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your children
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ecoming a father can be one of the
most rewarding experiences in life.

However, it also comes with a big
responsibility as one has to make sure
thatall the commitments associated with
raising a family are met as they may arise
in the future. The only way to ensure the
sameisthrough careful financial planning
which, in fact, should start as soon as a
child is born. This is because some of the
future expenditurescan besignificantand
unless planned for from the beginning,
they may become difficult to meet. Start-
ing early also has the advantage that the
investments get sufficient time to grow,
thereby, achieving the same corpus with
lower contributions.

The first thing one should do from a
financial planning/management perspec-
tive istoopen a bank account for the child
and make all the investments for the child
through the sameasitwillhelp keep track
of the savings which are being kept aside
forthis purpose. Anotheruseful tipwould
be to depositall the monetary giftswhicha
child receives in their account, effectively
initiating the building up of a corpus for
them from the very beginning. The other
immediate activity which should be car-
ried outis the reassessmentof the amount
of life insurance cover that one has and
topping it up given the additional financial
responsibilities that fatherhood brings.

Plan for major expenditures

Once these immediate steps have been
completed, the bigger task of financial
planning needs to be carried out to assess
whatwould be the needsof the child as he/
she grows up and what would be the best
instruments to take care of the same.

As a minimum, one should consider
planning for the major expenditures
expected to be incurred in the future.
These would include school/college fees
and costs associated with higher studies,
initial financial support to the child as
he/she embarks on a career such as pro-
viding seed capital for business, helping
with down payment for the first property
etc as well as expenditure on marriage
of the child. A starting point might be
the typical expenditure that these events
costsin current timesand increasingwith

an assumed inflation rate till the point
in time that they are expected to occur.
It will be also important to allow for ad-
ditional factors which may increase these
expenditures such as the child opting for
further studies abroad in more expensive
countries as compared to India.

Oncean estimate of these expenditures
hasbeenestablished, comesthetaskof as-
sessing what instruments to choose to be
able to meet these commitments.

Typically a range of asset classes can
be looked at for this purpose such as equi-
ties, debt etc. and it is advisable to con-
sider instruments which not only offer
exposure to these asset classes but also
provide features such as tax efficiency
and protection.

For instance, Child Plans offered by
life insurers may be better products com-
pared to other saving plans as they offer
the additional protection of premiums
being funded by the insurance company
in case the need arises.

In addition, Unit Linked Child Plans
offer arange of funds providing exposure
to various asset classes besides having
additional tax benefitscompared to other
similar financial instruments like mutual
funds.

Once the instruments have been cho-
sen and appropriate amount of savings
are being deposited in the same, it is im-
portant to monitor the performance of
these instruments at reasonable inter-

vals to ensure that they are on track to
meet the desired outcomes. Further, the
estimates of the required expenditures
for which these investments are being
made, themselves should be updated as
the child grows, for new factors that may
emerge. Both these revisions are neces-
sary to ensure that as and when the need
arises in the life of the child, these can be
metwith the investmentswhich have been
carried out.

Ifullybelieve thatonce a parent, always
a parent. Even after the child is married
and settled in his'her career, although the
father mightthinkthat his responsibilities
are over, there are often expectations on
providing legacy/gifts for grandchildren
in the Indian society. While these could
be argued to the least onerous of all the
responsibilities, careful investments/sav-
ings for these would still be beneficial in
thatitwill help toensure that these can be
comfortably met.

Overall, itisimportant for every father,
in factevery parent, to consider the above
aspectsofthe financial planning uponthe
arrival of the new family member. This
will ensure that they have the peace of
mind, knowing that the commitments ex-
pected of them by their family can be met
with reasonable certainty, allowing the
family to enjoy the quality of life together
that they truly deserve.
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