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Financial Planning for Different Life Stages with  
Mutual Funds 

Planning for the future and financial security are becoming crucial for all because of life’s 

increasing complexities. For Indians, financial planning has been mostly synonymous with 

buying a plot of land, gold jewellery or putting surplus cash in bank deposits and post office 

schemes. But with time, people have started to realize that this may not be enough – life’s 

various needs have to be assessed individually and each approached with a viable financial 

plan.  

We find that a busy lifestyle and being less conversant deter many from choosing the right 

investment product. Mutual funds can take care of this to a large extent. Different mutual 

fund products offer unique risk-return propositions suited for investors with varying risk 

appetites. Investors also get to leverage the skills and expertise of professional fund 

managers at a nominal cost. 

To present a broad-based idea regarding how mutual funds can aid life-stage planning, we 

will divide an individual’s lifespan into different stages based on age, and identify common 

financial goals. Then, depending on the life stage and risk appetite of the investor, we will 

try to identify relevant mutual fund products to meet his/her financial goals. 

Stages of life and financial goals 

Young single – Age group of 20-25 years. At this stage the individual is still completing 

higher studies or has just got his/her first job. Around this time, common financial goals 

could be paying off education loans, starting to contribute towards family expenditures, 

building a corpus for marriage or purchase of house. 

Young married – Around 25-30 years of age. This is the time when an individual is newly 

married and probably made the first big job change or received the first big promotion. 

S/he would be buying a house, a car, household gadgets, or taking the first foreign vacation. 

Married with young children – This is between 30-40 years of age, when an individual 

becomes a parent. This is the time for frequent job changes and starting off on business 

ventures. Financial goals would be to support young children and aging parents, and buy a 

bigger house or car. 

Middle aged – Between 40-50 years of age. This is the time when an individual’s career is at 

its peak and it’s also the time for inheritances. People would typically support children, plan 

for children’s higher education or marriage, take vacations, and start retirement planning.   

Pre-retirement – Mostly in the 50-60 age bracket. This is the time when the individual holds 

a high job position, has most debts paid off, and sees children slowly become financially 
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independent. It’s the time for wealth creation, children’s marriage, higher medical bills, 

dream holidays, and fervent retirement planning. 

Retired – Above 60 years of age. This is the time to retire from active work life. By now, 

children would be grown up and independent, health issues of self and spouse will become 

pronounced, and estate planning will be in progress. Financial goals would be to ensure 

there is no risk of running out of money in case of long life spans, taking care of medical 

emergencies, and leading a life of leisure. 

As a rule of thumb, risk appetite is highest in case of young single people, diminishes with 

age and maturity, and bottoms out with the retired individuals. 

Risk-return proposition of different mutual fund products 

To determine the risk-return proposition of different mutual fund categories, we have 

plotted the risk and returns for various mutual fund product categories in the chart below. 

We have used the NAV standard deviation as a proxy for risk and 3-year average returns. 

This helps to arrange the different mutual fund products in the order of their risk return 

proposition.  

 

The plan 

Having determined the risk return proposition of the different mutual fund categories, we 

can now map them with the different life stages in the order of the individual’s risk appetite. 

Mutual funds with highest risk-return proposition such as sector funds and equity 

diversified funds would be the preferred investment choice for young and single 

individuals. With successive life stages it’s preferred that exposure to equity investments 

are reduced due to their inherent volatility and portfolio rebalancing and fresh investments 
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be made in favour of low duration fixed income mutual funds to fulfil the twin objectives of 

return optimization and capital protection.  

Additionally, it’s prudent to prepare for unforeseen contingencies by investing a small 

corpus in liquid funds. (Information on the different mutual fund categories is available on 

our website.) 

 

Finally, we want to remind readers that investments are a matter of personal choice and 

there is no one-size-fits-all concept. There’s also no way to say that the risk appetite of each 

and every investor will follow the above progression. The above analysis is indicative and 

aimed to just show how different mutual fund categories offer differentiated risk-return 

propositions that can find use while planning for various stages in life. And it’s highly 

recommended that before making any investment decision, investors read the offer 

documents and speak with their financial advisors. 

 

 

 

 

 

 

Life-Stage planning with Mutual Funds

Young Single RetiredYoung Married Married with Young 
Children

Middle Aged Pre-Retirement

Sector, 
Equity Diversified

1 2 3 4 5 6
Very High High Moderate Low Very Low Minimal

Risk Appetite

Pay off education
loans; start to
contribute
towards family
expenditures;
build a corpus
for marriage or
purchase of
house

Buy a house, a
car, household
gadgets; take the
first foreign
vacation

Support young
children and
aging parents;
buy a bigger
house or a car

Support
children; plan for
children’s higher
education or
marriage; take
vacations; start
retirement
planning

Wealth creation;
children’s
marriage; higher
medical bills;
dream holidays;
and fervent
retirement
planning

Financial
security; medical
emergencies,
leisure

Equity Diversified, 
ELSS

Balanced Balanced, 
Index

Debt Income,
GILT

Liquid Funds,
Ultra short term

GOAL

https://www.mutualfundindia.com/Glossary
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Disclaimer 

All information contained in this document has been obtained by ICRA Online Limited from sources 

believed by it to be accurate and reliable. Although reasonable care has been taken to ensure that 

the information herein is true, such information is provided ‘as is’ without any warranty of any 

kind, and ICRA Online Limited or its affiliates or group companies and its respective directors, 

officers, or employees in particular, makes no representation or warranty, express or implied, as to 

the accuracy, suitability, reliability, timelines or completeness of any such information. All 

information contained herein must be construed solely as statements of opinion, and ICRA Online 

Limited, or its affiliates or group companies and its respective directors, officers, or employees shall 

not be liable for any losses or injury, liability or damage of any kind incurred from and arising out of 

any use of this document or its contents in any manner, whatsoever. Opinions expressed in this 

document are not the opinions of our holding company, ICRA Limited (ICRA), and should not be 

construed as any indication of credit rating or grading of ICRA for any instruments that have been 

issued or are to be issued by any entity.  
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