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A diamond in your budget
Opting for slightly lower scale in clarity, colour and carat weight can bring down the cost substantially
TINESH BHASIN

CASE STUDY
Business Standard analyses
one family’s finances and
suggests a way forward
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Manish (37), Vrinda (35), Manasi (6), Manav (3)
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f you were planning to buy diamonds this festival or marriage
season, and worried about getting the right price, there’s help.
Diamond sellers are increasingly
becoming more transparent about
pricing and quality of their precious
stones. Buyer can now log on to the
internet, compare prices based on
different features and take a more
informed call.
Take Sapna Mahajan, a physiotherapist in Mumbai, who wished
for a diamond ring since she got
married six years ago. Recently, her
husband and she purchased a 0.4
carat diamond for around ~60,000.
“There has always been fear about
paying the right price. For a layman,
it’s not easy to assess the quality,
for a little difference here and there
can change the price. But, after a
few weeks of research and comparing the prices on the internet and at
jewellers, we gained confidence,”
she says.
At the basics of evaluating a diamond are the ‘four Cs’ — colour, clarity, cut and carat weight. “The prices,
however, can still change, depending on many aspects such as symmetry, fluorescence and depth.
That’s why a person should opt
for a diamond that is certified
by a reputed third-party body such
as Gemological Institute of America
or International Gemological
Institute,” says Jignesh Mehta, managing director, Divine Solitaires. The
certification will ensure the buyer
gets the stated colour and clarity.
FOUR Cs
Colour: For the vast majority of
untrained observers, it is difficult to
distinguish the colour grade in diamonds, unless these are seen side
by side in a controlled environment.
The smaller the stone, the more difficult it becomes to distinguish
colour with a naked eye. At a jewellery shop, the lighting and illumination makes it more difficult.
For example, the best diamonds
are considered to be colourless. But,
within these, there are three classifications — D, E, and F. This is where
the certification comes handy. The
grading varies from colourless to diamonds with a yellow tinge. There’s
also high demand for pink diamonds, rare and more expensive.
Tip: If you have a low budget and
opt for a diamond less than one

JEHANGIR GAI
Dinesh Chandra Porwal owned a
truck, insured with New India
Assurance for ~3.15 lakh with
unlimited third-party property
damage cover. The truck was being
driven from Sonepat to Daman by
Surinder Singh, who held a licence
renewed by the regional transport
office (RTO), Ajmer, valid from
March 30, 2000 to March 29, 2003.

PRIYAM DAGA
Founder Director, Auric Institute of
Jewellery Design & Gemological Lab
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carat, opting for colour grades G to J
can help bring down the cost by
around 20 per cent. These will also
appear as colourless as the highest
graded diamond.
Clarity: This is a measure of internal
defects of a stone, called as inclusions. These can be crystals of a foreign material or other structural
imperfections. As in case of colour, a
diamond with lower clarity can
appear to be flawless to a naked eye.
Tip: The topmost scale for clarity of
a diamond is FL (flawless). Then
comes IF (internally flawless), then
VVS1 and VVS2 (very very slightly
included). Depending on the budget, buyers can opt for the latter or
even a grade lower. If a person is opting for a higher colour scale, opting
for a lower clarity grade would still
make the diamond look beautiful.
Carat: This measures the mass of a
diamond. The value increases exponentially in relation to carat weight,
since larger diamonds are both rarer and more desirable.
Tip: Calvin John, vice-president
(offline marketing) at CaratLane,
says most of the diamonds sold are

En route, it had an accident at
Ambamana in Udaipur district on
October 5, 2000. A police complaint
was lodged and the insurance company intimated.
The repair charges were ~1.75
lakh. Porwal claimed this amount
from the insurance company. A surveyor was appointed but the claim
was not settled. Alleging this to be a
deficiency in service, Porwal filed a
complaint before the District Forum,
seeking reimbursement of the repair
charges along with interest.
The company contested the
case, contending the claim was not
payable as Surinder Singh did not
hold a valid driving licence. The
company stated the licence
showed it had purportedly been
originally issued at Guwahati in
Assam but that RTO had denied
having issued any such licence. It
had subsequently been renewed
by the Ajmer Transport Authority,
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around one carat. “If a person opts
for a slightly lower carat, say 0.97
rather than 1, he or she can save up
to 35 per cent. At the same time,
visually, there will be no difference
between the two,” he says. This can
also be applied to other popular
carat weights such as 0.5 and 0.75.
Cut: This is all about the craftsmanship, as diamonds don’t show their
beauty as rough stones. Instead,
they must be cut and polished to
exhibit the ‘fire’, ‘scintillation’ and
‘brightness’. A well-cut diamond can
easily make up for the lower scales in
clarity and colour. The cut of a diamond determines its ability to
reflect and refract light. A number of
factors, including proportion, symmetry, and the angles of various
facets, are determined by the quality of the cut.
Tip: Jewellers tend to use these terms
loosely. Stick to the scaling of independent third-party certifications.
Opt for a cut that is excellent or good.
Investing
Many companies are also promoting diamonds for investments. For

Ajmer. The insurance company
claimed that since the original
licence was fake, its subsequent
renewal would not make it genuine. So, Singh was not entitled to
drive the truck. Hence the claim
had been correctly rejected.
The District Forum allowed the
complaint and directed the insurance company to pay ~1.75 lakh with
nine per cent interest and ~10,000
towards costs. The insurance company challenged this order, but its
appeal was dismissed by the Delhi
State Commission.
The insurance company, then,
filed a petition before the National
Commission, contending the
renewal of a fake driving licence
would not make it genuine and the
claim was rightly rejected.
The Commission observed the
issue to be decided was whether
renewal of fake driving licence
would make it a genuine one. Also,
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instance, to boost buyer confidence,
companies such as Divine Solitaires
have started their own price index. It
publishes revised rates of diamonds
every month. If the buyer wants to
resell, the company claims the jeweller must give at least 90 per cent of
the diamond value shown in the
index. If the jeweller will not, the
buyer can approach the company
directly. But, experts suggest, retail
investors should not look at diamonds as an investment instrument. That’s because determining
the quality of a diamond is difficult,
unlike that of precious metals such
as gold and silver. There aren’t any
formal markets either that one can
look at to exit their investment.
After a person purchases a diamond, ensure the serial number in
the certificate is also inscribed on
the diamond. Experts say the buyer
should not compromise on the certification and go for the one that
charges a lower fee. “There are local
certifying labs but they can succumb
to the jewellers’ pressure and give a
slightly higher rating than what the
diamond deserves,” says John.

If a person opts for a diamond
with slightly lower carat, he can
save a lot. One can look at carat
weights such as 0.97 or 1.45
rather than one carat or 1.5 carat.
There are at least 10
different popular cuts today,
which include round, princess,
heart, and emerald. It makes
more sense to go for a round
brilliant cut, especially if
someone is buying for
investment. These have better
resale value. Also, investors
should go for diamonds with
higher carat weight. Investors
should buy a diamond of one
carat rather than four small
ones of 0.25 carat. Small ones great for jewellery - don’t have
a resale value. To find the
worth of diamonds in your
kitty, refer to the Rapaport
Diamond Report, the jewellery
industry standard for pricing of
diamonds. It’s published
weekly.If you are planning to
buy stones for jewellery, always
buy diamonds and
gold/platinum separately.
GIA and IGI are the most
popular certifications in the
market. The corresponding serial
number of the certificate is
laser-inscribed on the diamond.
Using it, the person gets
diamond details even on
internet. Don’t ever go for
certification that jewellers issue.
Diamonds don’t fade but
they might start losing lustre or
seem yellow. This is because of
dirt. The owner should take it to
a reputed jeweller who can
treat the diamonds with an
ultrasonic cleaner.

Avg price (~/sq ft)

Avg unit size (sq ft)

4,161
3,396
3,034
3,943
3,772

1,530
1,894
1,857
2,040
1,845

3,618
3,627
4,034
4,676
4,500

2,175
1,753
1,687
1,624
1,742

4,088
6,408
3,941
3,800

1,620
1,325
1,397
1,847

3,161
3,500
4,000
3,700

2,123
2,192
1,360
1,625

COIMBATORE
Saravanampatty
Vadvalli
Trichy Road
Ramanathapuram
PN Pudur

NAGPUR
Wathoda
Sneh Nagar
Somalwada
Kamptee Road

VISAKHAPATNAM
Madhurawada
Yendada
Murali Nagar
Gajuwaka

Notes: ·
· Ticket price range considered for the above data points is between ~50 lakh and ~1 crore
· All the data points discussed in the above table refer to the primary market only
· Above residential data set comprises residential apartments only
· Above residential data is representative of organised real estate developers only
· The top performing micromarkets based on sales during last year (Aug-2014 to Jul-2015)
is represented on the above table
· Data points are updated till July 2015
Source: PropEquity

due consideration would have to be
given to whether there was any wilful breach of the policy conditions
by the owner. While deciding these,
the Commission considered the
judgment of the Supreme Court in
United India Insurance Company
v/s Davinder Singh, where it had
been observed that third-party
insurance is mandatory as a social
obligation under the Motor Vehicles
Act, while insurance for own damage is optional. So, a distinction
would have to be drawn between
third-party claims and own damage claims.
In respect of third-party claims,
the Commission held that in case of
a fake licence, the insurance company has to prove the insured was
guilty of negligence and failed to
exercise reasonable care in the matter of fulfilling the policy conditions
regarding the use of vehicle by a
duly licensed driver. This would not

be applicable to own damage claims.
The Commission also considered
the observations of the Supreme
Court in New India Assurance
Company Ltd v/s Kamla Devi that a
fake licence cannot get its forgery
stripped off merely because some
officer renews it without knowing
that it is a forged one. No licensing
authority has the power to renew a
fake licence. So, a renewal cannot
transform a fake licence into genuine one.
Accordingly, by an order of
October 20, 2015, the National
Commission’s Bench of V B Gupta
and Prem Narain allowed the insurance company’s petition and set
aside the orders of the District
Forum and State Commission, saying the insurance company was justified in repudiating the claim as the
licence was a forged one.
The author is a consumer activist

MUTUAL FUND
Nimesh Shah, Managing Director & Chief Executive Officer, ICICI Prudential Asset Management
Company, answers your questions

Business Standard brings you a snapshot of
average current rates and unit sizes in
localities that offer property in a price range of
~50 lakh-1 crore. Ifyou are looking atbuying real
estate and your budgetfalls within this range, an
idea aboutprevailing rates would come handy

AHMEDABAD

RATING

~16.20 lakh

7/10

Manish works as a software engineer with an information
technology company. His wife, Vrinda, works in the accounts
department of a non-banking finance company. They have
been diligent and handled their finances well. They want to
plan for their children’s education, followed by marriage,
and their own retirement.

BUDGET: ~50 lakh to ~1 crore

Prahlad Nagar
Jagatpur
Gota
Science City Road
Sola Village

NET ANNUAL INCOME

Pune
>STATUS & GOALS

Genuine renewal of fake licence doesn’t make it valid

CONSUMER IS KING

RESIDE IN

can we get it back?

NIMESH SHAH
If I switch from my existing equity
mutual fund (MF) scheme, which I
have held for three years and move
to another scheme in the same
fund, will I have to pay tax?

Equity investing offers the benefit of
tax-free returns if the holding period
is greater than a year. Since you have
held your investment in an equity
MF for more than a year, you will
enjoy tax-free returns. Having mentioned that, staying invested for the
long term helps create better wealth.
After my father passed away, we
found he had invested some
money in a fund house that no
longer exists, as it was merged
with another. We don’t know what
has happened to that money. How

When a scheme gets merged into
another, the first scheme ceases to
exist. The board of directors of the
asset management company and
trustee company take adequate steps
to ensure investors’ interests are protected. Also, MFs provide intimation
well in advance of the merger date.
Units from the surviving scheme
would have been allotted to the
investor equivalent to the investment
value. You need to contact the fund
house with which the first scheme
has merged to seek details of your
investment and its value.
As a co-operative housing society,
all our investments are currently
in co-operative bank deposits. Can
we invest in debt MFs?

Yes, a co-operative housing society
can invest in MFs, depending on the
investment objective. For example, if
the purpose is a short-term one, such
as taking care of society maintenance
and repairs, it makes sense to invest in
a debt fund with high liquidity and
low risk, such as liquid funds. For a
longer investment horizon, one can
look at income or duration funds. You
can simply invest through any financial intermediary or any branch of the
MF company or investor centres.

What is the difference between
equity funds and equity income
funds?

Equity funds purely invest in equity
and equity-related instruments.
Equity income funds invest 20-40 per
cent (net exposure level) in equity and
equity-related instruments to grow
the portfolio and derivatives to take
advantage of arbitrage opportunities;
the remaining is invested in debt to
generate regular income. Both categories ensure tax efficiency when held
for more than a year, as equity and
equity-related instruments constitute
65 per cent of the portfolio. It is important for an investor to understand the
investment risk profile, based on
which one could decide the asset allocation (how much of one’s wealth
should be invested in which asset
class). For conservative investors,
equity income funds are a suitable
investment solution that aims to provide a long-term wealth creation solution with equity and relative stability
with debt, along with tax efficiency.
However, investors with a good
appetite for risk could make a larger
allocation towards equity funds.
The views expressed are expert’s
own. Send your queries to
yourmoney@bsmail.in

Basic expenses (~)
Household
Home loan
Children’s education
Insurance premium
Total

Per month (~)
29,000
44,068
7,000
8,417
88,485

Monthly income: ~1,35,000

Annual (~)
3,48,000
5,28,814
84,000
1,01,000
10,61,814

Net monthly surplus: ~46,515

>GOALS
MANASI’S COLLEGE &
POST-GRADUATION

MANAV’S COLLEGE &
POST-GRADUATION

(2027-2031) (Inflation 9%)

(2030-2034) (Inflation 9%)

Present cost:

Future value:

Present cost:

~17.50 lakh

~70 lakh

~17.50 lakh ~93 lakh

Future value:

MANASI’S & MANAV’S MARRIAGE
(2034 & 2037) (Inflation 9%)
Present cost:

Future value:

~10 lakh each

~51 lakh and 67 lakh, respectively

RETIREMENT PLANNING
(2035) (Inflation 8%)
Present expenses:

~3. 59 lakh

Future annual
expenses:

Corpus
required:

~14.86 lakh

~3.19 crore

Assets

Savings account
Fixed deposits
EPF
PPF
Equity mutual funds
Self-occupied
property
Net worth

~

3,16,000
4,75,000
6,34,000
2,46,000
3,87,000
1,20,00,000
1,40,58,000
1,09,58,000

Liabilities

Home loan

~

31,00,000

31,00,000

>FINDINGS
EMERGENCY FUND: Adequate funds maintained in savings
account and fixed deposit for any emergency.
LIFE INSURANCE: Manish is covered for ~85 lakh through
term and traditional insurance, while Vrinda is covered for
~25 lakh through term and Ulip (unit-linked insurance plan)
policies. Manish is underinsured.
HEALTH INSURANCE: The family is covered by the couple’s
employee health insurance for ~3 lakh each. They also have
a separate health insurance floater cover of ~5 lakh.
INVESTMENTS: Very well-diversified portfolio, with a small
equity allocation.
LIABILITIES: Servicing a home loan, with a balance due of
~28 lakh.

>RECOMMENDATIONS
EMERGENCY FUND: They need to maintain ~1.5 lakh in a flexi

fixed deposit account. The rest of the savings account
balance can be maintained in liquid funds.
LIFE INSURANCE: Manish needs to take an additional cover
of ~1.2 crore for a term of 20 years. The premium will be
approximately ~20,000.
HEALTH INSURANCE: Present health cover is adequate.

>PLANNING FOR GOALS
MANASI’S & MANAV’S COLLEGE & POST-GRADUATION
(2027 – 2034) : Systematic investment plans (SIPs) of ~15,000
and ~13,000, respectively, need to be invested in large-cap
and multi-cap funds for 16 and 19 years, respectively.
Annual rate of return assumed: 12% post tax in above
mutual funds portfolio
MANASI’S & MANAV’S MARRIAGE (2034 & 2037): SIPs of
~6,000 and 5,000, respectively, need to be invested in
multi-cap and mid-cap funds for 19 and 22 years,
respectively.
Annual rate of return assumed: 12% on this mutual funds
portfolio.
RETIREMENT PLANNING (2035) : The couple’s Employees'
Provident Fund (EPF) and Public Provident Fund (PPF) will be
worth ~1.43 crore and ~63 lakh, respectively, at retirement,
assuming investment of ~1 lakh in PPF every year. The
present equity funds will be worth ~42 lakh. For the
shortfall, SIPs of ~7,000 need to be invested in a ratio of
70 per cent and 30 per cent in equity and debt mutual funds
portfolio, respectively.
Annual rate of return assumed: 8% in EPF and PPF, 11% on
the mutual funds portfolio.
Plan by Steven Fernandes, certified financial planner, chief planner,
Proficient Financial Planners

TIPPING POINT
How to load cash in
a mobile wallet or
recharge it?
After creating a mobile
wallet, you can load cash
by net banking, for which
you have to fill a form
and give it to your bank.
You can also load the
wallet by using a debit
or credit card, using the
payments options in your
mobile wallet. It can
be re-charged the
same way.

Can it be done at a store?
Yes, if your mobile wallet provider has physical outlets.
Then, you can pay cash at the outlet and it will be loaded
into the wallet.

