
When you google 'SIP investments', 'what is SIP', what is a Systema�c Investment Plan, etc., you will find a lot of textbook 
defini�ons. But today let's understand SIPs with the help of an example. 

Ÿ Power of compounding 

When the price of a commodity keeps changing, it is be�er to spread your purchase over a period. This is because you will not have 
to suffer from the uncertainty of price fluctua�ons. With SIPs too, fund managers buy more units when the price is low and fewer 
units when the price is high. As such, your investment cost gets averaged out over �me. This is known as rupee cost averaging. 

Ÿ Regular investment
An SIP helps you invest regularly in the mutual fund scheme of your choice. When you start an SIP, you give standing instruc�ons to 
your bank to automa�cally transfer a fixed amount at regular intervals to your chosen scheme. As such, you don't have to spare the 
�me and effort to invest your money.  

Features and benefits of SIPs

One of the reasons that stop people from inves�ng is the lack of savings. However, you can start an SIP even with Rs.500. You can 
also opt for daily, weekly, monthly or quarterly SIPs based on your convenience. 

Suppose, you are given a task to fill 1200 litres of water in a tank in two hours. You have two op�ons – you can either start a tap that 
will automa�cally pour 100 litres of water in the tank a�er every 10 minutes. Or, you can simply choose to li� the water at once and 
pour it. What seems easier? You would say, of course, the first one because you just have to open the tap once without any hassle. 
Whereas, in the second case, you will be physically burdened. Moreover, you will need help too.

An SIP(Systema�c Investment Plan) in mutual fund is just like opening the tap once. When you choose to invest in mutual funds, you 
have two op�ons – you can either make a lump sum investment or invest in instalments through SIPs. A heavy one-�me investment 
may not be very pocket-friendly and end up burdening you financially. On the other hand, SIPs are light on the pocket and they offer 
several other benefits too. Let's dive into them. 

Compounding means earning returns not only on your principal investment but also on the returns that get added to it. With 
regular and long-term SIPs, your money may compound and grow. 

Ÿ Low investment amount

Ÿ Rupee cost averaging 

Are SIPs and mutual funds the same?

Read on to find out! 

Are SIPs and mutual funds the same?

Read on to find out! 
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All Mutual Fund Investors have to go through a one�me KYC process. Investor should deal only with Registered Mutual Fund (RMF).

For more info on KYC, RMF and procedure to lodge/redress any complaints, visit - h�ps://www.edelweissmf.com/kyc-norms 

Ÿ Financial discipline
When you know that you must have a certain amount in your bank for SIP instalments, you tend to become a cau�ous spender and 
a diligent saver. 

Once you are KYC compliant, you can register for an SIP on their official website by entering a few basic inputs such as your SIP 
details, bank details, etc.

1) Set your financial goals and quan�fy them. Once you know how much you need, decide on an investment tenure and note down 
your expected rate of return. 

3) If you have just started inves�ng, complete your KYC process with your chosen fund house. Type 'AMC mutual fund' and you can 
get the details of the leading fund houses in India. 

How difficult can opening a tap possibly get? Likewise, star�ng an SIP is very simple too. Here's what you have to do: 

2) Use a mutual fund calculator to know how much should be your SIP amount. Don't look up 'lump sum sip calculator' online. This 
is because mutual fund calculator lumpsum will only help you with lump sum investments. There is a separate calculator for an SIP 
in mutual fund.

Now you know how SIP works. If you are also confused about other commonly used abbrevia�ons in the mutual fund world such as 
SWP and STP, you can read this ar�cle:  

h�ps://www.edelweissmf.com/investor-insights/mutual-fund-investment-�ps-and-ar�cles/sip-vs-stp-vs-swp-whats-the-
difference 

How to invest in SIP? 

Top-up SIPs allow you to increase your SIP contribu�ons by a fixed percentage or amount at specified intervals. Flexi SIPs allow you 
to increase or decrease your SIP amount as per your situa�on. Perpetual SIPs don't have a fixed investment period; your SIPs 
con�nue un�l you decide to stop them. Trigger SIPs allow you to set a trigger event for the fund house to act upon. For example, you 
can set a trigger for your fund house to exit the scheme as soon as your investment makes a profit of Rs.1 lakh.

To add to the flexibility of SIPs, fund houses offer different types of SIPs, namely, step-up or top-up SIPs, flexi SIPs, trigger SIPs and 
perpetual SIPs. 

Ÿ Different types of SIPs


