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surcharge as applicable). This
tax will be deducted as TDS
before the dividend is paid to
your bank account. You can
cross check the TDS deducted
from your Form 26AS. For a
taxpayer resident in India, div-
idend income is taxable as per
the rates applicable to his/her

total income. NRIs are eligible
to claim the basic exemption
limit of ₹2.5 lakh. Do remem-
ber to sum up income from all
sources before applying the
basic exemption limit.

In case such dividend
income is taxable in the coun-
try of your residence, you may
refer to the double tax avoid-
ance agreement between the
country of residence and India
so that you don’t have to pay

Navneet Dubey
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W
hile health insur-
ance compensates
you for your hospi-
talization expenses
in the case of

extreme health conditions, it may not
pay you for regular check-ups or
appointments with your doctor. In
such a situation, should you go for a
health insurance policy that can cover
outpatient department (OPD)-related
expenses?

Generally, OPD treatments require
frequent visits to hospitals as it
includes treatment for ailments, regu-
lar health check-ups, or follow-up for
ongoing medication.

While taking OPD treatment,
patients are not required to be hospi-
talized but can visit any associated
facility in the hospital. All this results
in hefty reimbursement bills for an
insurance company; hence mostly
OPD coverage is not part of a health
insurance policy.

Moreover, daycare procedures,
inpatient treatment and naturopathy
treatments are not covered under
OPD expenses. Besides, cosmetic
treatments and self-inflicted injuries
are also not covered.

Purchase options: OPD coverage
is part of a base regular health policy,
and it can be bought as a separate
rider, too.

Most health insurers offer coverage
for inpatient, daycare hospitalizations
and inpatient hospitalization claims
when you look closely. In maximum
cases, the policyholder gets OPD ben-
efits such as medicines, consultations
and diagnostic tests under pre-hospi-
talization, that is, 30-90 days and post-
hospitalization, that is, 60-180 days.
The policyholder can also get a sepa-
rate defined OPD limit apart from the

lar doctor consultations can benefit
from OPD coverage.

Amit Chhabra, head - health and
travel insurance, Policybazaar.com,
said OPD coverage is available via a
variety of individual health policies.
“The sum assured in the majority of
these plans ranges between ₹5,000
and ₹20,000, but there are some that
go much higher. Some policies
include sub-limits in the OPD sum
assured for specific treatments such as
physiotherapy,” Chhabra added. 

Reasons to buy OPD cover: Any-
one can buy OPD health insurance
cover. But it can be only beneficial for
patients who are undergoing treat-
ment that requires regular or frequent
OPD visits. However, you must also
understand that the terms and condi-

tions of OPD treatment vary from pol-
icy to policy and from insurer to
insurer. For instance, some policies
may provide cover for vaccinations,
while others may restrict you from
using specific chemists. 

Goel said, “It is not suggested to
include OPD cover in a health insur-
ance policy, as OPD requires a limited
cost involvement which a policy-
holder can easily afford. However, in
case a person has any pre-existing dis-
ease, which demands a regular doctor
consultation, suffering from chronic
diseases, having low immunity, and
higher prone to vector-borne diseases,
then a policyholder can opt for an OPD
cover to get financial support from his
regular health insurance.” 

However, the premiums of policies
covering OPD treatment are a bit
higher compared with those that do
not cover. For instance, you may have
to pay an additional ₹5,000 to 8,000
t o  g e t  a n  O P D  c o v e r  o f
₹10,000-15,000 sum insured.
Besides, the OPD cover comes with a
deductible. Hence, given that the cov-
ers are usually priced at 70-80% of the
maximum claim, and the claim proc-
ess can be cumbersome, getting an
OPD cover may not be very valuable.

“Since OPD charges fall on a high
side of cost and are frequent, OPD cov-
erage makes a health insurance plan
relatively expensive. While a normal
health insurance policy premium
comes around ₹12,000 at best, the
same policy would come for ₹48,000
for ₹50,000 OPD coverage,” said
Goel.  He added that although the OPD
cover comes with a set of valuable ben-
efits, one must understand that the
price of such coverage might be on the
higher end compared with the regular
health policy premium. Hence, one
must analyze self and the family usage
of primary healthcare to figure out
whether this plan is beneficial or not.

OPD health insurance is big relief 
if you have pre-existing ailments 

OPD health insurance cover can help those undergoing treatment that requires frequent visits to the hospital

Data as on 6 August. Equity is the benchmark Sensex return (price); cash refers to the average return for liquid funds category as defined by 
Valueresearchonline; gold refers to domestic gold prices available on Valueresearchonline; and fixed income is historic SBI fixed deposit rates. 
All returns are annualized. 
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Returns on my investments
Building a portfolio is a complex exercise, and it has to be maintained, too. A person’s portfolio holds different types of assets 
based on his/her financial goals, and each asset class gives different types of returns, which is why a portfolio must have an ideal 
mix of financial products. One must also keep in mind the volatility risk of the asset class, liquidity, lock-in rules and taxation. Here's 
a look at how four commonly used asset types—equity, cash, gold and fixed income—have done in different periods.
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such stocks once they are
listed.

Things to keep in mind: It
is important that investors go
through a diligence process
before investing in newly-
listed companies.

“These companies generally
have no financial track record
in their filings. Their manage-
ment also generally has a thin
track record in terms of lead-
ing a public company, and,
therefore, investors need to
rely on how they have oper-

ated as a private enterprise.
Newly-listed companies also
demonstrate higher volatility
for their first few earnings sea-
sons, as the market aligns on
expectations and assesses
them on delivering against
stated targets,” said Nanda.

Investors should also keep
in mind that initial institu-
tional investors look to exit
their holdings within the first
12-18 months, with retail
investors buying in, which
leads to additional volatility.

OPD being covered under inpatient
and pre- and post-hospitalizations
cover, provided that the regular health
policy has in-built OPD coverage avail-
able.

Rakesh Goyal ,
director, Probus Insur-
ance, said, “There are
health insurance policies
that offer the OPD cover
as an add-on cover. How-
ever, for this, they do
charge some extra pre-
mium. This add-on cover
would include secondary
treatment costs, that is, if the insured is
not admitted into the hospital as a day-
care patient and comes as a valuable
purchase for people who tend to visit
the hospital frequently.” 

Benefits: Health insurance policies
that include OPD coverage benefit
policyholders in the following ways: It
is beneficial for patients who require

frequent hospital visits
for OPD consultations.
The insured may be
reimbursed for large
pharmacy bills. OPD cov-
erage is extremely bene-
ficial for patients with
pre-existing medical
conditions that necessi-
tate frequent medical
consultations. Immuno-

compromised people may also benefit
from OPD health insurance. People
with chronic medical conditions such
as asthma, diabetes, arthritis, thyroid
disease and others who require regu-

OPD coverage is
part of a base 
regular health

policy, and it can
also be bought as
a separate rider

as well

I
n the second half of the 20th century, “information arbitrage”
ruled the roost. By looking at a fundamental framework, active
investors, including Warren Buffett and Peter Lynch, made their

mark. However, as the financialization of savings theme picked up
with US investors in 1990 and 2000s, equity markets exploded
with large allocations, relying solely on fundamental traits that
shrank the alpha (as the information asymmetry vanished with the
advent of technology and internet). Hence, passive/index gained
currency and was popularized by John C. Bogle (Vanguard). In the
last decade, especially since 2008, factor investing has gained pop-
ularity as it marries active and passive investing, thereby becoming
the third pillar of investing. A similar trend is seen across developed
markets and is now making inroads into major emerging markets.

Commonly referred to as smart beta, factor investing has already
made its market. Current global assets under management has
already surpassed $1.2 trillion (as of July) and this rapid rise is unre-
lenting as active managers fail to beat benchmark and market capi-
talization-based passive products have achieved a skewed and
clone construct.

Green shoots in place for India: In India’s case, the financiali-
zation of savings trend picked up only after demonetization (in
2016). Since then, there has been a flurry of investments in financial

assets, especially equities, with most
deployment only based on fundamen-
tals, resulting in cloning of portfolios
and shrinking the alpha in NSE 200
(85% of market capitalization). This has
led to the advent of passive investing,
which is predominantly led by EPFO
and CPSE mandates. However, with
online platforms offering investment
products, passive investing is proliferat-

ing faster.  The appeal for factor-based investing is never more per-
tinent than what we are seeing currently where the stock markets
are way more exuberant than the revival in the economic activity.
Factor investing focuses on macro and micro fundamentals (qual-
ity, value, size factors) on one hand, with passive variables (momen-
tum, standard deviation, alpha factors) on the other. This hybrid
model ensures a higher risk adjusted return over a complete mar-
ket cycle and hence worthy of core portfolio allocation.

Factor investing 101 : While there are over 300 factors, which
the global analyst fraternity is looking into, Indian investors are just
looking at a handful of key factors to create a benchmark beating
portfolio: Alpha (selecting stocks based on high Jensen’s alpha over
a specified period); quality (selecting stocks with high RoE, positive
delta in PAT and low debt/equity ratio), value (selecting stocks with
high RoCE, low P/B, Low P/E and high dividend yield); low volatil-
ity (selecting stocks based on low standard deviation over a speci-
fied period); momentum (selecting stocks based on strong price
momentum over a specified period).

These factors, individually or combined thereof, have delivered
benchmark beating returns. Importantly, they can help investors
to weather market volatility much more effectively.

In bull phase alpha, momentum and value perform the best. In
recovery phase alpha, low volatility and momentum perform the
best. And in the bear phase low volatility, alpha and quality help to
arrest declines. If one can dynamically allocate to these factors
along with changes in business and market cycles, then they can
generate alpha over benchmark, more importantly a better Sharpe
ratio.  The dynamic model generated second highest returns (gen-
erating alpha of over 0.33). By adopting factor-based approach,
retail/HNI investors could aspire to achieve the elusive alpha and
higher risk adjusted returns in a very scientific and cost-effective
manner. Hence, it’s time to embrace this change towards adopting
factor-based investing for your core portfolio. 

Azeem Ahmad is head - PMS and principal officer, LIC AMC.

Current global 
AUM for 
factor investing 
has already 
surpassed 
$1.2 trillion

A Z E E M  A H M A D

P O W E R
P O I N T

FACTOR INVESTING 

GAINING CURRENCY, 

SHOW TRENDS

Respond to this column at

mintmoney@livemint.com

Do you have a personal 
finance query? Send in your 
queries at 
mintmoney@livemint.com 
and get them answered by 
industry experts.

HT

Abhinav Kaul

abhinav.kaul@livemint.com

T
he IPO market in the US
has been very volatile in
recent times. After tank-

ing on debut, shares of trading
app Rohinhood has surged
more than 40% since their list-
ing on 30 July. Coinbase,
which was listed in April, has
gained 10% in the past month
after a disappointing perform-
ance post listing.

The US stock markets today
are the mainstay in most global
portfolios of Indian investors,
and are home to several inno-
vative companies that are
building new products and
services across sectors.

These include the more
familiar innovative themes,
such as artificial intelligence
and cloud computing, as well
as newer areas, such as alter-
native foods.

“Companies such as UiPath
and C3 AI are innovating in the
areas of robotic automation

and artificial intelligence. In
cloud computing as well, sev-
eral companies such as Crowd-
strike, Zscaler and Datadog are
offering specialized services to
help businesses better manage
cloud-based offerings,” said
Viraj Nanda, chief executive
officer, Globalise.

Moreover, there are also
several upcoming IPOs that
investors are looking forward
to, across a range of sectors.

In terms of initial public
offerings (IPOs), Instacart
(grocery delivery service), Riv-
ian (electric vehicle manufac-
turer), Grab (Southeast Asia’s
leading super app providing
services such as deliveries,
mobility and financial servi-
ces), Discord (VoIP, instant
messaging platform) and Next-
Door (hyperlocal social net-
working app for neighbours)
are a few big-ticket IPOs that
investors are eagerly anticipat-
ing in the second half of 2021.

As of today, Indians can
invest in US IPOs, but they buy

Therefore, a fundamental
assessment of the company
and its valuation is important
to guide an investment deci-
sion.

The China factor: The
Chinese government clamp-
ing down on private compa-
nies that have grown
extremely large has become a
major cause for concern for
Indian investors who have
been diversifying their portfo-
lios outside of India.

However, experts say that
this might benefit established
FAANG stocks.

“Companies such as Cou-
pang (CPNG), the largest
online marketplace in South
Korea; Sea Ltd, the leading
internet platform in Southeast
Asia; and MercadoLibre
(MELI), an Argentine com-
pany offering e-commerce and
online marketplace services
across Latin America, are all
listed in the US and could pro-
vide investors with exposure
to a similar theme as the Chi-

nese companies. In addition,
some of the money being
pulled out of the Chinese com-
panies would also get reallo-
cated to US tech players, espe-
cially the FAANG stocks,” said
Nanda.

A safer route: There has
been a strong demand for IPOs
as investors are looking to
invest in new companies that
provide access to differenti-
ated products, themes and
geographies.

For investors who are look-
ing for an alternative way to
build exposure to newly-listed
companies, the exchange-
traded fund (ETF) route offers
indirect exposure into a port-
folio of newly-listed compa-
nies. 

For example, Renaissance
Capital offers an ETF that
focuses exclusively on the US
IPO market. This fund, Ren-
aissance IPO ETF, provides
exposure to the most signifi-
cant newly public US listed
companies in a portfolio.

Watch for these firms coming out with their IPOs in the US
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Beating risks 
The dynamic model generated the second highest returns. It 
had lower volatility, thereby generating a higher adjusted return.

Source: Nifty IndicesBase value taken as 100

*1 January 2019 to 31 March 2020 equally weighted index of alpha, low volatility, and 
quality; from 1 April 2020 to 30 September 2020, equally weighted index of low 
volatility, alpha, and momentum; from 1 October 2020 to 4 August 2021 equally 
weighted index of value, alpha, and momentum.
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Archit Gupta

My son is residing in an
African country. He is a
non-resident Indian (NRI)
having a non-resident
external (NRE) account in
India. He invests in fixed
deposits, equity and earns
dividends on shares. I
would like to know if earn-
ing dividends are taxable in
India. As far as I know,
interest income for NRIs
are not taxable, but I have
no idea if dividends on
shares and profit on equity
are taxable and if an NRI is
eligible for exemption limit
of ₹2.5 lakh like Indian res-
idents.

—T.M. Karia

Dividend income from
equity shares of an Indian
company is taxable in India
effective FY22. For an NRI,
dividend income shall be taxa-
ble at 20% (additional cess and

tax on the same income twice.

The Central Board of
D i r e c t  T a x e s  h a s
announced that all PAN
cards that are not linked to
Aadhaar by 30 June will be
declared as “inoperative”.
Does this apply to NRI PAN
cards? 

—A. Venkat

Please note that the dead-
line to link PAN with Aadhaar
has now been extended till 30
September. If you are an NRI
and hold an Aadhaar card, it is
mandatory that you link it with
your PAN card. 

Archit Gupta is founder
and chief executive officer,
ClearTax.

Dividend from Indian firm is taxable in India
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