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Make sure to save regularly and
cut costs as much as you can

I am a 35-year-old single moth-
er. | have a 10-year-old daughter
and a 5-year-old son. My annual
income is 6.5 lakh. I have both
life and health insurance poli-
cies. I have three fixed deposits
of 2 lakh each. My goals are my
children's education and mar-
riage, and my retirement. Con-
sidering inflation, how should 1
invest to meet my goals?
—Soma Das
The most important aspect of
yvour financial plan should be
adequate insurance, both life
and health. While you have
both of them, make sure they
are enough to provide for any
contingency. As a general prin-
ciple you should have 5-6 times
of your annual income as life
cover, around 340 lakh. This
should be in the form of pure
term insurance. Also, your
health insurance should cover
all three of you and vou can
consider a good floater policy
for the same. With portability
available, transfer the policy to
another insurer if your existing
insurer does not oller adequate
cover.

After insurance comes plan-
ning and saving for your chil-
dren. Firstly, plan your expens-
es and make sure you have
enough savings. Maintain the
same regularly and cut costs as
much as you can. This monthly
savings needs to be invested
systematically. You can have
three baskets of invest-
ments—education, marriage
and retirement—in which a part
of the savings can be invested
every month.

You need to create a combina-
tion of asset classes including
equity, debt and gold. Make
sure to have a longer invest-

ment horizon and if liquidity is
not a concern, consider having
more in equity. This will be true
for marriage and retirement
baskets. You can consider long-
term debt such as Public Provi-
dent Fund, and equity mutual
funds where you can choose be-
tween large-cap and diversified
funds. ICICI Prudential Fo-
cused Blue Chip and HDFC Top
200 in the large-cap stable, and
Fidelity Equity and HDFC Equi-
ty in the diversified category are
good examples. For children's
education, you can consider a
combination of deposits, hybrid
funds and monthly income
plans. You already have bank
deposits which also act as con-
tingency fund. In the hybrid
space, HDFC Balanced and
HDFC Prudence are good op-
tions.

You can also have gold in the
overall kitty but it should not
exceed 10% of the total portfo-
lio. Last but most important,
make sure you save regularly
and as much as you can.
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