CIRRUS

[ilif li.lhhil"""illl

Listen, Measure. Interpret.
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car 2013 was a landmark
oie  for e  MNational
Pension Scheme (NPS].

Alter 10 lony years of sirugele,
the Pension lund FRegulatory
and Development Autharioy
[PEA)  Bill was  finally
cleared in Parliament in Sep-
tember 2013, Wich the paszape
nf the bill, PERIA, which until
recenthr was working (heough
an executive order of the gow-
ernment, pot regulatory pow-
ers Lot NP5 o wiher wonds,
PUTMNA can now penalice the
entities it regulatas. How does
this belp me, you may esk. It
helps because the pension reg-
ularar ran now ensure hetie
compliance and protection for
the subscriber (thats vyoul.
This, o ruri, 1s espucted o
Lovoest the populaiity of NP
A few wears back, NP4
wasn't very popular, Tn fact, if
vou look at the nwmher of sub-
seribers vow would still fimd it
small, Tt ihis vear (2013], we
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The scheme necds you toin-
west regulacly Gl 60 yeors of
age_ It offers three invesoment
uptivns cguity fund  {eguity
exposure is limited o G0% of

have seen the papu- the invesrmentl: gow-
lurivy s=urziog, Pew- @ 9 ey e SUCUIELICY
| lzing Tl F o fund  and ;
ple are reallzing the gg i 5 ] an cofporate
need tninvest for 58 = hands fund.
celirenmenl amd are YEAR M AL B, you can wilhi-

Increasingly becom-
ing aware of NP5
buenelits. Frooe here
on, we should see more people
lining up for P57 savs Sun-
deep Sikka, chie excoutive of
licer, Beliance Capiial Asser
Manapement Lid, whose suh-
siliary i Heliance Capiial
Perrpsion Boundd Lid, nne of 1he

MNP tund menagers.

REVIEW

draw up o 60% of the
COTPpUS &5 lump sum.
Wilks e reroiniog
0% vou need ta buy an annui-
ty. 4 pension product chat pays
regolar  incorme,  The  NPS
structure 15 designed in such a
wiay that it discoursges pre-
matiire withdrawals by forelng
voul to annuitize almost BO% of
the [unds.

RETIREMENT PLANNING

MORE POINTS TO PENSION THIS YEAR

With nothing less than a Parliament approved Act to back it up, the apex national pension body now has not only the bark but
also the bite to keep the industry in line,

Larger umbrella

The PERDA Mot 2013, how-
ever, hrings two key changes (o
this diesign. These chanpes are
vel 1o be incorporated in the
nffer darument.

The lir=t change is thet the
scheme's users will be allowed
pardizl withdrawals hut with
linits woe the amuunt und the
number of withdrawals, Ac-
cording tn tha Act, withdrawals
up o 23% ol lhe comtribuen
will he allowed. Wirthdrawals
can be done tor specitic pur-
poses only

The second hig change is the
intreduction ot guaranteed re-
turns aptlnn. The PENITIA Act
allows pension fund managers
o aller fueds ol provide

“In the year gone by, we saw the
National Pension Scheme get
established as an investment
category. Bul distribulion is still a
challenge.”

SUMIT SHUKLA
CEOLHOHC Porzon Manaqoment Co. Ltd
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milnlmuim azsured renirms. We
await further clarity on exactly
Tiwes these products will look
like, hut there i= & gand chance
that the burden of long-term
ELJIIIIIII'I‘.!.,"\G seill Tive oin i|r|_|_|u|_'|
on costs and mavhe on ore-
laros.

Tt the meEanwhile, we can
draw a comparison with pen-
sion plans offered by insur-
ance companies: the  invest
went  poriiolio has  lacgely
meved 1o debt after regula-
tions made it mandatory for
insuerance coompanies (o olfer o
mianimusm guaranteed refuin,

"TPartial liquidity 18 welcome.
TTnwever, as far as guaranieesd
returns are concerned, [ don't
Uiink Uit will bae s big it and

: “In a country where 90% of the
workforce does not have a formal
pension product, NPS has huge

5 scope. And we are beginning to
see it gain popularity.”

CF0. Reliance Capital Asset Management Lid.
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(PFROAY allaves pensidn Tond managers df theprivatt Seckdr Nathohal =
Pansinh SM{NP’&Immﬁt dj'l"El:fo' it st D‘Ete:ad Bf 'thﬂ:-uqh

Index finds. o

What: it meansfoww Thls wts. the fund managm‘s n@k unr.he
inveskar, amd also pul:s pn!_sst-recn .:csls :

Ehmge.Tmuw penslnrr fund ﬂmagras “HDFL Pension :
Management CoLtd and D3P BlackRock Ponsion Find Managers P,
Ltd—jnined the private sectorfis: LIE Pension Fund also I:cc:nm:rsr_a .
pension furd mansger forthe peivatesectar - - - .

What it mieans for you: More choiceof fund managers.

Chamge: Rules abeut contobitions became cear Youmeedte o -
cortrittbe = 000 svery visar fo yiur WP account. IF o skip faying,
FEROnA will freeze your accaunt. Yod will net be able totransact until
i pay fhe minimumadniribation along with 3 penaloy of TL00par

year oaf o contribaitions.

Whatt it means for you: Sure; the penzity may-hurc But italso
ENCOWIragEs wou To Inwgﬁtrﬂ]u'.afl'; to bulkd & refrarnent coms:

it will certaindy pul pressure on
cost. Tlus is sometling the reg-
ululer  shouldn't focus oo,
savs Spmit Shukla, chief exec
utive officer, HTFD Pension
Munagremene Co. Led.

In tlhe vear gone, NP5 was
made a fully regulated prod-
uct, Hut is bizgest challenge

remains  gaining  maction,
Mow, with TFRDA firmly in
J'||:'1-."E|-'!. il is |_~:-5E||_'1,:Ii~|| ilial more

etiore will he made w create
awirenoess aboul NEYS,

Whar will alsn help is a fa-
vourable tax oceatment for the
scheme, I::ul'n-_'ul.]}' NPS doss
not enjoy tay benetits like oth-
er Inng-tecm produces such as
Punlic Provident Fund (TFF)
and  Employees”  Providen!

SUNDEEP SIKKA,

Fund (EPFL Thowgh ceoleibu-
fions th NP5 are 1ax deductible
under the overall section 800,
the GlI% corpns that can he
withdrawn on mataricy is taxa-
ble. Ironiog vuwt thet diflference
will alze give a boost to the
scheme’s popularity.

For an appressive  inveslor
who wants to targer rerirement
savinges largely through equity,
W HS mnay ol Ise the o |gh| l'lll'rli
uct since it restricts cguicy in-
vestment o 30°%, But for cot-
servative nr halanced inwvas-
tors, MES is a gol pption, 1 is
herter to consider the curren:
avatar of NPS a5 vne of e
pensinn praducrs that waou
choose oo targcl wour rolire-
TR Crrpis.




