
STP Future Value Ready Reckoner

Mr. A, a strategic investor, approached a mutual fund distributor(MFD) seeking to optimize his
investment returns through a dynamic allocation strategy. He planned to invest ₹50 Lacs initially
in a debt fund. The MFD suggested employing a Systematic Transfer Plan (STP) to periodically
transfer the capital appreciation portion from the debt fund to an equity fund.

Mr. A wanted to evaluate the potential growth of his investments under various return scenarios
for both debt and equity funds over different investment horizons. This approach aimed to
balance the stability of debt funds with the growth potential of equity funds, ensuring a
comprehensive assessment of his investment strategy's effectiveness.

Assumptions:

Three different return scenarios are considered:
Debt: 5%, Equity: 10%
Debt: 6%, Equity: 12%
Debt: 7%, Equity: 15%
Investment horizons include 5, 10, 15, 20, and 25 years.


