurvedic hospitals are differ-
ent, though. Here, hospitalisation is for 
low-severity chronic conditions and 

can last for over a week. Patients can come for wellness and feel-
good treatments disguised as medical necessity; therefore, scru-
tiny during hospital stays is considerably higher and justified.

Due diligence
You can reduce the risk of rejection by conducting thorough 

due diligence before undergoing treatment. The red flags to 
watch for are a hospital increasing prices or modifying treatment 
protocols when you share that you have insurance. Ask ques-
tions, get second opinions and find out the expected length of 
stay. Most importantly, follow the advice of an experienced medi-
cal professional. The courts have consistently taken the view that 
the medical professional’s recommendation is to be followed.

Insurers must also step up. With no regulated hospital pricing 
or protocols, they could list empanelled hospitals where claims 
are settled without dispute. Hospitals and insurers can agree on 
package costs instead of billing by hospital days, removing incen-
tives for unnecessary extensions.

Doctors can also help by ensuring that discharge summaries 
and medical justifications are clear and accurate. Often, this justi-
fication is left to an administrative person with little medical 
experience. I am still dealing with a case where a discharge sum-
mary by a junior doctor said the patient had consumed alcohol, 
despite the hospital’s own test showing none. The Rs 30 lakh 
claim is now in the courts due to a poorly written discharge note.

In an ideal world, there would be no subjectivity in applying 
this clause because hospital protocols and costs would be trans-
parent and regulated. Until that utopia is achieved, the next best 
thing is to ask yourself: would I still opt for this treatment if I were 
paying the bill? That question alone can keep your care within 
the boundaries of what insurers call reasonable.

Kapil Mehta is co-founder, SecureNow Insurance Broker.

The ‘reasonable 
and customary’ 
clause drives 
claim rejections 
over insurer-
assessed costs

conditions. As of 23 October 2025, 
the one-year category average for 
ultra-short duration funds was 6.9%, 
according to Value Research.

When goal is a few years away
Short-duration funds invest in 

bonds and other debt 
instruments with matu-
rities of one to three 
years, making them suit-
able for short-term 
goals. They balance 
safety with slightly 
higher returns, holding 
a mix of government 
securities (G-sec), PSU 
bonds, and high-quality 
corporate papers. Yields are better 
than liquid or money market funds, 
typically ranging from 6.5% to 8.5%.

As of 23 October 2025, the one-
year category average return for 
short-duration funds was 7.86%. "To 

select the right short-duration funds 
now, investors should look for funds 
that have higher AAA and AA corpo-
rate bond holdings rather than gilts or 
floating rate bonds. Both AAA and AA 
corporate bonds now offer yields that 

are attractive relative to 
the past,” Aarati Krish-
nan, head of advisory, 
primeinvestor.in. said. 

Ensure the fund’s 
Macaulay duration 
roughly matches your 
investment horizon. For 
example, if you need the 
money in two years, 
choose a fund with a 

two-year duration. Investing in a 
longer-duration fund and withdraw-
ing early can lead to higher mark-to-
market volatility, which is undesira-
ble for short- to medium-term goals.

The other option is medium dura-

Opt for longer-
duration funds if 
your investment 
horizon is long, 
but always steer 

clear of high 
credit-risk papers

tion funds carry Macaulay duration of 
3-4 years. “However, be cautious in 
this category as funds typically take 
more credit calls in this category,” 
said Ashish Chadha, a registered 
investment advisor. 

What is Macaulay duration
Macaulay duration is the average 

time it takes to recover your invest-
ment in a fund’s bonds through inter-
est and maturity. Longer durations 
increase sensitivity to interest rate 
changes, causing short-term volatil-
ity, making such funds less suitable 
for short-term goals. 

Shorter-duration funds are less 
affected, as bonds mature sooner and 
can be reinvested at new rates. Inves-
tors with shorter horizons should 
stick to shorter-duration funds, while 
those with longer horizons can accept 
higher interest rate risk for poten-
tially better returns.

How to navigate debt funds

 Approximate fund maturity 

based on the cash �ows of its 

investee bonds

 Longer duration means 

more vulnerable to interest 

rate changes

Taxed at investor’s slab rate regardless of holding period

 Investing in debt funds 

to chase returns 

 Some funds may take 

higher credit risks

 Watch out for 

low-quality credit papers 

Fund type investment horizon Interest rate risk Credit risk 

^Avoid portfolios with high credit risks 

Overnight fund/liquid fund Up to 3 months Very low Very low

Ultra short/money market 3-12 months Low Very low

Short duration 1-3 years Moderate Low

Medium duration^ 3-4 years Moderately high Moderate to high

Corporate bond / banking & PSU 3–5 years Moderate Low to moderate

G-sec funds/long-duration funds 7-year-plus High to very high Lowest

How to check credit 
quality of portfolio

See credit ratings of 

the investee bonds

Credit rating Credit quality

Sovereign rating Highest

AAA (+/-) High

AA (+/-) Moderately high

A (+/-) Moderate

BBB (+/-) Low

Below BBB- Below investment 

 grade

What is Macaulay 
duration

Avoid

How are debt funds taxed

Checklist

Match your investment timeline 

with the fund’s maturity in the 

factsheet

Check Macaulay duration in 

fund factsheet 

Credit quality can be gauged 

from share of AAA-rated 

papers

GOPAKUMAR WARRIER/MINT
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