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decision whether to opt for a 
Zero Dep cover or not depends 
on key considerations. 

If the car is well-maintained 
and free from any major wear 
and tear, the coverage might 
still provide good value. 

However, for older or heav-
ily used vehicles with frequent 
repair requirements might not 
be as beneficial, and therefore 
one could opt out. 

Also note that the premium 
costs also play a significant role 
as the price of Zero Dep cover 
increases with the car’s age, 
potentially making it expen-
sive for a 5-year-old vehicle. 

It’s, therefore, important to 

assess whether the additional 
premium fits your budget and 
offsets potential repair costs.

Driving habits is yet another 
factor you must consider if you 
happen to consider a zerop 
dep cover. For instance, if you 
frequently drive in high-risk 
areas or use your car exten-
sively, or on long routes, Zero 
Dep cover could offer some 
peace of mind by covering 
costly repairs. 

However, on the other hand 
if you happen to rarely use 
your car or drive in low-risk 
environments, this coverage 
might not as be essential. 

Additionally, some insurers 
restrict Zero Dep cover to cars 
below a certain age, often 5 
years, so checking your car’s 
eligibility is crucial.

Anil Poste

anilkumar.poste@livemint.com

MUMBAI

T
he Banking Laws (Amend-
ment) Bill, 2024, which 
allows bank account hold-
ers to have up to four nomi-
nees, marks a significant 

shift in how money invested in bank-
ing products by an individual can be 
managed and distributed after the 
person's demise. 

The bill, passed by the Lok Sabha on 
3 December, says nominees are only 
custodians and safekeepers represent-
ing the beneficiaries (if there is a testa-
mentary document like Will/Trust 
deed) and heirs (in the absence of a tes-
tamentary document). They are not 
owners. But nomination is important 
as it aids the process of inheritance.

Rajat Dutta, founder of Inheritance 
Needs, said this change is aimed at 
providing opportunities to family 
members of the deceased to ensure 
ease in the claim process. 

Mint compares the new bill to previ-
ous regulations and its benefits.

Existing regulations
The existing rules allow savings 

account and fixed deposit holders to 
register only one nominee. However, 
people could have two nominees in 
the case of a jointly held vault (locker). 

The amendment addresses the 
issue of unclaimed funds in the bank-
ing system. “Managing unclaimed 
money is a burden on the financial sys-
tem. The amendment will curb the 
asset flow to the DEAF and ensure they 
reach the family of the deceased (heirs 
or beneficiaries)," Dutta said.

For example, if earlier Mr A’s   
spouse was the sole nominee, she 
would receive the funds on his demise. 
However, if his spouse predeceased 
him, the nomination would be invalid.  
If Mr A had a Will, the claimant would 
need to prove its legitimacy. In the 
absence of a Will, the court would 
identify the heirs and their shares.

In case of no claim or resolution, Mr 
A's assets would move to the Reserve 
Bank of India's (RBI's) Depositor Edu-
cation and Awareness Fund (DEAF). 

Established in 2014, it houses 
unclaimed balances from accounts 
inactive for over 10 years. 

The proposed changes
These allow up to four nominees for 

bank accounts and fixed deposits, with 
two options: Joint nomination and 
successive nomination.

Joint nomination: This option 
enables account holders to assign a 
specific percentage of entitlement to 
each nominee (up to four). If no per-
centage is specified, shares are pre-

sumed to be equal. For example, if Mr 
A nominates his mother, wife, son and 
daughter, he can allocate specific 
ratios such as 50:30:10:10. 

If his mother is deceased, then her  
50% will be distributed to his spouse, 
his son, and his daughter in the ratio of 
30:10:10. Thus, the derived distribu-
tion to be followed by the bank among 
surviving nominees would be: Wife 
40%, son 30%, and daughter 30%.  

Successive nomination: This 
provides a clear chain among nomi-

Take, for example, the case of Mr B, 
a senior citizen who is under elderly 
care and his only daughter is married 
and settled overseas. As of now, Mr B 
has named his daughter the sole nomi-
nee. The new amendment gives Mr B 
the flexibility to name his caretaker a 
joint nominee at 5% and his daughter 
at 95%. With this, Mr B is securing 
himself against any possible malprac-
tice upon his demise.

The importance of testamen-
tary documents 

While the amendments empower 
account holders with robust nomina-
tion options, Wills remain the ultimate 
document of authority. As Dutta said, 
“Nominees are not owners but custo-
dians of the heirs or beneficiaries.” 

If a Will specifies a beneficiary dif-
ferent from the nominee, the nominee 
is legally bound to transfer the assets to 
the Will’s beneficiary. For instance, if 
Mr A names his caretaker as the nomi-
nee for his bank account but specifies 
in his Will that the funds should go to 
his son, the caretaker is legally obli-
gated to transfer the funds to the son as 
per the Will. If the nominee fails to 
hand over the assets, the heirs can seek 
legal recourse.  

In cases where no Will exists, the 
inheritance will follow the applicable 
succession laws. 

Need for uniform rules
Dutta pointed out the importance of 

adopting uniform nomination rules 
across all financial products like bank 
products, mutual funds, life insurance 
policies, and demat accounts. 

He said a standardized approach to 
nominations would simplify the 
inheritance processes, making it eas-
ier for heirs to claim assets while also 
reducing the administrative burden 
on each of the counterparties, i.e., 
banks, asset management companies, 
insurance companies, etc.

How the proposed banking law 
amendments would affect you

New rules are aimed at easing claim process for the bereaved family and reduce unclaimed funds in the system

Personal loans are a way to use tomorrow’s income today, and the process involved 
is simple. But you must note that the interest rates are much higher than, say, for a 

car loan. This is because personal loans are unsecured loans. This means that the loan 
is not backed by any asset. The loan amount and interest rate depend on parameters 
such as your income, existing credit, repayment capacity, and others. As personal loans 
come with high interest rates, continuous default will put you on a downward spiral. 
Here are some of the lowest personal loan interest rates offered by various banks.

Loan amount: !1 lakh; tenure: 5 years

Lender
Interest 
rate (%)

EMI 
(!)

Processing fee

Union Bank of India 9.30-13.40 2,090-2,296 Up to 1%; Nil for women professionals

Bank of Maharashtra 10-12.80 2,125-2,265 1% + GST 

Indian Bank 10-11.40 2,125-2,194 1% (Max ₹10,000); Nil for Govt/PSU Employees

Bank of Baroda 10.60-18.75 2,154-2,580 Nil under Festive Offer

Bank of India 10.85-14.85 2,167-2,371 Min ₹1,000 and Max ₹10,000

Indian Overseas Bank 10.85-13 2,167-2,275 0.40% to 0.75% 

HDFC Bank 10.85-24 2,167-2,877 Up to ₹6,500

ICICI Bank Ltd. 10.85-16.25 2,167-2,445 Up to 2% 

Karnataka Bank Ltd. 10.93-13.43 2,171-2,297 0.25% (Min ₹250)

Canara Bank 10.95-16.25 2,172-2,445 0.50%, (Min ₹1,000 + GST | Max ₹5,000 + GST) *

UCO Bank 10.95-13.95                                                           2,172-2,324 1% (Min ₹750)

Kotak Mahindra Bank 10.99-16.99 2,174-2,485 Up to 5% + taxes

IDBI Bank Limited 11-15.50 2,174-2,405 1% (Min ₹2,500) + taxes

Punjab & Sind Bank 11.25-14 2,187-2,327 0.50% to 1% + GST

Axis Bank 11.25-22 2,187-2,649 Up to 2% + GST

Data as on 04 December 2024, as per banks’ websites. The EMI range is indicative and calculated on the basis of interest rate range. In an actual situation, it 
may include other fees and charges. The interest rates are for salaried individuals and pensioners for unsecured personal loan. Actual applicable interest rate 
may vary based on the credit profile, loan amount, tenure, company you work for and as per bank’s discretion. *shall be collected till 31.12.2024

MyMoneyMantra.com & bank websitesSATISH KUMAR/MINT

What a personal loan costs you

We welcome your views and comments at

mintmoney@livemint.com

MARGIN TRADING: 

TAX RULES AND 

BENEFITS DECODED

M
argin trading facility (MTF) is a powerful financial tool, 
wherein the investor pays an initial margin, a percentage 
of the transaction value, while the broker extends a loan 

for the remaining amount to purchase stocks. The broker holds 
the units as security, and charges interest. The nature of tax treat-
ment also depends on the type of income generated, and is cate-
gorized as follows:

Equity or equity-oriented MFs: If the securities purchased 
on a recognized stock exchange using MTF are sold within 12 
months, the profit is treated as short-term capital gains (STCG), 
and is taxable at 20%. If the securities are held for more than 12 
months, the profit qualifies as long-term capital gain (LTCG). If 
LTCG exceeds ₹1,25,000 in a fiscal year it is taxed at 12.5% with-
out indexation benefits under Section 112A.

Business income: For frequent traders or those treating trad-
ing as a business, income from MTF transactions is classified as 
business income and is taxed at applicable income tax slab.

Debt-oriented funds: Under Section 50AA, gains from debt 
MFs are classified as short-term, regardless of the holding period, 
and are taxed according to the individual's income tax slab rate.

Deduction for interests paid on margin funding
A key aspect of MTF is interest paid to the broker on the bor-

rowed amount and depends on whether the income from MTF 
transactions is categorized as capital gains or business income.

Deduction for capital gains: The deductibility of interest on 
borrowed capital for capital gains is unresolved. While interest 
costs on borrowed funds are capped at 20% of dividend income, 
the Income Tax Act does not allow deducting interest from capi-
tal gains.Courts have sometimes allowed taxpayers to include 
interest expenses in the acquisition cost, reducing taxable gains. 
However, the I-T department often challenges such orders, disal-

lowing deductions. Considering rising 
popularity of MTF, it is anticipated that 
the I-T department will issue clarifica-
tions on treating interest costs associ-
ated with such transactions.

Deduction for business income: 
For traders treating MTF transactions 
as business activities, interest on mar-
gin funding is deductible as a business 
expense. Section 36(1)(iii) allows the 

deduction of interest on capital borrowed for business.
Tax on MTF transaction loss: Losses incurred from MTF 

transactions is classified into capital or business losses based on 
the nature of the trading activity. Short-term capital loss (STCL) 
can be set off against STCG and LTCG in a financial year.Long-
term capital loss (LTCL) can be set off only against LTCG. Unused 
STCL and LTCL can be carried forward for eight assessment 
years, and set off against future capital gains.

Business loss: Business losses from MTF transactions can be 
set off against income from any other source, except salary, in the 
same year. Unabsorbed business losses can be carried forward for 
eight years and set off only against business income.

Compliance and reporting requirements
Maintening records: Taxpayers should note that expenses, 

including interest, can be claimed at the time of selling the capital 
asset. Records of MTF transactions, including interest payments, 
brokerage charges, and stock details, must be maintained for 
accurate computation and claiming the applicable deductions.

Filing of tax return: Gains and losses from MTF transactions 
must be reported under the appropriate income head in the 
income tax return (ITR) form. ITR-2 is used for reporting capital 
gains, while ITR-3 is required for business income.

While MTF could increase your purchasing power, it carries 
the inherent risk of magnifying losses, as any depreciation in the 
stock value could lead to higher financial liabilities for the inves-
tors. Taxability of MTF hinges on the classification of the income 
generated and the treatment of associated expenses.

While MTF could be a lucrative tool for investors seeking to 
maximize returns, it requires careful financial planning and com-
pliance with the tax regulations.

Neeraj Agarwala is a partner at Nangia & Co. Llp. Neetu 
Brahma, a consultant at the firm, contributed to this column.

MTF offers 
potential for 
higher returns, 
but demands 
planning and 
tax compliance

PTI

feedback@livemint.com

A
fter heavy selling in the 
past two months, for-
eign investors staged a 

strong comeback to Indian 
equities with a net investment 
of ₹24,454 crore in the first 
week of December amid stabi-
lising global conditions and 
expectations of a potential US 
Federal Reserve rate cuts.

This revival follows signifi-
cant outflows in the preceding 

months, with foreign portfolio 
investors (FPIs) pulling out a 
net ₹21,612 crore in November 
and a massive ₹94,017 crore in 
October—the worst monthly 
outflow on record.

Interestingly, September 
marked a nine-month high for 
FPI inflows, with a net invest-
ment of ₹57,724 crore, high-
lighting the volatility in for-
eign investment trends.

With the latest inflows, FPI 
investments in 2024 reached 
₹9,435 crore so far, data with 

the depositories showed.
Looking ahead, flow of for-

eign investments into Indian 
equities will hinge on key fac-
tors. like the policies imple-
mented under Donald 
Trump’s presidency, the pre-
vailing inflation and interest 
rate environment, and evolv-
ing geopolitical landscape, 
Himanshu Srivastava, associ-
ate director, manager 
research, Morningstar Invest-
ment Research India, said. 
Additionally, third-quarter 

earnings performance of 
Indian firms and its economic 
growth will play a 
crucial role in 
shaping investor 
sentiment and 
influence foreign 
inflows, he said.

According to 
data with the 
depositories, FPIs 
invested ₹24,454 
crore this month 
(till 6 December). Trivesh D, 
COO, Tradejini, a stock trad-

ing platform, attributed the 
inflow to improving global 

conditions and 
the possibility of 
US Fed rate cuts. 
Also, the recent 
corrections in the 
market could 
have prompted 
FPIs to build 
some exposure, 
he added.

Besides, uncer-
tainty over Chinese equities on 
the back of proposed tariffs by 

US President-elect Trump on 
China and other nations could 
have prompted FPIs to look 
back at India, that offer much 
clearer long-term growth 
prospects, despite relatively 
high valuations, he added.

V.K. Vijayakumar, chief 
investment strategist, Geojit 
Financial Services, said the 
shift in FPI strategy is evident 
in the stock price movements, 
especially in large-cap bank-
ing stocks, where FPIs have 
been selling.

FPIs return to Indian equities with ₹24,454 cr inflow in Dec 

FPIs withdrew 
₹142 crore from 
the debt general 

limit and invested 
₹355 crore in the 
VRR during the 
review period

nees. The first nominee inherits 100% 
of the assets. If the first nominee is no 
longer alive, the second gets priority, 
followed by the third, and so on. This 
aids in easing the cash flow require-
ments of the bereaved family pending 
implementation of the Will or the res-
olution as per the succession law. 

“Although a Will overrides nomina-
tions, the new rules ensure quicker 
access to funds for the bereaved fam-
ily,” Dutta said, adding that the change 
is a “boon for the struggling elderly”.  

Understanding the new bank nomination amendment
The recently proposed amendment now allows you to have 4 nominations in your bank.

What was the previous rule?
Bank accounts (savings/fixed deposits/recurring deposits):
Only 1 nominee allowed.

Bank accounts: Up to 4 nominees, with 2 options:

Joint nomination: Assign specific ratio (example, 50% to wife, 
30% to son, 20% to daughter).

Successive nomination: Assets pass to the next nominee if the 
previous nominee is deceased (example, wife  son  daughter).

Current issue: Different formats 
across financial assets.

Need for uniform 
nomination rules

What does the amendment say?

Nominees allowed

3

3

3

4

Solution:
 Standardize nominations across all 
products.

 Uniform rules will streamline 
inheritance and asset transfer to heirs.

CASE STUDY

Previous rule

New rule: Mr. A appoints 3 nominees: his wife, 
son and daughter.

Option 1:
Successive nomination:

If Mr. A passes away, the 
wife inherits 100% of the 
assets.

If the wife is not alive, the 
son inherits. If both are 
deceased, the daughter 
inherits.

Option 2:
Joint nomination:

Assets are divided as 
per the specified ratio:
Wife (50%), son (25%), 
daughter (25%)
If a nominee dies, his or her share will 
be redistributed according to the 
applicable ratios.

Mr. A has a 
bank account 
with 1 nominee 
(his son).

Mr. A passes 
away, but his son 
passed away 
years earlier.

The bank cannot release 
funds easily, causing legal 
disputes and delays for 
the family.

 Assets couldn’t be transferred if the nominee predeceased 
the account holder.

 Legal delays arose without a secondary nominee or will.

 Unclaimed assets were transferred to DEAF* after 10 years.

 Caused family disputes and confusion.

Problems with previous rules: Single nominee

Asset

MF

Demat

Insurance 

Bank

*DEAF: Depositor Education and 
Awareness Fund
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Shilpa Arora

I bought a car in 2019 and 
had taken insurance with 
New India company. I came 
across the add on coverage 
of zero dep while renewing 
my policy. Is it beneficial to 
opt for the add on cover for 
a 5 year-old-car?

—Name withheld on request

Opting for a zero deprecia-
tion (Zero Dep) cover for a 
5-year-old car can be benefi-
cial in certain situations, but it 
largely depends on factors 
such as the car’s condition, 
usage patterns, and the cost of 
the add-on. 

Zero Dep coverage ensures 
that you receive the full cost of 
repairs or replacements for 
damaged parts during a claim, 
without factoring in the vehi-
cles’ depreciation. 

For instance, without Zero 
Dep, the claim amount equals 
the replacement cost minus 
depreciation, while with Zero 
Dep, the claim amount covers 
the full replacement cost. 

This add-on is especially 
advantageous for newer vehi-
cles or cars that typically have 
higher repair cost, minimizing 
out-of-pocket expenses.

For your 5-year-old car, the 

Besides, future resale plans 
should also influence the deci-
sion. If your car has significant 
depreciation or you plan to sell 
it soon, the cost of a Zero Dep 
cover might not yield suffi-
cient returns. 

However, if your car is in an 
excellent condition and you 
intend to use it for several 
more years, Zero Dep can cer-
tainly help minimise present 
and future repair expenses and 
provide financial security.

Considering all of the 
above, to make an informed 
choice, consider your car’s 
condition, driving habits, and 
financial priorities. Compare 
the policy premiums with and 
without a Zero Dep cover, and 
if needed, request a cost-ben-
efit analysis from your insurer 
which is tailored to your car’s 
specifics. 

This assessment can help 
you decide whether Zero Dep 
cover aligns with your needs 
and offers value for its cost.

Shilpa Arora, co-founder & 
COO, Insurance Samadhan

Decoding Zero Dep coverage for older cars
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