Avenues
for NRIS
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In the current financial turmoil,

Aman Dhall takes alook at dif

erent

investment options for NRIs

AMAN Sharma is a worried
man. The inandal tunmoil inthe
West has resulted inthe 34-vear-
old non-resident Indian (NRI) losing
more than $1 million in investments in
the last six months. A financial consult-
ant by profession, Sharma has now de-
cided to change his asset allocation todi-
versity its portfolio. Keen to make in-
vestments in India, he is unsure ol
which asset class to park his funds with.
Sharma isn't alone. There are many
NRIs who are now wondering what
they can doin the current scenario,
Here's an insight into investmenti
avenues for NRIs in the present mar-
ket situnation.

FIXED INCOME

For risk-averse investors, traditional
fixed income products such as Foreign
Currency Non Resident (FCNR) fixed
deposits and Non Resident External
(NRE) fixed deposits are the safest bet.
While FCNR account can be opened in
foreign currency, the NRE deposit ac-
count is maintained only in Indian ru-
pee. It is advisable to invest in fixed de-
posits in INR as rupee is expected to ap-
predate in medium tolong term.

“If someone wants to avoid currency
risk then he may invest in FCNR ac-
count. Yield is higher then that p]'evai[—
ing in their home country,” says
Mukesh Gupta, director of Wealthcare
Securities. For starters, you canmain-
tain your FCNR fixed deposit account
for a minimum period of 12 months
and up 0 a maximum period of 60
months. FONR accounts are non-tax-
able in India.

Maneesh Kumar, head — wealth
management solutions, ASK Wealth
Advisors, however, believes that NRE
deposits should be preterred in current
titmes as it provides competitive yield as

®compared to any other debt options.
“Recently, rates have been hiked and
ate very favourable for an investor,” he
says. You canmaintain an NRE fixed de-
posit for 1-10 years. Like FCNR account,
NRE deposits are also non-taxable inIn-

mlia. Currently, the returns offered by
banks on these deposilts are around
6.5% 0 7.5%

THE FUND ROUTE

Equities may have taken a beating, but
you can still leok forward to decent re-

turns from income and gilt funds de-
pending on your investment horizon
and asset allocation. Gilt funds are mu-
tual funds that invest in govern-
ment securities and money mar-
ket insouments. The advan-
tage with these funds is that
they do not carry default risk.
Financial planners opine
that NRIs can also invest in
FMP (Fixed Maturity
Plans), but should

make sure that they investin a
plan having 100% bank Credit
Derivatives (CD) portlolio o
avoid credit risk. “This is the best
option as it offers the safety of
banks and tax treatment of mutual
funds which is @10% in comparison
to bank deposits where it is mar-
ginal rate of taxation. It is better
tojudge indicative portfolio
before committing in-
yestment,” 5ay5

Gupta. Systemaric
transfer plans in equity mutu-
al funds may also be considered.

EQUITY EXPOSURE

Wealth managers feel that this is the
right time to invest in the Indian stock
market. Withthe equity markets at a his-
toric low and conservative economy
growth still around 6%, analysts feel
that it makes India an attractive invest-
ment destination. Itis advisable tofollow
a calculated balanced approach to buy
quality frontline stocks on every dip, es-
pecially stocks of cash-rich companies.

REAL ESTATE

Iyou wish toinvestin real estate, linan-
cial plannerssayit'sa good time to accu-
mulate cash as a further correction in
property prices is expected in the next
three to six months. “Correction in real
estate stocks has been effected but there
isno meaningful correction inthe prop-
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@ Performance vis-avis exchange
rate changes: You should be
aware at all times of any
significant move in foreign
exchange which affects your

portfolio performance

® Keep track of any changing
regulations: You should keep a
close track of regulatory that may
affect your investments

@ Tax implications of the
investment: It is a part of the
investment planning process. You
should certainly look into the tax
aspects of any investments
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erty prices. As per previous experience,
property prices correction cycle is three
to five year and correction is as deep as
40-50% from the peak,” feels Gupta.

CHECK OUT

It is observed that most NRIs, ignore the
tax aspect with regard to their invest-
ments. “You need to bear in mind that
all your investment gains in India will
attract a TDS of 33.99%,, " says Sanjeey
Kamdar, partner, Kamdar Desai and
Patel. That apart, long term capital gains
tax of 22.66% are applicable in case of
debt funds of over a year. If you redeem

your debt funds betore one year, you'll
be liable to pay short-term capital gains
tax depending on your income tax slab
applicable.
Repatriability is yet another aspect you
necd to consider. Towards this, you
must ensure that all taxes due on your
investment gains in India have been
paid which will make it easier to repa-
triate their money. So NRIs, belore you
invest in India, give a thought to your
risk profile, asset allocation, time hori-
zon, tax liability and repatriability to
make more bamﬁ 1 for your buck in India.
aman dhall@timesgroup.com
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