How NPS’'s 2026 withdrawal rules
are changing retirement planning

Subscribers can now choose between systematic payout rate and systematic unit redemption drawdown options
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ntil recently, the
National Pension System
did not work for many,
and the primary reason
for this was the mandate
of 40% annuitization. Under this, an
investorhad to commitat least 40% of
herretirement nest eggaccumulated
through the NPS into buying an
annuityat the time of retirement and
at the rates prevailing then.

But that changed last year, when
the mandatory annuity rule was
brought down to 20% for non-gov-
ernment subscribers, following the
introduction of a systematic lump
sum withdrawal plan in 2023 that
allowed customersto keep the corpus
inside the NPS and withdraw in
instalments over time, rather than
takingit all at once.

Thisyear, the Pension Fund Regu-
latory and Development Authoy
(PFRDA) went astep further. Itintro-
duced the Retirement Income
Scheme (RIS) that allows retirees to
withdraw non-annuitized corpusina
regular and systematic manner.

The RIS allowsretirees to keep the
non-annuitized corpus within the
NPS, instead of withdrawing it as a
lump sum, and drawa regular income
until the age of 85.

How itworks

Asubscriber turning 60 or exiting
aftter 15 years (early exit option is

The new NPS payout plan
PFRDA's Retirement Income Scheme (RIS) lets NPS subscribers keep part of their
corpus invested and withdraw it gradually after retirement.

RIS Steady: key points

> RIS steady offers withdrawal options for

the non-annuitized corpus
» Systematic Payout Rate (SPR):

withdrawal rate increases gradually with age
b Systematic Unit Redemption (SUR):

a fixed number of units is redeemed in

each period

P The choice depends on income sources,

liabilities, and retirement expenses

» Both options carry market risk—no

guaranteed retumns under RIS

RIS Steady glide path:
asset allocation changes annually

Corporate Govt
Age Equity— onds- Securities—
examples ClassE (%) ClassC(%) ClassG (%)
Up to 60 years 35 10 55
65 years 25 15 60
70years 15 20 65
75 years 10 20 70
80 years and above 10 15 7

Note: A eXitNPS  Note: Al
From age 80 onwards, the allocation remains fixed.

after 15 years, before age 60

SPR vs SUR: the two RIS payout options

SPR: payout rate changes every year

Annual payout rate
(in %)

61%_~ 75
5% 9
4%
S
Age 60

Formula: 1 = (85 - current age). The rate resets on every bithday

available onl ernment

100% 4 g4

for
employees) can leave the lump-s
portion inside NPS, ina purpose-built
fund called RIS Steady. From there,
the subscribercan draw it down grad-
ually through monthly, quarterly,or
annual payouts, until the age of 85.

The mandatory annuity portion is
separate and unchanged—RIS only
governs the drawdown of the remain-
ing corpus.

RIS Steady works as a glide-path
fund. It starts with some equity expo-
sureat 60 (orup to 60 years for those
ommgra ly) and, gmduallvu‘du(‘ sit
iberages—

unit

for an NPS subscriber retiring at 60

oneverybirthday. Atage 60, the o
cationisroughly 35% equity, 10%cor-
porate bonds, and 5% government

“The iLleabehindRIS
ancebetween beating inflation, while
preserving the corpus," said Vishal
Dhawan, founderand chiefexecutive

ors."And the glide path aims to pre-
vent too conservative a stance from
retirees, or tooaggressive ones, dur-
ing their retirement years."

“The preset glide-path may not
suit everyone. Very conservative
investors may not be comfortable
with the 35% equity .Atthe

SUR: how it works

Systematic

redemption
(SUR)

Assumed opening
unit balance
800,000 units

Assumed drawdown
o Period
25 years

(300 monthly payouts)

Units redeemed
per month (fixed)

2,666.67 units

The number of units redeemed every month s fixed, while
the rupee payout varies with NAV

poor market scenarios to compare
how the SPR and SUR payouts
behave over 25-year of drawdown.

NPS today at age 60 and opts for the
withdrawal scheme up to age 85, till

assumed a retiree starting with a 31
crore corpus, with 20% goingintoan
annuity and the remaining 380 lakh
entering RIS, inline with the revised
annuity floor for non-government
subscribers. All payout figuresare in
inflation-adjusted terms.

Bothstrategiesstarted at the same
monthly payout ofaround ¥26,667:a
4% annual withdrawal rate on 380
lakhworked out to¥3.2lakha year, or
roughly 326,667 a month: systematic
unitredemption arrived at the same
figure by dividing the opening bal-
ance of 800,000 units equally across
300 monthly payouts, which at a
starting NAV of 310 also gave
126.667.

The logic, as Ravi Saraogi,
co-founder of Samasthiti Advisors,
notes is that the systematic payout
rate is built around life expectanc:
based withdrawal logic: surviva
probabilities are higher in e

irement, soretireesget more

pension, renlalmwme orothersta-
ble cash flows covering fixed
expenses, that variability may not be
aconcern."Systematic payout rate is
likely tobe more suitable for retirees
with substantial other income who
wanthigher discretionary spending

years,"

Both options come with an ele-
ment of market risk.

While RIS offers a structured way
to draw down the non-annuitized

bscriberswho already have
adequate retirement income from
other sources may prefer to simply
take the lump sum and invest it on
theirown terms,

There is also another option for
such subscribers; that is NPS allows
subscribers to defer all withdrawals
upto85 years ofageand keep the cor-
pusinvested with NPS. "By deferring

SPR: monthly wi
Market Yearo | Year10 G N e duringthciract
scenario (2026) boost ratio®  over a 35-year drawdown period said Saraogi.
~Cutt0-Boost Rato poyout s  payout
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5010k 1 IS Monthy payouts ssomed.
26667 | 25385 | 28062 | 148% | 225 X corpus,
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same time, very aggressiveinvestors | SPR, or systematic payoutrate. The | larger share of whatever remains

th the 65% non-

equity exposure,” Dhawan said.
Theresidual corpus, if

any, goesto thenominee

ondeathof subscri

-If  Financial planners

alternative is SUR, or systematic
unit redemption.

Under the systematic
payout rate, the annual
payoutrateis calculated

thesubscribersurvives,  say withdrawal s+ (85 minus yourcur-
the residual comus can  strategy depends et a0\ For example,
goto the subscriber as  op fanees, . t 60, that gives a
umpsum. Subscriber ;O A0CSS  ithdrawal rate. AT
would also have the i56.7%. By 80, it reaches
option tocombineresid- exlli‘:;slesea"d 20%. The payout is cal-

ual corpus with annuity
component (ifdeferred)
to purchase an annuit
Two methodologies
PFRDA hasintroduced two draw-
down 1 . The default is

po:

culated on the corpus
valueevery birthday and
stays fixed for the next12
months, then resets. Payouts start
modestand grow heavierin the later
years, as the formula demands a

Systematicunitredemption works
differently. On the day you opt in,
your total unit balance is divided
equally acrossall the remaining pay-
outs. That number of units—not
rupees—is redeemed every month,
quarter, or year. The rupee value of
each payout changes with the fund’s
netassetvalue (NAV), but thenumber
of unitsthat fixed

withdrawals, the subscriber can con-
tinue to keep the corpus within the
NPSstructure. Then, closer to the age
of 85, depending on one’s financial
situation, health, longevity expecta-
tions, and income needs, the sub-
scriber can decide whether to pur-
chase an annuity, begin systematic
withdrawals, oradopt another with-
drawal strategy,” said Dhawan.

For instance, a portfolio with
8,00,000 units, drawn down over25
rs of monthly payouts, gives
2,666.67 units per month.

Simulation-based study

Samasthiti Advisors ran 10,000

average, and
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