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STP means tronsferring funds from one mutual fund to another. Investors are becoming more and 

more wary about making lump-sum Investments because of potential risks. This is why financlal 

experts recommend Systematic Transfer Plans to mitigate risks. Now almost every investor is famlar with 

Systematic Investment Plan (SIP), While SIP is the transfer of funds from sovings to a mutual fund plan that's 

STP, STP means transferring funds from one mutual fund to onother. This is a smart strategy to stogger your 

investment over a speclfic term to reduce risks and balance returns. For instance, ifyou Invest 'systematically 

in equities, you can earn risk-free returns even during volatile market scenarios. 

The Main Objective of the Study: 

METHODOLOGY: 

STP is a smart strategy to stagger your investment over a specific term to reduce risks and balance 

returns. For instance, if you invest 'systematically' in equities, you can earn risk-free returns even during 

volatile market scenarios. Here, an AMC permits you to put a lump sum In one fund, and transfer a fixed 

amount to another scheme regularly. Th¹ former fund is called source scheme or transferor scheme, and the 

latter is called target scheme or destination scheme. 

1. To get knowledge about the concept of systenatlc Investment Plan (STP), 

This paper wrltten Is based only on secondary data. Data collectlon has been done through 

secondary source. The data has been taken from books, reports and articles published and unpubllshed. 
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STP 0s a smart strategy to stagger your investment over a specific term to reduce risks and balance 

returns. For Instance, if you invest 'systematically' in equities, you can earn risk-free returns even during 

volatile market scenarios. Here, an AMC permits you to put a lump sum in one fund, and transfer a fixed 

amount to another scheme regularly. The former fund is called source scheme or transferor scheme, and the 

latter is called target scheme or destination scheme. 
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How to start a Systematlc Transfer Plan 
STP Is an effectlve tool In mutual funds to average your Investment over a speclflc perlod. To decide 

on whether one should do an STP or lump-sum depends on three factors - nn Investor's curnant allocatlon to 
equltles, the rlsk profle of Investor and flnally the market vlew. 

For Instance, to Invest Rs. 1 lakh In an equlty fund using STP, you must flrst select elther on ultra 
short-term fund or a lquld fund. After that, declde on a Axed amount that you want to transfer dally, 
Weekly, monthly or quarterly. Hence, If you choose to transfer Rs, 20,000 every threa months, It wll take flve 

quarters (15 months) to complete the Investment, Earller, fund house allowed only debt fund to aqulty fund 
transfer wlthin the same company. Now thanks to the dlgltal wave, you can ever transfer from an equlty 
fund of one AMC to that of another 

Features of a Systematlc Transfer Plan 
Mlnlmum Investment 

There Is no standard minimum Investment amount to Invest In the source fund. However, soma 
AMCS Insist on a minimum anmount of Rs. 12,000 n thelr systematlc transfer plans. 

Entry & Exlt load 
To apply for an STP, you need to do at least slx capltal transfers from one mutual fund to nnothor. 

While you are free from entry load, SEBI alows fund houses to charga exlt lond up to 2%. Tha AMC 
calculates exlt load based on Investment tenure and fund type. 

Dlsclpllnad & Lucratlve 
Systematlc Transfer Plan (STP) enatbles a dlsclpltned and planned transfer of funds betwaan two 

mutual fund schemes. In most cases, Investors Inltiate an STP from a dept fund to an aqulty fund. 

Taxatlon on STPs 

While an STP ls a good strategy, you should be aware of the tax Impllcatlons and exit loads on tha 
traisfer. Every transfer from one fund to another s consldered as a redemptlon and frosh Investment. Thls 
redemptlon Is usually taxable. The money transferred withln the frst 3 years fronm a dabt fund ls subjoct to 
short-term capltal galns tax (STCG). But even wlth this tax nspect,.tho returns earned would ba hlgher than 
those ina bank aCCount. 

How Investors benefit from STP 

Scope for higher returns 
if you opt for STP Instead, you tend to generate hgher raturns. It Is because for an STP, you wll ba 

initlaly Investing the lump sum in a detbt fund lke a laquld fund. Llquld fund Is known to yleld highar raturns 
In the range of 7% to 9% as compored to the mere 4% roturns cornod ln a saving bank nccount. 

Earning steady returns 
The returns you earn vla STP ara pretty rellable. Thls Is because the amount In sourca fund (dgbt 

fund) generates interest until you transfer the entlre anmount. 

Managlng rlsks 
An STP can also be used to move from a rlsky asset class to a less rlsky assot class. For Instance, say, 

you Inltlated an SIP for 30 years Into on equlty fund towards rotIramont plannlng, As you approach your 

retirement, you can Inltlate an STP to prevent loss of fund value. Here, you Instruct the fund houso to 
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ransfer a fixed amount from the equity fund to a debt fund. In this way, by the time you retire, you would 

jave moved the entire accumulated corpus to a safer haven. 

Averaglng of rupee cost 

Systematlc Transfer Plans averages out the expense ratio by buying lesser units at higher NAV and 

more unlts at a lower cost. As your money gets transferred from the one fund to another, the fund manager 

would keep purchasing addItional units systematically. Hence, you wll get the benefit of rupee-cost 

averagingi.e. the per-unlt cost of Investment will fall gradually. 

Re-balanclng portfolio 

Your portfolio should strike a balance between debts and equities. An STP re-balances the Portfolio 

by moving Investments from debt to equity funds or vice versa. 

Who should opt for STPs? 

STP 0s a great cholce for those who seek to invest in a lump sum, but don't want to invest them 

together. This could be because they are risk averse and do not want to get tangled in the market volatility. 

They may also be wary of equitles as a rule. Such investors can opt to place their money in a liquid or debt 

fund. When this money gets transferred to an equity fund, you get the fixed returns from the debt funds as 

well as potential returns from the equity scheme. 

Types of Systematlc Transfer Plans 

Flxed STP 
Here, the amount to transfer perlodically is fixed. The investor can decide on this amount as per his 

financial goal and apply for the same. 

Capital Appreclation 

For this kind of STP, only the capital appreciated Is transferred from source fund to the destination 

fund and the capital part remains safe. 

Flexi STP 

Like the name suggests, Flexi STP is flexible. This means you can choose to transfer different amount 

from the source fund to the target fund. Investors generally choose the amount as per the market rate 

fluctuations. For instance, of the Net Asset Value of the destinatlon fund dips, you can lncrease the amount 

and vice versa. 

Go for STP only if you havea lump sum amount to Invest which you might not need to exit In immediate 

future. 

Things to remember when lnvesting via STP 

Though the fund house decides the minlmum investment, you need to make at least 6 STPS as per the 

SEBI guldeline. 

STP Is one of the most relíable risk-reducing strategles an investor can adopt. However, they cannot 

eradlcate rlsks. You can also expect a reduction in returns if the market is low. 

This method requires disclpline. Suppose, If you opt out of a plan just because you panicked at a sudden 

market fluctuation or change in the rates, it will only defeat the purpose. 

Avays keep an eye on the underlying assets and thelr phases. For instance, it would be rash to transfer 

capital, when the market ls moving to peak. 
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ln short, STP Is a useful strategy to manage risks without affecting your returns greatly. Now, Ceear 

Tax Save offers you handplcked funds from the top fund houses. If you want to invest through systematic 

transfer plan, you can choose one of the plans that sult your requlrements. Start investing. 

cONCLUSION: 
It is a method of Investing In mutual funds, Under Systematlc Transfer Plan (STP) method of investing 

an Invastor transfers a flxed amount of money from one category of fund to another in a fixed interval 

ISually from a debt fund to an equlty fund. Suppose you have recelved a lump-sum amouit from asset sale 

or a blg bonus and want to Invest In equlty mutual funds, In thls case, financlal experts advice investing 

through Systematlc Transfar Plan (STP) because It helps protect Investor's lump-sum money from market 

volatllty as equlty funds are lnked to the performance of stock markets. 
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