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return, known as the risk pre-
mium, compensates investors 
for the volatility and uncer-
tainty involved. Given your 
investment horizon of three to 
five years, equities can be a 
suitable option. 

Historically, the risk of capi-
tal erosion over a three-year 
period is relatively low, and it 
decreases even further over a 
five-year horizon.

It’s important to remember 
that investment returns aren’t 
determined by numbers 
alone—they are also shaped by 
investor behaviour. For 
instance, during the Covid-19 
market crash, many investors 
exited equities in panic, only to 

miss out on one of the strong-
est rallies in Indian markets. 
Staying invested and main-
taining discipline can there-
fore be just as critical as choos-
ing the right asset class.

Considering your moderate 
risk tolerance, I would recom-
mend a balanced investment 
approach that combines equi-
ties, fixed income, and pre-
cious metals. This mix helps 
build a well-diversified portfo-
lio: fixed income provides sta-
bility and predictable returns, 
equities offer the potential for 
long-term growth, and gold 
and silver serve as a hedge 
against geopolitical and eco-
nomic uncertainties that may 
arise over the coming years.

I would therefore recom-
mend a portfolio that would 
combine balanced advantage 

Vivek Banka 

I am a 27-year-old engineer 
and recently received a 
bonus of ₹55,000. I want to 
invest this money in mutual 
funds, but I’ve been advised 
that lump-sum invest-
ments should generally be 
avoided. My investment 
horizon is about three to 
five years, and I have a 
medium-risk appetite. 
Given these factors, where 
would it be best to invest 
the bonus to balance 
growth and safety?

—Name withheld on request

This has been a common 
dilemma that almost every 
investor faces at some point in 
time: whether to invest a lump 
sum all at once or to stagger 
the investments over time. 
Trying to time the market can 
always be risky, as investors 
may wait for the “perfect” 
moment and, in the process, 
miss out on significant poten-
tial gains. In other words, 
delaying investments often 
means missing the bus on 
opportunities that could have 
grown their wealth.

Equity markets are inher-
ently uncertain, and that is 
precisely why they offer 
higher returns than fixed-in-
come investments. This extra 

funds along with gold and sil-
ver exchange-traded funds, or  
ETFs—allocating around 80% 
to, say, two balanced advan-
tage funds, and 10% each to 
gold and silver ETFs. 

Considering your moderate 
risk-taking capability this 
approach will give you a well-
rounded exposure to the mar-
ket: approximately 50% in 
equities, 30% in fixed income, 
and 20% in precious metals.

You can reasonably expect 
returns of around 10% with 
this approach, while keeping 
overall volatility much lower 
than pure equity funds. 

On tax treatment, the bal-
anced advantage funds sug-
gested above are taxed like 
equity funds, while gold and 
silver ETFs are taxed at your 
applicable slab rate if sold 
within 12 months and at 12.5% 
if held longer.

Lastly, even with a balanced 
strategy, staying invested and 
avoiding emotional decisions 
is key to benefiting from equi-
ty-led wealth creation.

Vivek Banka is the founder of 
GoalTeller

How to make your bonus work even harder
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W
ith the rupee slip-
ping to record lows 
of ₹90 against the 
dollar, the need to 
hedge investment 

portfolios against currency deprecia-
tion is yet again in focus. This concern 
is especially relevant today, as Indians 
are increasingly spending in foreign 
currencies—on overseas travel, edu-
cation, and other big-ticket expenses. 
While the rupee has depreciated 5% 
against the dollar recently, it has his-
torically weakened around 2.5–3% 
per year. Global diversification can 
benefit from rupee depreciation, as a 
weakening rupee boosts the value of 
returns earned abroad.

With mutual funds limited by over-
seas investment caps and interna-
tional ETFs often trading at premi-
ums on domestic exchanges, the 
usual avenues for global diversifica-
tion remain constrained. Here’s a 
look at some potential options.

Feeder funds
 Among domestic mutual funds, 

there are some feeder funds that 
remain open for subscription. These 
are funds that invest in international 
funds. Hence, these are called fund of 
funds. “However, the underlying 
funds are actively managed and do 
not offer the same comfort as invest-
ing in a broad index, where there is no 
risk of a fund manager underper-
forming the benchmark,” said Vishal 
Dhawan, founder of Plan Ahead 
Wealth Advisors. “Earlier, investors 
could rely on funds tracking broad-
based ETFs and indices, but those 
options are currently limited due to 
overseas investing restrictions.”

Note: open funds have limited 
overseas capacity, so watch out for 
updates if limits are exceeded.

Through foreign-broker route
Foreign broker platforms offer an 

alternative way to invest in US equi-
ties and ETFs. Client holdings—frac-
tional or full—are kept in pooled 
omnibus accounts under global cus-
todians. Sites like Vested and IND-
Money provide access to ETFs listed 
on overseas exchanges, allowing 
investors to track diversified indices.

Fractional shares work differently 
here. Investors can buy a fraction of a 
stock’s value—for example, a $270 
share can be purchased one-tenth at 
$27, or other fractions. It aggregates 
orders, buys full shares via a US bro-
kerage account, and allocates propor-
tional fractions to each investor. Divi-
dends are credited in proportion to 
the fraction held, enabling participa-
tion in price movements and corpo-
rate actions without buying full share.

Note that investments aren’t held 
in the investor’s own demat account 
but in the accounts of the platform’s 
foreign broker partners, with inves-

model. Under this setup, India INX 
acts as an introducing broker.

When an investor wants to buy a 
US stock or ETF through the plat-
form, the order is routed to interna-
tional broker partners who are 
licensed to execute trades on global 
exchanges. The shares are then held 
in custody through these foreign 
intermediaries, not as listed instru-
ments on the India INX itself.

This structure is fundamentally 
different from the NSE IFSC, where 
select US stocks are made available in 
the form of unsponsored depository 
receipts that trade directly on IFSC 
exchange. India INX, by contrast, 
provides a gateway to global markets 
rather than running a separate listing 
framework for foreign equities.

Taxation
All foreign investments—except 

those made through Gift City—must 
be reported under Schedule FA (For-
eign Assets) in the income-tax return.

“Gift City is considered Indian ter-
ritory for tax purposes. Hence, the 
requirement doesn’t apply to resi-
dent Indians,” pointed out Harshal 
Bhuta, partner at P. R. Bhuta & Co. 
Chartered Accountants.

Apart from the specific tax rules 
applicable to Gift City–domiciled 
retail funds, foreign investments fol-
low the standard framework: gains on 
assets held for less than two years are 
treated as short-term capital gains 
and taxed at the slab rate, while hold-
ings beyond two years are taxed as 
long-term capital gains at 12.5%.

What should investors do?
International exposure is crucial 

for mitigating the impact of the 
rupee’s depreciation on your invest-
ments, but it should be built with a 
measured approach, according to 
financial advisors.

“While the global funds being 
launched in Gift City offer a useful 
avenue for diversification, analysing 
and selecting the right fund manager 
may be challenging for retail inves-
tors. Those who prefer a simpler 
route may instead consider broad-
based ETFs or index funds listed on 
foreign exchanges, which are availa-
ble on the platforms that allow for-
eign investments," said Dhawan.

At the same time, it is important 
not to get carried away by the recent 
outperformance of international 
markets relative to domestic ones, he 
said. "An ideal exposure typically ran-
ges between 10% and 30% of the port-
folio, but as US markets have already 
rallied sharply, investors may choose 
to start with a lower exposure and 
build it gradually,” he added.

Rupee slumps, opportunities rise: 
A guide to international investing

With the rupee hitting 90 to a US dollar, safeguarding portfolios against currency risks is also becoming crucial

*On gains above ₹1.25 lakh. **includes funds that have invested over 65% of proceeds in debt and money market instruments. 
MF: Mutual funds; ETFs: Exchange-traded funds; REITs: Real Estate Investment Trusts; InVITs: Infrastructure Investment Trusts; FOF: Fund of 
Funds; NA: Not Applicable. All rates are base; surcharge and cess extra. ^gold MFs that invest in an underlying gold ETF. Those without an FoF 
structure qualify as long-term asset after 1 year
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Equity MFs, ETFs and stocks >12 months 20% 12.5%*

Gold ETFs >12 months Slab rate 12.5%

REITs/InVITs >12 months 20% 12.5%

Bought before 1 April 2023 >24 months Slab rate 12.5%

Bought 1 April 2023 onwards NA Slab rate Slab rate

Listed bonds >12 months Slab rate 12.5%

Gold MFs^, physical gold, overseas 
MFs, FOFs

>24 months Slab rate 12.5%

Foreign equity, international ETFs >24 months Slab rate 12.5%

Real estate >24 months Slab rate Bought after 23 July 2024: 12.5%

Bought before 23 July 2024: 
lower of 12.5% without indexation 
and 20% with indexation

Debt MFs**

Holding period for LTCG STCG tax rate LTCG tax rate

Source: Mint Research

How different assets 

are taxed?
This table shows the post Budget 2024 capital 

gains tax treatment across different assets. As a 

uniform rule, LTCG on all assets except debt 

funds is now 12.5%, and STCG on assets where 

STT is paid is 20%, while assets without STT 

continue to be taxed at slab rates.

We welcome your views and comments at

mintmoney@livemint.com

FINANCIAL JARGON 

THAT ROBS YOU OF 

PEACE—AND MONEY

R
ecently, I spoke with someone who had read that markets 
are “expensive”. They sensibly assumed this meant stock 
prices were high. In their view, a ₹100 share was obviously 

pricier than one at ₹20. I had to clarify that when analysts call 
stocks expensive, they mean valuations like the price-to-earnings 
ratio—not the market price. In fact, a ₹20 stock can be far more 
expensive than a ₹100 one if its fundamentals don’t support it.

The equivalent confusion is even worse in mutual funds, some-
thing I’ve written about earlier. People often assume that a fund 
with a net asset value (NAV) of ₹15 is cheaper and therefore a bet-
ter deal than one at ₹150. The reality is that NAV is just the per-
unit price and tells you nothing whatsoever about whether the 
fund is a good investment or likely to grow. Yet this misunder-
standing leads investors to make completely illogical choices, 
hunting for low-NAV funds as if they were bargains at a sale.

Should we blame these people for the confusion? Absolutely 
not. The fault lies squarely with those of us who work in finance. 
We’ve taken ordinary words that people use every day and given 
them a completely different technical meaning—and then we act 
surprised when ordinary investors misunderstand us.

This isn’t an isolated issue. The world of finance is full of every-
day words that have been hijacked. Take the term “dividend” in 
mutual funds. For years, I wrote column after column explaining 
that these so-called dividends were not dividends at all. They 
were simply a return of your own money—a partial redemption 
dressed up to look like income. Sebi eventually corrected this by 
requiring funds to use the proper terms—payouts or distribu-
tions—but the damage was already done. Many investors still 
think of fund dividends as bonuses or extra returns.

Consider the word “liquid”. When you tell someone that a par-
ticular investment is liquid, what 
image comes to mind? Water, obvi-
ously. Perhaps they think it flows easily 
or that it’s somehow fluid. The actual 
meaning is that the investment can be 
quickly converted to cash without sig-
nificant loss of value — a perfectly sen-
sible concept, but why choose a word 
that means something else entirely in 
everyday usage?

Another culprit is “correction”. In normal English, a correction 
fixes something that was wrong. So when we say that markets 
have undergone a correction, the natural assumption is that 
something wrong has been put right, that prices have moved to 
where they should be. In practice, it means prices have fallen. 
There’s nothing inherently corrective about it. Markets can cor-
rect downwards when they're already low, and they can continue 
rising when they're already high.

Then there’s the confusion around growth-oriented invest-
ments. To most people, growth means expansion, improvement, 
getting bigger and better. Naturally, they assume growth-ori-
ented funds invest in companies that are growing. In a sense, they 
do, but the technical meaning is quite different. Growth investing 
refers to buying shares in companies trading at high valuations 
relative to current earnings, based on expectations — hope, actu-
ally — of future expansion. These companies might be growing, 
but they may never become good investments.

The tragedy of all this linguistic confusion is that it creates a 
barrier between ordinary people and financial understanding. 
It makes investing appear more complex than it actually is. The 
solution isn’t to avoid investing or to assume you’re not smart 
enough to understand it. The solution is to recognise that much 
of the confusion is artificial. Once you understand that expensive 
doesn’t mean high-priced, that liquid doesn’t mean wet, and that 
correction doesn’t mean fixing mistakes, the basics of investing 
become far more accessible.

However, I'm curious about what other terms confused you 
when you were starting out as an investor. What words or phrases 
did you misunderstand because finance had hijacked their every-
day meanings? Write to me and share your experiences.

Dhirendra Kumar is founder and CEO of Value Research.

The misleading 
terms often 
create barriers, 
but recognizing 
them makes 
investing easier

tors as the beneficiary. These invest-
ments are insured in the US by the 
Securities Investor Protection Corpo-
ration (SIPC) for up to $500,000.

Gift City funds
As of now, there is only one retail 

outbound fund on Gift City, which 
was launched by DSP MF. The mini-
mum investment in DSP’s retail fund 
is $5,000 (around ₹4.5 lakh), with 
incremental investments of $500. 
This fund is available on Vested and 
IndMoney. But, it differs in terms of 
taxation. The tax impact 
occurs at the fund level, 
not the investor level.

For example, if a divi-
dend is received from an 
investee firm, the fund 
must pay tax at a mar-
ginal tax rate of 35.88%. 
If there is a short-term 
gain from an investment 
(when holding period is 
less than two years), the fund will pay 
a short-term capital gains tax rate of 
42.74%. Long-term capital gains are 
taxed at 14.95% at the fund level.

To mitigate tax impact, the fund 
will maintain a 4-5% cash reserve to 
facilitate redemptions, avoiding the 

need to sell investee shares in short 
term. An exit load will apply to inves-
tors redeeming before two years, with 
proceeds added back to the fund. 

PPFAS has got approval to launch 
new Gift City outbound passive funds 
—Parag Parikh IFSC S&P 500 FOF 
and Parag Parikh IFSC Nasdaq 100 
FOF—but the launch is yet to happen.

Global funds
Another route for global exposure 

is through international mutual 
funds. These are professionally man-

aged funds that invest 
across various markets, 
including US, Europe, 
Asia and emerging econ-
omies. Vested has begun 
offering global funds 
that are domiciled in 
regulated jurisdictions, 
such as Ireland and Lux-
embourg, which are 
widely used for cross-

border fund distribution. These 
structures allow Indian investors to 
participate in global equity or fixed-
income strategies without the com-
plexity of selecting individual stocks.

The process is digital: investors 
complete a one-time KYC, link a bank 

Experts suggest 
10-30% global 

exposure via ETFs 
or index funds, 
advise caution 
on US market 

valuations

Scan the QR 
code to read 
an extended 
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account and remit money in dollars. 
“Global managers such as BlackRock, 
Vanguard, Fidelity and Pimco are 
available, and investors can start with 
small ticket sizes—some as low as 
$10,” pointed out Viram Shah, 
founder of Vested Finance.

Stocks via Gift City
The National Stock Exchange 

(NSE) IFSC provides access to only 
the top 50 US stocks, and the struc-
ture differs from buying a full share. 
Investors receive a depository receipt 
that represents a fraction of the 
underlying stock. Each stock has a 
depository receipt ratio that deter-
mines the minimum investment. For 
example, if a stock trades at $210 and 
the DR ratio is 1:25, investors can buy 
one-twenty-fifth of the share for 
$8.40. Corporate actions are passed 
on in proportion to the fraction held.

On the BSE Gift City INX platform, 
fractional ownership is not available. 
India INX does not list US stocks on 
its exchange in the same manner as 
NSE IFSC does through depository 
receipts. Instead, India INX provides 
investors with access to US markets 
through its Global Access Program, 
which operates on a broker-tie-up 

How and why of international investing
Rupee hitting all-time low shows importance of international diversifaction in your 
investments to hedge against currency depreciation.

What are your 
options?

^Only DSP MF has launched, others 
working on it

*Feeder funds are fund-of-funds 
that invest in mutual funds 
managed by foreign fund managers

Note: ETFs are exchange-traded 
funds that track popularglobal 
indices, eliminate fund-specific risk 
of underperformance

**Short-term capital gains are taxed at investor's slab rate
Note: The Reserve Bank of India's (RBI) Liberalised Remittance Scheme 
(LRS) allows resident individuals to remit up to $250,000 per financial year

LTCG: Long-term capital gains, TCS: Tax collected at source

 Need to disclose assets under 
schedule FA (foreign assets)

 Not required for Gift City 
investments

 International investments get 
LTCG tax rate of 12.5% after 2 years**

 GIFT City cat-III outbound funds 
taxed at fund-level; not at investor-level

 TCS of 20% above ₹10 lakh; can be claimed

Why you need international 
diversification

 Rupee has 
historically 
depreciated 
against
US dollar 

 Hedge 
against it 
with dollar- 
denominated 
investments 

 Make up 
for rupee 
depreciation 
for overseas 
spending

 Feeder funds* 
from domestic 
mutual funds

 ETFs, stocks on 
platforms such as 
Vested, INDMoney

 Stock options 
available through 
GIFT City 

 Retail outbound 
funds in GIFT City 
(min investment: 
$5,000)^

 Vested recently 
launched global 
funds 

What should investors do?

 Prefer ETFs, index funds that 
track broader indices.

 Active funds may underperform 
indices at different points in time.

 Try to avoid direct foreign stocks 
or overseas fund managers.

 Build allocation between 10% and 
30% in a staggered manner.

 Avoid overchurn; high-tax 
incidence; stick to long-term.

Taxation
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