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Know about SIP in Index funds

Investing in mutual funds is becoming an increasingly popular venture among individuals seeking long-term wealth creation. An
investment approach that has gained traction, due to its ease and efficacy, is Systematic Investment Plan or SIP in Index funds. This
strategy allows you to participate in the growth of the overall market by investing in a specific index, without the need for deep
research or active tracking. If you are keen on investing in passive equity funds through index fund SIP, here is everything you need to
know.

Whatis an Index fund?

Anindex fund is a type of mutual fund that aims to replicate the performance of a specific market index, for example, the S&P 500 or
the Nifty 50. Rather than actively selecting and managing individual stocks, index funds passively invest in the same securities as the
underlying index, usually in the same proportion. The objective is to closely mirror the index's returns, providing you with broad
market exposure. Some popularindex fundsinclude Nifty 50 index fund, Bank Nifty index fund, etc.

How toinvestin Index funds?

While you can invest in index funds via both SIP and lump sum routes, here we will discuss the SIP option. You can follow these steps
toseamlessly undertake Index SIP —

e Research and select an Index fund: Identify the index fund that aligns with your investment goals, risk appetite, return
requirements, and time horizon after considering factors such as the fund's track record, expense ratio, asset size, and the
index it tracks.

e Choose the SIP route: Opt for the SIP route rather than investing a lump sum amount. You can use this route for Nifty SIP
investment.

e Open an investment account: For this, you can leverage a reputable AMC or a registered online investment platform.
Complete the necessary documentation and fill in your Know Your Customer (KYC) details.

e SetuptheSIP: Provide the required details such as the investment amount, frequency, and duration to set up your SIP in the
chosenindexfund.

e Monitor and review: Regularly monitor the performance of your index fund and make any necessary adjustments to your
investment strategy, based on your financial goals and market conditions.



WhySIPinIndex Fund?
SIPinindex funds offers several advantages. These include:

1. Instantdiversification, astheyinvestin a basket of stocks comprising the underlying index

2. lowerrisk from potential errorsin active portfolio management

3. Minimal costs since index funds are passively managed, resulting in lower expense ratios compared to actively managed
funds. This cost efficiency can significantly impact long-term returns.

4. Youwillbeabletoindexlinked returns, adjusted for tracking error.

5. SIPinindex funds automates the investment process, making it a hassle-free way to invest.

Advantages of SIP in Index funds
Following are some of the major advantages of SIPinindex funds —

e Rupee cost averaging: SIP allows investors to purchase more units when prices are low and fewer units when prices are high,
resulting in averaging out the purchase price over time and potentially reducing the impact of market volatility.

e Disciplined investing: SIP encourages regular and disciplined investing, regardless of market conditions, enabling investors to
avoid emotional decisions based on short-term market fluctuations.

e  Flexibility: Investors can start with a small amount and gradually increase their SIP investments as their income grows, in
addition to enjoying the flexibility to pause, modify, or stop their SIPs based on their financial needs.

e Power of compounding: SIPs in index funds provide the benefit of compounding returns over the long term. By reinvesting
dividends and capital gains, investors can harness the power of compounding to potentially grow their wealth significantly.

SIP in index funds offers an efficient and convenient way for investors to participate in the growth of the overall market. By tracking
specific market indices, these funds provide diversification, lower costs, and consistent returns. While index investing via SIP offers
myriad benefits, it is essential to select the right index fund based on your investment goals and risk tolerance. Consult with a financial
advisor or undertake thorough research before making any investment decisions.

An investor education initiative by Edelweiss Mutual Fund
All Mutual Fund Investors have to go through a onetime 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 - https://www.edelweissmf.com/kyc-norms

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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