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1. Forward Contracts vs. Futures Contracts: What's the Difference?

https://www.investopedia.com/ask/answers/06/forwardsandfutures.asp#:~:text=A%20forward%20contract%20is%20a,the%20end%20of%20the%20contract.



Now on expiry, irrespective of the apartment price, Divya (buyer) is obligated to pay Rs. 100 to 
Aarti (seller) and Aarti, on the other hand, is obligated to deliver the apartment to Divya. 

Example: On March 12, 2023, Divya ( ) agrees to buy one apartment from Aarti ( on buyer seller) 
April 30, 2023, at a price of Rs. 100

Continuing with the same example, consider Divya and Aarti as 2 parties to the 'Futures' contract.

On March 12, 2023, Divya (buyer) agrees to buy 1 apartment from Aarti (seller) on April 30, 2023, 

at a price of Rs. 100

In this case, Divya ( ) will be HAPPY since, as per the contract, she will still be able to buy the buyer

apartment from Aarti at a previously agreed price of Rs. 100. Aarti will be SAD as she will (seller) 

be obligated to sell the apartment at a price of Rs. 100 (and not at its higher market price of Rs. 

120). 



Ÿ Divya (buyer) will have a net gain of Rs. 20 (Actual price of the apartment on expiry – 100) * 1) 

and Aarti (seller) will have a net loss of Rs. 20.  

In this case, Aarti (seller) will be HAPPY since, as per the contract, she will still be able to sell the 
apartment to Divya at a previously agreed price of Rs. 100. Divya (buyer) will be SAD as she will 
be obligated to buy the apartment at a price of Rs. 100 (and not at its lower market price of Rs. 80). 

Ÿ Aarti (seller) will have a net gain of Rs. 20 ((100- Actual px. of the apartment on expiry) * 1) 

and Divya (buyer) will have a net loss of Rs. 20.

In this case, neither Divya (buyer) nor Aarti (seller) would benefit as the actual price of the 
apartment on expiry, i.e. April 30, 2023 turned out to be exactly equal to the previously locked-in 
price of Rs. 100 

Divya Aarti Divya Aarti 
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2. The risk-free rate of return is the interest rate an investor can expect to earn on an investment that carries zero risk. It is common practice to refer 

to the T-bill rate as the risk-free rate. 'Risk-Free Rate'. Corporate Finance Institute, https://corporatefinanceinstitute.com/resources/valuation/risk-free-rate/.

Example: If the Risk-free rate - Rf prevalent in the market is 7.5% p.a. and Aarti wants to sell 
her apartment, then she has the below 2 options 

Ÿ Option 1: Sell in Cash Market and get Rs. 99 immediately. Aarti can then deploy this Rs. 99 at 
7.5% p.a. (risk-free rate) for 48 days and get back Rs. ~100 on April 30, 2023 (i.e. 99.* (1 + (7.5% * 
48/365) 

Ÿ Option 2: Enter into a Futures Contract to sell her apartment at Rs. 100 after 48 days (i.e. on 
April 30, 2023)

Thus, with both Option 1 and Option 2, Aarti will have Rs. 100 on April 30, 2023, and hence Aarti 
will be indifferent to selling her apartment either in Cash Market today or in the Futures market 
on April 30, 2023.





6

Application of 
Futures Market

Objective: Understanding the 

advantages and applications 

of the Futures market
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Divya is a buyer and is very bullish about an apartment that is priced at Rs. 100 in the cash market 

and has Rs. 100 available to invest.

To capitalize on her view, Divya has 2 options:

Thus, Divya would be able to buy 5 Futures contracts by depositing Rs. 100 as margin

(Through Futures contract, Divya could leverage and enter into a transaction that was 5 times higher 

than the Cash market using the same capital as margin.)

Scenario 1: If on the expiry date (April 30, 2023), Divya's view turns out correct and the price of 

the apartment rises to Rs. 140 then,

Ÿ Payoff in Option 1 (Cash Market): Profit of Rs. 40 (as she was able to buy 1 apartment in Cash)

Ÿ Payoff in Option 2 (Futures Market): Profit of Rs. 200 ((140 – 100) * 5)  (as she was able to buy 5 

Futures contracts by paying a margin of Rs. 100)

Scenario 2: If on the expiry date (April 30, 2023), Divya's view turns out incorrect and the price of 

the apartment falls to Rs. 80 then,

Ÿ Payoff in Option 1  (Cash Market): Loss of Rs. 20 (as she was able to buy 1 apartment in Cash)

Ÿ Payoff in Option 2 (Futures Market): Loss of Rs. 100 ((100 – 80) * 5) (as she was able to buy 5 

Futures contracts by paying a margin of Rs. 100.)

By using the leverage available in Futures Contract, Divya will have the advantage of 

maximizing the gains. Still, at the same time, she will carry more risk as it can also amplify her 

losses in the Futures market as compared to the Cash market.



To capitalize on her view, Aarti has 2 options:

Ÿ Option 1 – Sell the apartment in Cash Market (where she would be required to provide the 
delivery of the apartment). Since Aarti doesn't own the apartment, she would not be able to 
sell the apartment in the Cash Market as short selling isn't permitted in the Cash market.

Ÿ Option 2 – Sell the apartment in the Futures Market by paying margin money (say 20% is the 
margin required per contract)

Thus Aarti would be able to sell 5 Futures contracts by depositing Rs. 100 as margin 

(Through Futures contract, Aarti entered in a sell transaction without actually owning the underlying 
by providing Rs. 100 as margin)

Scenario 1: If on the expiry date (April 30, 2023), Aarti's view turns out correct, and the price of the 
apartment falls to Rs. 80 then,

Ÿ Payoff in Option 1: ZERO (as she was not able to SHORT SELL the apartment in Cash)
Ÿ Payoff in Option 2: Profit of Rs. 100  ((100 – 80) * 5) (as she had sold 5 Futures Contracts by 

paying a margin of Rs. 100)

Scenario 2: If on the expiry date (April 30, 2023), Aarti's view turns out incorrect, and the price of 
the apartment rises to Rs. 140 then,

Ÿ Payoff in Option 1: ZERO (as she was not able to SHORT SELL the apartment in Cash)
Ÿ Payoff in Option 2: Loss of  Rs. 200  ((140 – 100) * 5)  (as she had sold 5 Futures Contract by 

paying a margin of Rs. 100)

By Short Selling, Aarti will have the advantage of capitalizing on her bearish view in the Futures 
market without owning the underlying.

Aarti is a seller and is very bearish about an apartment that is priced at Rs. 100 in the cash market. 
Currently, she doesn't own the apartment and has Rs. 100 available to invest.



3. Arbitrage is the strategy of taking advantage of price differences in different markets for the same asset. 'Arbitrage'. Corporate Finance Institute, 

https://corporatefinanceinstitute.com/resources/wealth-management/arbitrage/
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4. NSE - National Stock Exchange of India Ltd., www1.nseindia.com/products/content/equities/slbs/slbs.htm

4

3

3

98
Cheaper

The above trade also explains 2 important financial concepts:

1. Securities Lending & Borrowing Scheme (SLBS): As the name suggests, SLBS allows 

participants to borrow and lend securities. Borrowers spot a reverse arbitrage opportunity 

or are short-sellers who borrow the security and sell it in Cash Market. Lenders hold the 

security and want to make an incremental return on their idle portfolio. 

2. Index Funds operating at negative costs: These funds lend securities from their portfolios 

to earn and hence can operate at negative costs and they are currently in existence in the 

USA.



Ÿ Hedging using futures contract help businesses or individuals to protect themselves against 
volatile price movements in the underlying asset.

Ÿ Continuing with the same example, Aarti wants to sell her own apartment but at a future date 
and Divya wants to purchase the same but at a later date.

Ÿ In this case, Aarti (seller) would want protection against any decrease in real estate prices 
and a Divya (buyer) would want protection against any increase in real estate prices for their 
futuristic deal.

Ÿ So, to mitigate the risk, Aarti (seller) and Divya (buyer) enter into an agreement where Aarti 
would sell the apartment and Divya would buy the apartment at a later date, but fix the price 
today. 

Ÿ Therefore, hedging helps genuine buyers and sellers who want protection against any price 
volatility.

5. A hedge is a strategy that seeks to limit risk exposures in financial assets. 'Hedge Definition: What It Is and How It Works in 

Investing'. Investopedia, https://www.investopedia.com/terms/h/hedge.asp
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6. Options: Calls and Puts'. Corporate Finance Institute, https://corporatefinanceinstitute.com/resources/derivatives/options-calls-and-puts/

6

Ÿ Gets the Right to exercise an 
option

Ÿ Pays a Premium to get this 
right

Ÿ Exercises Right only in 
favorable situation

Ÿ Takes the obligation to honour 
contract

Ÿ Receives Premium to take this 
obligation

Ÿ Legally bound to settle the 
contract when buyer exercises 
his right
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Example: On March 13, 2023, Poonam became the who entered a Call Option Buyer 

contract to buy an apartment at Rs. 100 after 48 days on April 30, 2023, and she is willing 

to pay a PREMIUM of Rs. 20 today.

Ÿ Poonam (Call Option buyer) will exercise her right to buy and claim to buy the Apartment at 

the agreed Strike Price of Rs. 100 and not at the prevailing higher price of Rs. 140 on expiry. 

Since these contracts are mostly cash-settled, Poonam's profit will be Rs. 20 (Price of 

Apartment on expiry – Strike Price – Premium Paid) or (140 – 100 – 20)



Ÿ Poonam (Call Option buyer) will not exercise her right to buy as logically she can buy the 

Apartment at its prevailing lower price of Rs. 60 from the market on expiry. In this case, 

Poonam's Loss will be Rs. 20 (premium paid)

Poonam - Poonam

POONAM

Makes Profit In Bullish Scenarios Makes Profit In Bearish Scenarios 

Poonam (CB)

Ÿ Swetha (Call Option seller) will have no obligation to sell as Poonam did not exercise her 

right to buy.  Hence, in this case, Swetha's Profit will be Rs. 20 (premium received)

*CB- Call Buyer | CS- Call Seller 

* *
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On March 13, 2023, Firdous became a  who entered into a contract to sell an Put Option Buyer

apartment at Rs. 100 after 48 days on April 30, 2023, and she is willing to pay a PREMIUM of Rs. 20 

today.

Ÿ Firdous  will exercise her right to sell and will want to sell the (Put Option buyer)

Apartment at the agreed Strike Price of Rs. 100 and not at the prevailing lower price of Rs. 

60 on expiry. Since these contracts are mostly cash-settled, Firdous's profit will be Rs. 20 

(Strike Price – Price of Apartment on expiry – Premium Paid) = (100 – 60 – 20) 

Ÿ Firdous (Put Option buyer) will  exercise her as logically she can sell the not right to sell 

Apartment at its prevailing higher price of Rs. 140 in the market on expiry. In this case, 

Firdous's Loss will be  (premium paid)Rs. 20

Ÿ Nitika (Put Option seller) will have no obligation to buy as Firdous did not exercise her 

right to sell. Hence, in this case, Nitika's Profit will be Rs. 20 (premium received)

Let us understand the impact of this contract on both the Put Option Buyer and Seller on April 30, 

2023, using various scenarios
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7. Understanding the Options Premium'. Investopedia, https://www.investopedia.com/articles/active-trading/112213/getting-handle-options-premium.asp

7

If the above option is exercised immediately, then the Call Buyer will make a profit of 

= 18000 - 17900 = 100 (Intrinsic value of 17900 Strike Call Option) i.e. Buying Nifty that is 

worth 18000 today at 17900.

§ Spot Nifty - 18000

§ Option Strike - 17900

Option Premium



§ Spot Nifty - 18000

§ Option Strike - 18100

If the above option is exercised immediately, then the Put Buyer will make a profit of 

= 18100 - 18000 = 100 (Intrinsic value of 18100 Strike Put Option) 

i.e. Buying Nifty that is worth 18000 today at 17900.



8. 'What Is Option Moneyness?' Investopedia, https://www.investopedia.com/articles/optioninvestor/08/option-moneyness.asp

8

M
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 9. 'Beta: Definition, Calculation, and Explanation for Investors'. Investopedia, https://www.investopedia.com/terms/b/beta.asp.

10. 'Determining Risk with Standard Deviation'. 

Investopedia, https://www.investopedia.com/ask/answers/021915/how-standard-deviation-used-determine-risk.asp.

11. 'Understanding Value at Risk (VaR) and How It's Computed'. Investopedia, https://www.investopedia.com/terms/v/var.asp.

 9

 11

It is another measure to calculate the volatility. Standard Deviation is the mean variation in a set 

of data values from its average expected outcome. A low standard deviation tells us that most of 

the data is very close to the average, which makes it less risky. In contrast, a high standard 

deviation means that a lot of data is far from the average value, making it riskier. For example, if 

there are two Funds A & B, both delivering an average return of 15% and have standard 

deviations of 10 & 20 respectively, it indicates that Fund A is less volatile (SD-10) and has the 

probability of delivering returns closer to its mean (15%). In contrast, Fund B has higher volatility 

(SD-20) and has a tendency to deliver returns further from the mean and therefore is riskier. 

(SD)



12. CRISIL Credit Ratings- Long Term Scale. 'Credit Ratings Scale'. CRISIL, https://www.crisil.com/en/home/our-businesses/ratings/credit-ratings-scale.html

 13. Altman, Edward I. “Financial Ratios, Discriminant Analysis and the Prediction of Corporate Bankruptcy.” 

The Journal of Finance 23, no. 4 (1968): 589–609. https://doi.org/10.2307/2978933.

 12
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14. 'Interest Rate Risk Definition and Impact on Bond Prices'. Investopedia, https://www.investopedia.com/terms/i/interestraterisk.asp.

15. 'What Is Modified Duration?' Investopedia, https://www.investopedia.com/terms/m/modifiedduration.asp.

4. Interest Rate Risk

Interest rate risk is the risk of change in the price of a debt instrument due to a change in interest 

rate. Bond prices and interest rate have an inverse relation. So, if the interest rate increases, the 

risk is that the price of the bond will fall. 

Measuring Interest Rate Risk

Modified Duration

It measures the sensitivity of the change in price of a bond to the change in interest rate. The 

modified duration explains the extent of rise or fall in bond price, for a change in interest rate. For 

example, if the modified duration of a fund is 2 years, a 1% fall in interest rates would lead to the 

bond price rising by 2%, and a 1% increase in interest rates would lead to the bond prices 

declining by 2%.

5. Foreign Exchange Risk

Foreign exchange risk is also known as currency risk. In this globalised world, from a point of 

view of having a geographical diversification, investors will have assets spread globally. Before 

making these investments, investors must assess the foreign currency risk. Currency risk is the 

risk of depreciation in the currency of the country where the investor has invested. 

If for example, a U.S. investor invests in an Indian 7.17% bond, and the value of the Rupee 

depreciates by 4% against the Dollar for that year – the investor's real return will be 3.17%.

 14

 15



16.  'Interest Rate Parity (IRP) Definition, Formula, and Example'. Investopedia, https://www.investopedia.com/terms/i/interestrateparity.asp.

Measuring Foreign Exchange Risk

In the short term, volume or demand-supply dynamics between the home and foreign currency 

will determine the fluctuations in the exchange rate between the two countries. 

In the long-term, interest rate parity is a key determinant of the change in the exchange rate 

between the two countries. Interest rate parity is nothing but the differential between the risk-

free rates of the home and the foreign country. For example, risk-free rates of India and the U.S. 

are 7.17% and 3.46% respectively. The differential of 3.71% between the two indicates that 

Rupee will depreciate against the U.S. dollar by an average of 3.71% p.a.
 16
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In today's dynamic world, nobody can predict

the future but you can prepare for it. In order to

do so, it is important to have an analytical approach

because if you can measure something, you can improve it.

      
 - Chirag Muni, Associate Director, Anand Rathi Wealth Limited
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tax implications for NRIs on 
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(This note has an annexure)
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17.  https://incometaxindia.gov.in/Documents/residential-status.htm

18. 'Non-Resident Individual for AY 2022-2023'. Income Tax Department, https://www.incometax.gov.in/iec/foportal/help/individual/return-applicable-0

19. 'Double Taxation Avoidance Agreement (DTAA)| Coverfox'. Coverfox Insurance, https://www.coverfox.com/personal-finance/tax/city-compensatory-allowance/..

 17

 18

 19



20. NRIs-and-PIOs_1.pdf (mea.gov.in)

21.  International Taxation >Double Taxation Avoidance Agreements. https://incometaxindia.gov.in/Pages/international-taxation/dtaa.aspx.
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Slab Rate #

(30%)

# Slab rate if purchased on/after 1st April 2023. If purchased before 1st April 2023, Long term (>3 year) will be 

taxed at 20% with indexation. 

Above rates are exclusive of surcharge and cess.

Slab Rate #

(30%)

Tax as per Slab Rate in India 

and differential if any, in U.S.

# Slab rate if purchased on/after 1st April 2023. If purchased before 1st April 2023, Long term (>3 year) will be 

taxed at 20% with indexation. 

Above rates are exclusive of surcharge, cess and State tax.

https://mea.gov.in/images/attach/NRIs-and-PIOs_1.pdf?msclkid=df6c6e32c53311eca06c672eec2291ea
https://mea.gov.in/images/attach/NRIs-and-PIOs_1.pdf?msclkid=df6c6e32c53311eca06c672eec2291ea
https://mea.gov.in/images/attach/NRIs-and-PIOs_1.pdf?msclkid=df6c6e32c53311eca06c672eec2291ea
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45%
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Listed Bonds/ 
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Both

 

20%

 

10% in India and 10% 
differen�al in UK

Real Estate Both 28%
20% in India and 8% 

differen�al in UK

	

Capital Asset held 
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DTAA Method 
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Rate
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Single 
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India# 10% without 
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10% to be paid in 
India

   Gold Single 
Country

Singapore
20% with 
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0% No tax to be paid
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India

DTAA 
Method

Country of 
Taxa�on

Tax Rate in India 
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Singapore* 
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# Slab rate if purchased on/after 1st April 2023. If purchased before 1st April 2023, Long term (>3 year) will be 

taxed at 20% with indexation. 

Above rates are exclusive of surcharge and cess.

^ Slab rate if purchased on/after 1st April 2023. If purchased before 1st April 2023, Long term (>3 year) will be 

taxed at 20% with indexation .

Above rates are exclusive of surcharge and cess.



 22. https://tax2win.in/guide/tax-residency-certificate-trc-indian
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 Slab Rate #
 Tax as per Slab Rate 

to be paid in India.

# Slab rate if purchased on/after 1st April 2023. If purchased before 1st April 2023, Long term (>3 year) will be 

taxed at 20% with indexation.

Above rates are exclusive of surcharge and cess.
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Inflation, its measures, and 

its impact on investors.

(This note has an annexure)
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23. Inflation: What It Is, How It Can Be Controlled, and Extreme Examples'. Investopedia, https://www.investopedia.com/terms/i/inflation.asp

24. https://fcainfoweb.nic.in/reports/Report_For_mthly_avg_Zonewise.aspx

25. Fiscal Policies Database https://www.imf.org/en/Topics/imf-and-covid19/Fiscal-Policies-Database-in-Response-to-COVID-19
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 26. World Economic Outlook Database, October 2022 https://www.imf.org/en/Publications/WEO/weo-database/2022/October

 26



27. https://eaindustry.nic.in/key_economic_indicators.asp

28. Prices:Petroleum Planning & Analysis Cell – PPAC, https://www.ppac.gov.in/content/149_1_PricesPetroleum.aspx

29. https://timesofindia.indiatimes.com/city/guwahati/veggie-prices-spike-in-assam-as-floods-hit-supply-chain/articleshow/78486921.cms

 27

 28

Ÿ Natural disasters - natural disasters like floods, droughts, unexpected rainfall, etc. can 

have an adverse effect on the prices of goods and services. 

For example, the 2020 Assam flood destroyed more than 2,67,203 hectares of crops 

across 5 states. It led to shortages of critical vegetables produced in the region, resulting 

in a stark price rise.

What can cause Cost-push / Supply-led inflation?



30. https://mospi.gov.in/documents/213904/0/CPI-Changes_in_the_Revised_Series.pdf

31. https://dbie.rbi.org.in/BOE/OpenDocument/1608101729/OpenDocument/opendoc/openDocument.faces?logonSuccessful=true&shareId=0

 30

 31

India's Headline CPI inflation rate for May 2023 was 4.31%. The average Headline CPI rate 

from April 2012 to April 2023 is 5.9%.

Ÿ Global Supply Chain dynamics - global supply chain disruptions that cause shortages can 

lead to a rise in prices worldwide. For example, Russia-Ukraine War disrupted global supply 

chains, causing shortages of critical commodities. With Russia and Ukraine supplying 2.3% 

and 0.3% of the world's exports respectively, it has resulted in an outsized impact on inflation, 

trade, and output at the global level. 

4.6% 6.2% 5.7% 5.2% 5.4%



 32. https://www.rbi.org.in/scripts/FS_Overview.aspx?fn=2752
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33. The Inverse Relationship Between Interest Rates and Bond Prices 

https://www.investopedia.com/ask/answers/why-interest-rates-have-inverse-relationship-bond-prices/

 33



Decrease in Present Value of
Future Cash flows



34. https://www.niftyindices.com/reports/historical-data, https://www.rbi.org.in/scripts/PublicationsView.aspx?id=21136

 34

3
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5.44%, their real returns would be 7.40%.
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 35. Foreign Exchange Reserves: What They Are, Why Countries Hold Them https://www.investopedia.com/terms/f/foreign-exchange-reserves.asp
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 36. https://www.nasdaq.com/market-activity/currencies/usdinr/historical

 37. https://www.rbi.org.in/Scripts/WSSView.aspx?Id=25234

 38. https://tradingeconomics.com/country-list/total-reserves-percent-of-total-external-debt-wb-data.html

 36
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*Numbers in USD bn / Data as on March 2023 / Source: CEIC
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Understanding
GDP & Its Impact

Objective: To understand 

GDP and its impact on 

investors and markets

09

6



 39. https://www.imf.org/en/Countries/IND

The average real growth rate across the world was 6.3% in 2021 and 3.5% in 2022. India's 
growth rate was at 9.1% in 2021-22 and 7.2% in 2022-23. IMF predicts that India's growth 
rate will be 6.1% for 2023-24 and above 6% for the next few years. This would mean India 
would continue to be the fastest growing large economy.

 39

India 2023-24
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 40. https://www.imf.org/external/datamapper/NGDPD@WEO/OEMDC/ADVEC/WEOWORLD

 41. https://rbi.org.in/Scripts/PublicationsView.aspx?id=21100, https://data.imf.org/regular.aspx?key=61545852
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is at $3.38 trillion as of 2022-2023 and it is estimated to be $3.73 trillion 

in 2023-2024 

The graph above shows that India is currently the 5th largest economy in the world. 

18% 

  8% of 

3 

of the Indian economy and contributing around 54% to the Indian GDP. 
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Increase in 

GDP Growth 

Rate

Improvement 

in Output/Sales

of companies

Increase in 

Corporate 

Profits

Increase in 
Share Price/ 

Equity returns 

Improved 

Confidence =  

more spending by 

Individuals &

Corporates

(2022-2023) 

54%

18%

28%

A strong GDP growth for the economy indicates that the output from different sectors is 

improving. This indicates that output or sales of companies are increasing and it translates into 

higher corporate profits or Earnings per share (EPS). Consequently, the EPS growth determines 

the share price movement of the company individually and the equity market collectively.

Thus, over medium to long term, there is a positive correlation between GDP growth and Equity 

markets. This suggests that if GDP growth rate is expected to increase, it will in turn reflect 

positively on the returns of the equity markets. This is explained in the chart below: 



42. https://www.theglobaleconomy.com/rankings/stock_market_capitalization/, https://www.ceicdata.com/en/indicator/market-capitalization--nominal-gdp
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43. https://dor.gov.in/sites/default/files/FINANCIAL%20YEAR.pdf, https://static.pib.gov.in/WriteReadData/specificdocs/documents/2022/apr/

doc202241442201.pdf

The tax to GDP ratio is the ratio of a nation's tax revenue relative to its GDP. It is 11.19% 
in FY22-23, higher than the estimates for the period.

11.01

10.00 10.22

11.54 11.19

2022-23

India’s Gross Tax-to-GDP Ratio (2018-2022)

Corporate profit is a good indicator of the productivity of an economy. A healthy ratio shows that 

economic growth is sustainable. India's corporate profit to GDP ratio averaged at 1.93% from 

2015-2020 (for Nifty 50 companies). India's corporate profit to GDP ratio had dropped to 1.5% in 

FY19-20, the lowest reading in 5 years. The ratio then recovered to 2.51% in 2021-22, the 

highest reading in 5 years. It is 2.45% in 2022-23.

If we look at NIFTY 500 companies, India's corporate profit to GDP ratio had dropped to 2.3% in 

FY18-19, the lowest reading since 2003-04. The ratio has recovered to 4.1% in FY22-23.



1.84%
1.75%

1.58%

2.01%

2.51% 2.45%

2022-23

Nifty 50 Profit-to-GDP (2017-2022)
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You have one CFO for your company but for your 

own wealth, you have more than one CFO! 

How does that logic work? 

      

 - Rakesh Rawal, CEO,  Anand Rathi Wealth Limited





44. https://www.epfindia.gov.in/site_docs/PDFs/MiscPDFs/InterestRate_OnPFAccumulationsSince1952.pdf
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India EPF, PPF & FD Interest Rates

PPF Rate EPF Rate FD Rate Source: EPFO

Ÿ An individual can withdraw 90% of his EPF once he crosses 54 years.

Ÿ An individual can withdraw 100% if he is unemployed for over 2 months.

Ÿ Also, an individual can partially withdraw his EPF for exceptions such as medical purposes, 

marriage, Purchase of land or purchase/construction of a house, home loan repayment, and 

house renovation

Ideally, EPF is to be held till retirement, i.e., 58 years. However, there are certain exceptions in 

which an individual can partially withdraw from the EPF account. 



45. https://www.epfindia.gov.in/site_docs/PDFs/Circulars/Y2022-2023/WSU_IT_PF_TDS_4581.pdf
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Let us examine the impact of the above aspects across 3 different salary brackets:

Ÿ EPF is considered the highest grade investment with the lowest risk, as it is managed 

by the EPFO, which is backed by the Government. 

3. Risk 

Employer's contribution – Employer's contribution up to ₹ 7.5 lakhs (The combined limit for EPF, 

NPS, and Superannuation Fund) per Financial Year (FY) is not considered part of an individual's 

taxable salary. Any amount above ₹ 7.5 lakhs is taxed at the marginal rate of taxation. 

Ÿ An employee's contribution is considered as part of the taxable salary of an individual. 

Ÿ Employee's contribution is eligible for deduction under Section 80C up to ₹ 1.5 lakhs per 

FY.

₹ 2,40,000 12% of the Basic Salary of 20L

₹ 2,40,000 12% of the Basic Salary of 20L

Pre-Tax interest
[240,000+240,000] x 8.15%

₹ 39,120

NIL
Taxable interest is NIL because employer 

contribution is less than ₹ 7.5L

NIL
Taxable interest is NIL because employee 

contribution is less than ₹ 2.5L

NIL

Employer’s Contribution

Employee’s Contribution

Employer’s 
Taxable Interest on 

Contribution

Taxable Interest on 
Employee’s  Contribution

Tax to be paid

Total Post Tax Interest ₹ 39,120

Total Yearly Interest 
(8.15%)



(8.15%)
[600,000+600,000] x 8.15%

=₹ 97,800

₹

₹

₹

₹₹

8.15%

8.15%

28,525

₹ 28,525 x 35.88%

= ₹ 10,234.77

₹ 97,800 - ₹ 10,234.77

= ₹ 87,565.2

(8.15%)

x 8.15%

₹

₹

₹

₹

₹
₹

₹ 1,95,000

x 8.15%
x 8.15%

36,675₹

x 8.15%

8.15%

77,425₹

[  36,675 +   77,425] x

40,939₹

77,425₹

195,600 -   40,939

₹ ₹ 

₹ ₹ 

1,54,661₹

₹ ₹



8.15

8.15%

1

5.23%

(refer to annexure). Therefore, one should explore the possibility of restricting 

the contribution to   15 lakhs and explore other avenues.

7.18% to 8.15%.



46. https://www.casemine.com/judgement/in/5d3168bd3321bc7180e380a2

46

5.23% p.a.
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($





The WPI Inflation rate (yoy) for May 2023 was (-)3.61% as  compared to 16.63% in May 2022. 
The average WPI rate from April 2012 to April 2023 is 3.99%.





₹ 7,50,000 ₹ 7,50,000 ₹ 15,00,000

₹ 61,125 ₹ 61,125 ₹ 1,22,250

₹ 14,621 ₹ 14,621-

₹ 61,125 ₹ 46,504 ₹ 1,07,629

7.18%

₹ 1,07,629

₹ 2,69,100

₹ 36,675 ₹ 36,675 ₹ 73,350

₹ 13,159 ₹ 13,159 ₹ 26,318

₹ 23,516 ₹ 23,516 ₹ 47,032

₹ 47,032

5.23%

₹

Liquidity - Reasons for withdrawal of EPF as mentioned by the EPFO
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