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2.   Attempt any five questions.
3.   Attempt all parts ofa question together.
4.   Show your workings clearly on the answer sheet.
5.   Use of simple calculator is al'1owed.

Q1 (a)
(i)Definepersonalfinancialplanningandexplainwhyeveryindividualneedsit.
(ii)Discussthemajorstagesinthepersonalfinancialplanninglifecycle,illustratingthetypicalfinancial
decisions in any two stages.
(b)A27yearoldnewemployeeinametrocityeams€70,000permonth,hasnodependents,andwantsto
createanemergencyfund,repayaneducationloan,andsaveforaforeignvacationin3years.
(i)Identifyandclassifythesegoals(safety,income,growth/short,medium,long-term)withreasons.
(ii)Prepareasimplemonthlybudgetfraneworkforthispersonandexplainhowbudgetingsupportsthe
overall financial planning process.

Q2(a)
(i)Distinguishbetweentaxplanning,taxavoidanceandtaxevasionwithoneexanpleeach.
(ii)Explainanythreecommontaxplanningstrategiesusedbysalariedindividualstoreducetaxableincome
while staying within the law.
(b)Aresidentindividualaged30hasthefollowingincomeanddeductionsduringafinancialyear:
•     Salary income: €9,00,000                                                                                                              I
•     Deduction under a retirement-oriented section: €1,50,000
•     Health insurance premium paid for self and parents: €35,000 (eligible under relevapt section)
Ignoring surcharge and cess,
(i)Computethetaxableincomeundertheoldregime,clearlyshowingeachstep.
(ii)Commentinbriefonhowearlytaxplanningduringtheyearcouldimprovethisperson'scashflowsand
savings behaviour.

Q3(a)
(i)Explaintheconceptofinsurableinterestandutmostgoodfaithinlifeinsurancewithsuitableexamples.
(ii)Discussanythreeimportantclausesorfeaturescomm.onlyfoundinlifeinsurancepoliciesthat
policyholdersshouldreadcarefullybeforesigning.
(b)A38-year-oldmariedpersonwithtwoschool-goingchildreneams€12,00,000peryear.Ho.usehold
amuallivingexpensesare€6,00,000;outstandinghomeloanis€30,00,000;existinglifecoveris
=10,00,000.
Usingasimple"incomereplacementplusliabilities"approach,andmakinganyreasohableassumptions
where necessary; answer the following:
(i)Estimate,withreasonableassunpti'ons,thelifeinsurancecoverrequiredforthispersonandshowthe
broad steps of calculation.



(ii)Brieflyexplainhowunderinsurancecanaffectthefinancialsecurityofthefamilyincaseofpremature
death.

Q4 (a)
(i)Explainthetems:suninsured,waitingperiod,co-paymentandexclusionsinhealthinsurance.
(ii)Discussanyfourkeyfactorsanindividualshouldconsiderwhilechoosingbetweenanindividualhealth
policyandafamilyfloaterpolicy.
(b)A45yearsoldself-employedpersonwithirregularincomeisconsideringbuyingacomprehensive
healthinsuranceplanof€10lakhforthe family.Premiunissignificantcomparedtocurrentincome,but
there is no employer cover.
(i)Analysetheprosandconsofrelyingonhealthinsuranceversusself-fundingmedicalexpensesthrough
savings,fromariskmanagementperspective.
("Suggestasuitablecombinationofhealthcoverandemergencyfundforsuchaperson,givingreasons.

Q5 (a)
(i)Explaintherelationshipbetweenriskandretunininvestments,usingtheexamplesofbankdeposits,
bonds and equity shares.

{ii)Discussthemeaningofdiversificationandassetallocation,andexplainhowtheyhelpanindividual
investor manage portfolio risk.
(b)Aninvestorholdsthefollowingportfolioforcjneyear:
•     Equity Fund units bought for {2,00,000; value at year end €2,30,000
•     Debt Fund units bought for {1,50,000; value at year end €1,56,000 plus interesvdividend received

€4,500
•     Savings account balance constant at {50,000 with interest of€1,500

(i)Foreachoftheaboveinvestments,calculatethepercentageretunfortheyearandthepercentageretun
ontheoverallportfolio.Showallstepsofyourcalculation.

{ii)Brieflycormentontherisk-retuntrade-offreflectedinthispolffolioandsuggestonechangeto
Improve diversification.

Q6 Write short notes on any three
1.Principlesofindemnityandinsurableinterestininsurancecontracts.
2.   Types of life insurance policies and their key features.
3.   Types of real estate investment available to individual investors.
4.Roleofretirementplaminginpersonalfinancialplarming.
5.Tax-advantaged(tax-savingortaxldeferred)investmentavenuessuitableforindividualinvestors.


