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Balancing Income & Growth!
Below is an example of a scenario that we often come across during our interaction with clients. We give you few points to help in your conversation for this specific scenario:
I want regular dividend income from my Mutual Fund investments, which schemes should I invest in?
Dividend income is a great way to capitalize on gains in your existing funds without redeeming your investments. As per regulation, dividends can be paid out only from realized gains. While all schemes have a Dividend option, Balanced funds due to their hybrid nature and higher equity allocation, are especially suitable for dividend income generation.
In a balanced fund, both these asset classes can be used to enhance the quantum as well as frequency of the dividend. In the last 2-3 years, as market performance has been supportive in both equity and fixed income, balanced funds have been able to declare higher dividends more frequently (almost on a monthly basis). This has become a strong pull factor for clients for investing in this category of funds. 
However, one must remember that the decision of dividend distribution is at the discretion of the fund house based on various factors including distributable surplus available in the fund, fund manager’s outlook, frequency, etc. Also while the quantum of dividend will be usually higher in an equity fund as compared to a fixed income fund (due to higher return potential), the frequency of dividend payout will be higher in a fixed income fund (due to steady coupon inflows). 
[bookmark: _GoBack]Also, it is important to not choose a fund based solely on its dividend history. After a dividend is declared, the units held by you will remain the same but there will be a drop in NAV of the fund to the extent of the dividend amount. This is as good as withdrawing a part of capital gain of your fund. 
For sustainable cash flow, an investor can choose to either redeem or opt for a systematic withdrawal plan from an existing fund.

