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Save & stay liquid at the same time 
Wondering Where To Park Your Money That You Might Need Soon? Preeti Kulkarni Has Some Suggestions 

S UProSE you want 10 utilise rom 
S.lVin~'l> for buying.! houS<' d fler a 
r("ar, orwish 10 kKk it ill for a pt'­

riodof six momhs. when }'our holid.ly 
plans would lake shapt'. wh.u is tilt 
n~t option thaI would romo: 10 )'Uur 
mind? Mort" oflen than !lot. it would 
bt- 1M tried and [el.lt'd bank fi).~ dt' ­
posit. Although $t'veral shon-It'nn in­
suumrms art" avaiLlb!e in lho: mant'\ 
today, many people all' reluctant to 
open their minds and look bto)'Und the 
traditional savings instruments. 

0P110NSGALQRE 
What exactly are the options avail­

able 10 those investing with a shon· 
umll horiwn? Sa}'s ASK Wea!1h Advi­
sors' w("alth management solutions 
head M ant't"sh Kumar, " [f a person 
wants \0 irwt'SI surplus mOniC'S for d 
pt'riod of si:< months lo a year. nt /she 
can buy a six momh Fixed Maturity 
Plan (FMP). Post·maturity, il he/she 
intends to continue with iI , the money 
can be roDed into another six-month 

F'\1P.- A[so. In u!>t"" the investor is nOI 
sure if the mon.,' would be needed .11-

tCOT six months. the money can be shift­
t""d 10 liquid plus funds. 

Hov-net; PARK FinandalAdvtsors' 
directoT Swallnil PawilJ is nOI .1[[ Ihal 
gung-ho about FMPs. "'Though thq ' 
art' eal).lblt' 01 giving a hight'r yit'ld 
rompared 10 liquid funds. the risk lOll 
is much higher. They lend lOearY)' an 
intt' rC:S1 ratt' risk and smaU pan 01 de­
!,lul! risk as wdL sim;1!' Ihey invtslln 
corporate dl'o1. Besides, FMPs are the 
10wl!'SI on liquidilY. Also. one nt'eds ttl 
know the holding period wilh a good 
JtIIOUt\l of cenainly. Unlikt' other ol'­
lions, FI\-\Ps are nOI open ended and 
hence cannOI ~ hdd for an arbiuary 
IX' riod of your choice, - he i.n!onns. 

So. if you are risk·avt'f'Se. you can 
opt lor [ow· risk mutual funds includ· 
ing liquid funds. gUI funds and aJbj . 
lrage funds. Uquid fu nds. asth .. nanl .. 
sUl\llem, bag the top slot when il 
comes to liquidi t}·. They art' low )it'ld 

, I 

H you Itt rM-ft'!nt, you 
can opt for low risk mutual 

funds indoding liquid funds, 
gilt funds and arbitrage funds. 

liquid funds, as the name 
suggests, bag the top slot 
when it comes to ~<iuidity 

(Mound 5-6% in C\lrTen[ mark('1 silu­
ation), but earry very littk risk - Ihe 
returns arl!' fairly prt'dictJble and cer· 
l<l in. 

ARB ITRAGE FUNDS 
A wry anractive alternative is the 

arbitrag .. fund . ThC'St high-};('[d. d('ol­
likt' inStmmenlS carry neither default 
norintt'rc:st raIl' ris". Whiktht'ir )ields 
an." in lille wilh thost of FMP's. post Ihl' 
minimum investml!'nl period of 
around }·6 monlh~ thco}' beroml!' as 

liquid,lS the oqUJd lunds Howe""' r, as 
they try to gain fromarbilragl' ollpor­
I u nitit'S ill equity and deri\'~U\'es mar­
kel, the lund nlafIJger perhmnanre 
risk CUIllI!'S into p\.lr hert'. 

MAKING A CHOICE 
How should an in,'l!'Stor go ~bout 

zeroillg in on Ihe: right shon-Ienn 
produn for him/her? R .. plies Mr Ku· 
mar: -The fi rsl thing Ihal Ihe [ll"rsun 
should ronsider is . ..... hen [he monl')' 
would he needed. He/shl' needs \0 un · 
de:rstand that SOffil' shan-term instru· 
ffil'mS such as incoml!' funds t'mai l all 
exit lOild. Th(' investor should a Iso 10. 'k 
<ltlhe laxation structure 01 thl' shon· 
term instrument - i ()(1J S on poSt-l,lX 
returns as opposed \0 pre·tJX relurns. -
The ternl and duration olt he deolpa­
per also coums bl."cau!>t"" in a softening 
iyleres[ rale .. nvironmem, for exam­
ple, an instrument comaining a long!"r 
dilled p.1per will provide good rapiwl 
apprroalion asagainsl an instrument 
th.u hasa shonerd.lled paper. It is also 

imperalive 10 know whethl'r Inc 
shon -term instrumenl can la"e ,ld­
",lnuSt' of thl' ch,lnging inlert'St ratl' 
SCt'"nario by providIng a capilal gain or 
the return is l'xpt'Ctf"d 10 be ronfim-d 10 
imeresl in(m lll'a l"I~, 

... it Paw,!r h as Ihest li l)5 10i,IIe r In 

the iIl Vl'SIOr.i 111,llming to park their 
funds for a shon·term duration: -If 
1111." hnr i7.011 is knuwll fur suce ,lnd 
therl' is no ltkelihood of nl'ed lur 
money ,lrising bef"re Ih,l[, use FMPs. 
If thl!' horizon is knuwn and is longer 
Ihan 611l0ml15. uS\' arbilrage funds; if 
horizon is un known bUI is likely III 
b(· !ong. you can go lor long-Il'rm gill 
funds, {"onsiderlng that a r.lte reduc­
tiun b}' RBI h eX(}l'Cll'd next rear. If 
horizon is highly utJcertJin. ~ !ick 10 
liquid funds. In arbl1uge funds. if Ihl' 
Invl'SlUr i ~ bracketl'd under!he high . 
t SI tax slJo. hl'/shl' can go in lor [hl' 
growth oplil)ll; else, th(' dividend 01' ­
lion can be u5l'd.· 
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