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About Capitex

Powering Modern Finance.

Capitex is a full-service wealth consultancy helping individuals and families build, grow, and protect
capital through disciplined investment planning, market-linked strategies, and personalised advisory.
The firm positions itself as one of India's emerging investing platforms, working with clients on goal-
based planning across mutual funds, systematic investment plans, fixed deposits, and broader capital

and growth planning services.

This book reflects the same underlying philosophy that shapes Capitex's advisory work: that good
financial decisions come from understanding, not from complexity or urgency. Rather than pushing any
single product, this guide is designed to help readers ask sharper questions of their own finances — the
fixed deposits they already hold, the mutual funds they may be considering, and the plans they choose

along the way.

WHAT CAPITEX FOCUSES ON
[] Goal-based investment planning for individuals and families
1 Market-linked strategies suited to different time horizons and risk profiles

1 Mutual fund and SIP advisory, including plan selection and portfolio review

1 Ongoing, personalized guidance rather than one-time product sales
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Introduction

The fixed deposit built the financial confidence of an entire generation. It may also be quietly

limiting the next one.

For decades, the fixed deposit has been the default answer to a very reasonable question: where do |
put my money so it doesn't disappear? It is simple to open, backed by a bank, easy to explain to family,
and free of the volatility that makes market-linked investments feel uncomfortable. None of that is

wrong. The FD has genuinely earned its place in Indian household finance.

This guide is not an argument against fixed deposits. It is an argument for understanding exactly what
an FD does well, what it does not do at all, and where the gap between the two has been quietly costing
disciplined savers real purchasing power for years. That gap has a name in this book: the FD Trap. It is
the comfortable feeling of safety that hides a slower, less visible risk — the risk of your money growing

more slowly than the cost of living around it.

4+ KEY INSIGHT

A fixed deposit protects your principal from market volatility. It does not protect your purchasing power
from inflation. These are two different jobs, and most savers only ask an FD to do the first one.

Most people who rely heavily on FDs are not making a mistake of effort. They are diligent savers who
set money aside every month, renew their deposits on time, and avoid the temptation to spend. The
mistake, if there is one, is a mistake of information — not knowing how direct and regular mutual fund
plans differ, not knowing how to read a factsheet, not knowing when a fund should be exited and when

it should simply be left alone. This book exists to close that information gap in plain language.

Who This Guide Is For
e Salaried professionals who save consistently but have never looked beyond a savings account
or FD.

e First-time investors who feel overwhelmed by mutual fund jargon and want a clear starting

point.

e FD-loyal savers who are open to understanding alternatives without being pushed into risk

they don't understand.

e Anyone who wants to separate genuine financial safety from the comfortable feeling of

safety.
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What This Guide Will Not Do

It will not tell you to abandon fixed deposits, chase high returns, or take on risk that doesn't match your
goals or temperament. It will not recommend a specific fund, scheme, or product. What it will do is
explain the mechanics — inflation, direct versus regular plans, factsheets, exit decisions, and goal-based

planning — so that whatever you eventually choose, you choose it with clear eyes.

€ REALITY CHECK

This is educational content designed to build financial literacy. It is not personalized investment advice.
Your own decisions should account for your income, obligations, time horizon, and risk appetite, ideally
with the help of a qualified advisor.

How the Book Is Structured

Each of the seven chapters that follow can be read on its own, but together they build a complete
picture — from understanding why the FD feels safer than it is, to the mechanics of inflation, to
practical, actionable chapters on choosing mutual fund plans, reading factsheets, deciding when to exit
an investment, and finally putting together a roadmap that works for your life. Every chapter ends with

a short summary and one practical next step.
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CHAPTER 1

The Illusion of Safety

Why the fixed deposit feels safe — and why that feeling is only half the story.

CHAPTER AT A GLANCE
e \What a fixed deposit actually guarantees, and what it quietly does not
e Why the risk of an FD is invisible — it never shows up as a falling number
e Asimpleillustration of how tax and inflation erode a 'safe’ return

e Where FDs genuinely belong in a well-built financial plan

Safety and stability are not the same thing. An FD offers one. It quietly assumes you don't need
the other.

Ask most people why they keep money in a fixed deposit, and the answer arrives instantly: it's safe.
The principal is protected, the interest rate is locked in on day one, and there is no chart to watch, no
red or green number to worry about. Compared to the unpredictability of the stock market, an FD feels
like solid ground. This chapter is about understanding precisely what that solid ground protects you

from — and what it quietly leaves exposed.

What an FD Actually Guarantees

A fixed deposit is a contract with a bank or financial institution. You deposit a lump sum for a fixed
term, and in exchange the institution guarantees to return your principal along with a predetermined
rate of interest, regardless of what happens in financial markets during that period. This guarantee is
real and valuable. It protects against three specific risks:

e Market volatility — your return does not fall if stock markets fall.

e Capital loss from price fluctuation — the amount you deposited is contractually protected.

e Uncertainty about the rate of return — you know your exact return on day one, for the entire
tenure.
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What an FD Does Not Guarantee

A guarantee of a fixed number of rupees back is not the same as a guarantee of what those rupees can
buy. This is the distinction that the FD Trap hides. Prices of goods and services tend to rise over time. If
the interest an FD pays does not comfortably outpace that rise in prices, the saver technically 'wins' in

rupee terms while quietly losing in real terms — the amount their money can actually purchase shrinks.

A COMMON MISTAKE

Treating 'my money is safe' and 'my money is growing' as the same statement. Safety refers to
protection of the number in the account. Growth refers to what that number can actually buy later. An
FD is engineered to promise the first. It makes no promise about the second.

A Simple Illustration

Consider a purely illustrative example to make this concrete — not a forecast, just a way to see the
mechanics. Suppose a saver locks in a fixed deposit at a modest interest rate for a period of several
years, while the general cost of living rises at a similar or slightly lower pace over the same period. In
this scenario, taxes further reduce the interest actually kept, since FD interest is added to income and
taxed at the saver's applicable slab rate. The result is that the 'safe' return, after tax and after inflation,
can end up close to flat — or even negative in real terms — despite the account balance clearly growing

on paper.

lllustrative structure of an FD return (for explanation only, not actual rates):

Component \ Effect Direction

Stated FD interest rate The rate promised in the contract Positive

Tax on interest earned Interest is added to taxable income | Reduces return

Rise in cost of living Prices of goods and services Reduces real value
increase over time

Net real return What is left after tax and inflation Often modest or thin

4+ KEY INSIGHT

Itisn't the FD's interest rate that determines whether you're building wealth — it's the interest rate
minus taxes minus inflation. That final number is the one that decides whether your money is actually
working for you.

THE FD TRAP o CAPITEX o 7



Why the FD Feels Safer Than It Is

Human beings are wired to react to visible, immediate risks far more strongly than to slow, invisible
ones. A stock market fall is visible — it shows up as a red number on a screen the same day it happens.
Inflation erosion is invisible — it never appears as a loss on any statement. Nothing in your FD passbook
will ever say 'your purchasing power fell this year.' The number only ever goes up. This is precisely why

the risk is so easy to miss: there is no moment where it announces itself.
1. Loss aversion: A visible drop in account value feels far worse than an invisible decline in
purchasing power, even when the invisible decline is larger over time.

2. Familiarity: FDs are well understood, widely used by family and friends, and require no new

learning — which makes them feel inherently safer.

3. Absence of feedback: Because the erosion never shows up as a number going down, there is

no natural trigger that prompts a saver to question the strategy.

Where an FD Genuinely Belongs
None of this means FDs should be avoided. It means they should be used deliberately, for the jobs they

are actually suited to.

FDS ARE WELL SUITED FOR

[EEmergency funds you may need to access on short notice

[IMoney required for a specific short-term goal within one to three years
[IThe portion of a portfolio meant purely to preserve capital, not grow it

[ISavers who cannot tolerate any fluctuation in account value, for genuine peace of mind

v PRO TIP

Think of an FD as a parking space, not a growth engine. It is excellent for holding money safely for a
short period before it is needed. It was never designed to be the primary vehicle for long-term wealth
building.

Why FDs Became the Default Choice

It's worth understanding how the FD earned its dominant position in Indian household savings, because
the reasons are entirely legitimate — they simply don't automatically extend to every kind of goal.
Banks are trusted, familiar institutions with a physical presence in nearly every town. Deposit insurance
provides an additional layer of protection up to a specified limit per depositor per bank. Parents and

grandparents have relied on FDs for generations, which makes them the natural first suggestion passed
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down through families. And critically, an FD requires no ongoing decisions once opened — you deposit

the money, and the outcome is fixed from day one.

None of these are bad reasons. They are exactly why an FD remains an excellent choice for the specific
job of protecting capital you'll need soon. The trap isn't in choosing an FD — it's in never revisiting that

choice for money that has a much longer runway and a very different job to do.

The Real Question This Book Asks

The question is not 'should | stop using FDs?' The question is: for money that will not be needed for
many years — money meant to fund a child's education, a retirement, or long-term financial
independence — is a instrument designed purely to preserve capital the right tool, or does that money
deserve a strategy actually designed to grow ahead of inflation? The remaining chapters of this book

are built to help you answer that question for yourself.

4 REALITY CHECK

Every financial instrument is designed to do a specific job well. The mistake is not choosing an FD — it is
asking an FD to do a job it was never designed for.

N QUICK SUMMARY

An FD guarantees your principal and a fixed rate — but not your purchasing power.

Inflation and taxation quietly reduce the real return of an FD, often without the saver noticing.

FDs are excellent for short-term needs and emergency funds, not necessarily for long-term wealth
building.

The risk of an FD is invisible because it never shows up as a falling number — which is exactly why it's
easy to overlook.

» ACTION STEP

Look at your own FD holdings. For each one, ask: is this money meant for a need within the next one to
three years, or is it money | won't touch for five, ten, or twenty years? Sort your FDs into these two
buckets before reading further.
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CHAPTER 2

The Silent Wealth Killer

Inflation never sends a statement. It just quietly changes what your money is worth.

CHAPTER AT A GLANCE
e Why inflation is so easy to underestimate, and how it compounds over time
e The idea of 'real return' — the number that actually reflects your growth
e Why some goals, like education and healthcare, are more inflation-sensitive than others

e How to reframe any long-term goal in terms of its future cost

You don't need markets to fall for your wealth to shrink. Prices rising is enough.

Inflation is simply the rate at which the general level of prices for goods and services rises over time,
which in turn reduces the purchasing power of a fixed sum of money. It is one of the most consistently
underestimated forces in personal finance, precisely because it works so slowly and so quietly. This

chapter is about making that invisible force visible, so it can be planned for instead of ignored.

Why Inflation Is Easy to Ignore

Inflation rarely feels dramatic in the moment. A cup of tea costing a little more this year than last year
does not feel like a financial crisis. It is only when the small, gradual increases are compounded over
ten, fifteen, or twenty years that the effect becomes impossible to ignore — a goal that seemed

comfortably funded a decade ago can look meaningfully short when the actual bill arrives.

4+ KEY INSIGHT

Inflation compounds in the same way interest does — quietly, and faster than intuition suggests over
long periods. A cost that rises by a modest amount each year can nearly double within a couple of
decades.

The Compounding Effect of Rising Prices
The most useful way to internalize inflation is to stop thinking of it as a single number and start thinking
of it as a compounding force working in the opposite direction of your savings. Every year that prices

rise, the same amount of money buys a little less than it did the year before — and next year's increase
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is calculated on an already-higher base. This is precisely why a goal that is 15 or 20 years away needs

to be planned in terms of its future cost, not its cost today.

lllustrative example — how the future cost of a goal changes over time (figures are for explanation only):

Time Horizon ‘ What Happens to Cost Planning Implication

5 years Cost rises moderately Short-term instruments may be
sufficient

10 years Cost rises substantially Growth-oriented allocation

becomes important

15-20 years Cost can rise very significantly Relying only on capital-protection
tools risks a shortfall
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Real Return: The Number That Actually Matters

The concept every saver should internalise is real return — the return on an investment after
subtracting the effect of inflation (and, where relevant, taxes). A nominal return that looks attractive
on paper can translate into a real return close to zero, or even negative, once rising prices are accounted
for. This is the number that determines whether your money is genuinely growing in terms of what it

can buy, not just in terms of the digits in your account.

¢ Nominal return: the rate of return as stated by the instrument, before adjusting for anything.

e Tax-adjusted return: the nominal return reduced by whatever tax applies to that income or

gain.

e Real return: the tax-adjusted return further reduced by the rate of inflation over the same

period.

A COMMON MISTAKE

Comparing two investment options purely on their stated, nominal rates without adjusting either for tax
treatment or for inflation. Two options with the same headline number can have very different real
outcomes once both adjustments are made.

Inflation Doesn't Affect Every Goal Equally

Different categories of expenses tend to rise at different paces, and being aware of this helps with more
accurate goal planning. Everyday household expenses may rise at a broadly moderate pace. Costs like
healthcare and education, on the other hand, have historically tended to rise faster than general
inflation in many contexts, because they combine general price rises with additional pressures such as

technological advancement, specialised skill costs, and rising demand.

GOALS WORTH REASSESSING FOR INFLATION SENSITIVITY
[JA child's higher education, particularly professional or overseas courses

[Medical and healthcare costs, especially for a long retirement

[JAny large one-time future purchase, such as a home

[Retirement income needs, which may need to last several decades
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A Habit Worth Building: Thinking in Two Currencies

One practical mental model is to think of every rupee as existing in two parallel currencies: nominal
rupees, which is what your bank statement shows, and real rupees, which is what those nominal rupees
can actually purchase. A financial plan built purely in nominal terms can look perfectly healthy right up
until the goal arrives and the real-world bill turns out to be larger than expected. A plan built with real
rupees in mind from the start rarely produces that kind of surprise, because the future cost was

accounted for from day one.

This habit costs nothing to build and takes only a moment each time you set a savings target. Rather
than asking 'how much do | need to save for this goal,' the more useful question becomes 'how much
will this goal actually cost by the time | need the money, and how much do | need to save today to
reach that future number.' Chapters 3 through 7 of this book build the practical tools to answer that

second, more accurate question.

Why 'Beating Inflation' Is the Real Benchmark

For long-term goals, the right question is never simply 'is this investment safe?' It is 'does this
investment have a realistic chance of growing faster than the cost of the goal I'm funding, after tax?'
Capital-protection instruments are built to answer the safety question. Growth-oriented, market-linked
instruments — used appropriately, in proportion to your time horizon and risk appetite — are built to
answer the inflation-beating question. A well-built financial plan usually needs both, in the right

proportion for the goal and the time available.

v PRO TIP

For any long-term goal, try restating it in today's terms and then asking what it is likely to cost by the
time you need the money, using a reasonable inflation assumption. Planning against the future cost, not
today's cost, is one of the simplest ways to avoid an unpleasant surprise later.

. QUICK SUMMARY

Inflation reduces what a fixed sum of money can buy, even while the number in your account stays the
same or grows.

The effect compounds over time, making it especially significant for goals 10, 15, or 20 years away.

Real return — after tax and after inflation — is the number that actually reflects whether your wealth is
growing.
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CHAPTER 3

Beyond the FD

A map of the landscape — not a recommendation, just a clearer picture of the options.

CHAPTER AT A GLANCE
e Asimple framework for evaluating any investment: liquidity, risk, and return potential
® A broad, general comparison of common instrument categories
e What mutual funds are, in plain terms, and how equity, debt, and hybrid funds differ

e What a SIP actually is — and what it does and doesn't protect against

You don't need to understand every investment option. You need to understand the handful

that matter for your goals.

Once the limits of relying purely on fixed deposits are clear, the natural next question is: what else is
available? This chapter is a map, not a shopping list. The intention is to help you understand the broad
categories of investment avenues commonly used alongside FDs, what role each tends to play, and how

they generally compare on the dimensions that matter — not to recommend any specific product.

The Three Questions Behind Every Investment Choice
Before comparing instruments, it helps to have a consistent framework. Nearly every investment

decision comes down to three questions, and different instruments answer them differently:

e Liquidity: How quickly and easily can | access this money if | need it?

e Risk: How much could the value of this investment fluctuate, and could | lose part of my
principal?

e Return potential: What is the realistic range of growth this instrument could offer over my
time horizon?

4+ KEY INSIGHT

No single instrument scores well on all three dimensions simultaneously. High liquidity and high safety
typically come with lower return potential. Higher return potential typically comes with more
fluctuation and often a longer ideal holding period. Understanding this trade-off is the foundation of
building a sensible portfolio.
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A Broad Comparison

The table below is a general, illustrative comparison of commonly used instrument categories

exhaustive and does not account for your individual circumstances.

Instrument Category

Typical Liquidity

Typical Risk Level

Typical Role in a
Portfolio

Savings account

Very high

Very low

Day-to-day funds

Fixed deposit

Low to moderate

Very low

Short-term goals,
emergency buffer

Debt mutual funds

Moderate to high

Low to moderate

Short-to-medium term
goals

Equity mutual funds

High (with exit load
caveats)

Moderate to high

Long-term wealth
building

Systematic Investment
Plans (SIP)

Depends on underlying
fund

Depends on underlying
fund

Disciplined, long-term
investing

Direct equities

High

High

Long-term growth, needs
active involvement
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Understanding Mutual Funds in Plain Terms

A mutual fund pools money from many investors and is managed by a professional fund manager who
invests that pooled money according to a stated objective — for example, growth through equities,
stability through debt instruments, or a mix of both. Each investor owns units of the fund proportional
to their investment, and the value of those units, known as the Net Asset Value (NAV), moves with the

value of the fund's underlying holdings.

e Equity funds primarily invest in company shares and are generally suited to long-term goals

given their higher potential fluctuation.

e Debt funds primarily invest in fixed-income instruments like bonds and are generally suited to

shorter time horizons and more stability.

e Hybrid funds combine both equity and debt in varying proportions, aiming to balance growth

and stability.

What Is a SIP?

A Systematic Investment Plan, or SIP, is not a separate product — it is simply a method of investing a
fixed amount into a mutual fund at regular intervals, typically monthly, rather than investing a lump

sum all at once. It is popular for two practical reasons.

e It builds a habit of disciplined, regular investing that doesn't depend on trying to time the

market.

e It naturally averages the purchase cost of fund units over time — buying more units when
prices are lower and fewer when prices are higher — which can smooth out the impact of

short-term market fluctuations.

v PRO TIP

A SIP is a mechanism, not a guarantee of profit. Its main value is behavioural — it removes the
temptation to guess market timing and replaces it with consistency, which over long periods tends to
matter more than most people expect.

A COMMON MISTAKE

Assuming that because a SIP is 'systematic,' it automatically protects against loss. The underlying fund
can still fall in value during periods of market decline. What the SIP structure protects against is largely
emotional and behavioural — the temptation to stop investing or to try to time entries and exits.
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Why Diversification Matters Across, Not Just Within

Diversification is often discussed only in the context of a single fund — how many stocks or bonds it
holds. But diversification matters just as much across instrument categories. Holding money across a
savings account, fixed deposits, debt funds, and equity funds — in proportions matched to your goals
— means that no single category's ups or downs determines your entire financial outcome. This is
different from simply spreading money randomly; it means deliberately assigning each category a

specific job based on the framework of liquidity, risk, and return potential.

A portfolio that is entirely FDs is not diversified, even if it's spread across several banks — it is
concentrated in a single risk-and-return profile. Similarly, a portfolio that is entirely high-risk equity

funds is not diversified either. The goal is a deliberate mix, not an accidental one.

Matching Instruments to Time Horizon

A GENERAL STARTING FRAMEWORK
[IMoney needed within 1 year — prioritise very low risk, high liquidity options
[IMoney needed in 1-3 years — moderate stability, some flexibility

[IMoney needed in 3—7 years — a blend that balances growth and stability

[IMoney needed in 7+ years — greater room for growth-oriented, market-linked options, matched to
your comfort with fluctuation

4 REALITY CHECK

Time horizon is a starting point, not the whole answer. Your comfort with seeing account values
fluctuate, your other financial obligations, and your overall goals should all shape the final mix — ideally
discussed with a qualified advisor.

N QUICK SUMMARY
Every investment choice is a trade-off between liquidity, risk, and return potential — no single
instrument wins on all three.

Mutual funds pool money across investors and are professionally managed toward a stated objective.
A SIP is a disciplined method of regular investing, not a guarantee against loss.

Matching instruments to your actual time horizon is a practical starting framework for building a
sensible mix.
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CHAPTER 4

Direct vs Regular Plans

The cost you don't see — because it's never shown to you as a bill.

CHAPTER AT A GLANCE
e What actually differs between a Direct Plan and a Regular Plan of the same fund
e Why a small annual difference in Expense Ratio compounds meaningfully over time
e \When a Regular Plan's advisory service can genuinely be worth its extra cost

e How to check which plan you currently hold, and what switching involves

Two investors can buy the exact same fund and end up with meaningfully different amounts,

purely because of which plan they chose.

Every mutual fund scheme in India is legally required to offer two versions: a Direct Plan and a Regular
Plan. Both invest in exactly the same underlying securities, follow the same investment strategy, and
are managed by the same fund manager. The only structural difference between them is how they are

sold — and that single difference quietly affects your returns every single year you stay invested.

What Actually Differs Between the Two

A Regular Plan is purchased through an intermediary — a distributor, agent, or bank relationship
manager — who earns a trail commission from the fund house for bringing in and retaining your
investment. This commission is paid out of the fund's expenses, which is reflected in a higher Expense
Ratio for the Regular Plan. A Direct Plan is purchased directly from the fund house (or through platforms
that do not charge distribution commission), which removes that commission and results in a lower

Expense Ratio.

Aspect Direct Plan Regular Plan

Purchased through Directly from the fund house or a A distributor, agent, or advisor
direct platform

Distribution commission None Included, paid to the intermediary
Expense Ratio Lower Higher (by the commission
amount)
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Aspect Direct Plan Regular Plan

NAV Slightly higher, since fewer costs Slightly lower, for the same
are deducted underlying portfolio
Guidance and hand-holding Self-directed, no personal advisor Includes access to a distributor for
guidance and service

4 KEY INSIGHT

The Expense Ratio is charged as a percentage of your investment, every single year, for as long as you
stay invested — not just once. Over a long holding period, even a difference of a fraction of a
percentage point compounds into a meaningfully different final amount, purely due to the plan type,
with the underlying fund performance held constant.

Why This Difference Compounds

Because the Expense Ratio is deducted every year before the return is credited to investors, a lower
expense ratio in a Direct Plan means slightly more of the fund's gross return is passed through to the
investor, every single year. Over a short holding period, this difference is small and easy to dismiss.
Over a long holding period — the kind most long-term goals actually require — this small annual
difference compounds in the same way interest does, and the gap between the two plans widens

meaningfully purely due to costs, independent of how well the fund itself performs.

A COMMON MISTAKE

Assuming the difference between Direct and Regular plans is 'too small to matter.' Because it is
expressed as a small annual percentage, it is easy to underestimate. But like any recurring cost applied
over a long period, it compounds — and compounding costs work exactly as powerfully against you as
compounding growth works for you.

How the Expense Ratio Is Actually Deducted

It helps to understand the mechanics rather than treat the Expense Ratio as an abstract percentage.
The ratio is not billed to you separately — it is deducted daily from the fund's assets before the NAV is
calculated and published. This means you never see a line-item charge; the cost is already reflected in
the NAV you see every day. This is precisely why the cost is so easy to overlook: there is no invoice, no

debit entry, nothing that prompts a second look.

Regulatory guidelines cap the maximum expense ratio that funds can charge, and these caps generally

scale down as a fund's total assets grow, on the reasoning that larger funds benefit from economies of
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scale. This is worth knowing simply so you understand that expense ratios are a regulated, standard

mechanism across the industry — not a hidden or unusual cost specific to any one fund house.

So, Should Everyone Choose Direct Plans?

Not necessarily — and this is where nuance matters more than a blanket rule. A Regular Plan is not
simply a 'worse' product; it is a product that bundles in a service: guidance from a distributor or advisor.
For an investor who values having someone to consult, who wants help with fund selection, portfolio
review, paperwork, and behavioural discipline during volatile periods, that service has real value, and

the additional cost is the price of that service.

e If you are comfortable researching funds, tracking your portfolio, and staying disciplined
without guidance, a Direct Plan generally allows more of your money to stay invested and

working for you.

e If you prefer professional guidance, hand-holding through market volatility, or simply do not
have the time or inclination to manage this yourself, a Regular Plan may be worth its

additional cost — provided you understand what you are paying for and why.

v PRO TIP

The right question isn't 'Direct or Regular?' in the abstract. It's 'Am | paying for a service I'm actually
using and value, or am | paying it by default without realising there was a lower-cost alternative?' Either
answer can be reasonable — as long as it's a conscious choice.

How to Check Which Plan You Currently Hold

A QUICK SELF-AUDIT

[Look at your fund statement or app — the scheme name will explicitly say 'Direct Plan' or 'Regular
Plan'

[ICompare the Expense Ratio of your plan to the Direct Plan of the same scheme, available on the fund
house's factsheet or website

[JAsk yourself honestly whether you are actively using advisory or service support from whoever sold
you the Regular Plan

LJf you decide to switch from Regular to Direct, check first whether an exit load or tax event applies to
the switch
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4 REALITY CHECK

Switching from a Regular to a Direct plan of the same scheme is usually treated as a redemption and a
fresh purchase for tax purposes, and may attract an exit load depending on the scheme and holding
period. This is worth checking carefully — and ideally with a tax advisor — before switching, particularly
for large holdings.

. QUICK SUMMARY

Direct and Regular plans hold the exact same underlying portfolio — the only structural difference is
distribution cost.

That cost difference is reflected in the Expense Ratio and compounds meaningfully over long holding
periods.

Regular Plans bundle in advisory service; Direct Plans require the investor to be self-directed.

Switching plans can have tax and exit load implications, so it should be a deliberate, informed decision.

» ACTION STEP

Pull up your existing mutual fund statements and check whether each holding is a Direct or Regular
plan. For any Regular Plan holding, note down honestly whether you are actively using the advisory
service that comes with it.
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CHAPTER 5

Reading a Fund Factsheet

Five minutes, six numbers, and you'll understand more than most first-time investors ever bother
to check.

CHAPTER AT A GLANCE
e The six sections of any factsheet actually worth reading, in order
e Why portfolio concentration and sector allocation matter beyond the headline return
e Why performance only means something when compared against a benchmark

® Practical terms like exit load and minimum investment, and why they matter before you invest

A factsheet looks intimidating for about five minutes. After that, it's just a checklist.

Every mutual fund publishes a monthly factsheet — a short document that summarises the fund's
objective, holdings, performance, and costs. Most investors never open one, relying instead on a star
rating or a friend's recommendation. That's a missed opportunity, because a factsheet takes only a few
minutes to scan once you know exactly what to look for. This chapter walks through the handful of

sections that actually matter.

The Six Things Worth Checking, In Order

e Investment objective and category — what the fund is actually trying to do, and which

category (large-cap, mid-cap, debt, hybrid, etc.) it belongs to.

e Expense Ratio — the annual cost of the fund, and whether you're looking at the Direct or

Regular version.

e Fund manager and tenure — who is managing the fund, and how long they've been at the

helm of this specific scheme.

e Portfolio composition — the top holdings and sector allocation, to see whether the fund is

diversified or concentrated.

e Performance history — returns over multiple time periods, always compared against a
benchmark, not viewed in isolation.

e Exit load and minimum investment — the practical terms of getting in and out of the fund.
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1. Investment Objective and Category

This section, usually near the top of the factsheet, states in a sentence or two what the fund aims to
achieve and which category it falls under. This matters because the category tells you the fund's general
risk profile before you look at a single number. A large-cap equity fund and a small-cap equity fund can

both be labelled 'equity,' but they behave very differently in terms of stability and growth potential.

2. Expense Ratio

As covered in the previous chapter, this is the annual cost of the fund, expressed as a percentage of
assets. Always check whether the figure quoted is for the Direct or Regular plan, since factsheets
typically list both. A meaningfully higher expense ratio than similar funds in the same category is worth

understanding before investing, not after.

3. Fund Manager and Tenure

Since a fund's day-to-day decisions are made by its manager, it's worth knowing who they are and how
long they've managed this particular scheme. A fund with strong historical performance under a
manager who has since left is a different proposition than the same numbers under a manager who is

still in charge and accountable for what comes next.

4. Portfolio Composition

This section lists the fund's top holdings (usually the top 10) and its allocation across sectors. It's worth
a quick scan to check two things: does the sector allocation match what you'd expect from the fund's
stated category, and is the fund diversified across many holdings or concentrated in a handful?

Concentration isn't automatically bad, but it does mean higher sensitivity to how those specific holdings

perform.

What You See What It Tells You
Top 10 holdings make up a small share of assets The fund is broadly diversified
Top 10 holdings make up a large share of assets The fund is concentrated — higher sensitivity to those

specific holdings

Sector allocation matches stated category The fund is behaving consistently with its objective

Sector allocation looks unusual for the category Worth understanding why before investing further
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5. Performance History — Always Against a Benchmark

Every factsheet compares the fund's returns over several time periods (commonly 1 year, 3 years, 5
years, and since inception) against a relevant benchmark index. The benchmark comparison matters
more than the raw number, because a return that looks impressive in isolation may simply reflect a
good period for markets broadly — the real question is whether the fund outperformed its benchmark,

and how consistently.

A COMMON MISTAKE

Judging a fund purely by its 1-year return, or by a return figure shown without its benchmark alongside
it. A single strong year can be luck, a strong market cycle, or genuine skill — and there's no way to tell
the difference without looking at consistency over multiple periods and against the benchmark.

Where to Actually Find a Factsheet

Factsheets are published monthly by every fund house on its own website, typically in a dedicated
'Downloads’ or 'Factsheets' section, and are also freely available on independent mutual fund research
platforms and the fund house's investor communication emails. There is no cost or account required
to access them — the only barrier is knowing to look. Many investors go years without ever opening

one simply because no one told them it existed as a resource, or that it was this accessible.

6. Exit Load and Minimum Investment

The exit load is a fee charged if you redeem your units before a specified holding period, usually
expressed as a small percentage. It exists to discourage short-term trading in funds designed for longer
holding periods. Checking this before investing avoids an unpleasant surprise if you need to redeem

earlier than planned.

v PRO TIP

Keep a simple one-page note for each fund you hold, recording the category, expense ratio, fund
manager, and the date you last checked the factsheet. Revisiting it once or twice a year takes minutes
and keeps you genuinely informed about what you own.

4 REALITY CHECK

A factsheet tells you what a fund has done and how it is currently positioned. It cannot tell you what will
happen next. Use it to understand your investment, not to predict its future with certainty.
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N QUICK SUMMARY

A factsheet can be scanned in minutes once you know the six sections that matter.

Expense ratio, fund manager tenure, and portfolio concentration all shape the fund's real profile beyond
its headline returns.

Performance only means something when compared to a relevant benchmark over multiple time
periods.

Exit load and minimum investment terms are practical details worth checking before, not after,
investing.

» ACTION STEP
Pick one fund you currently hold. Find its latest factsheet online and go through all six checkpoints in
this chapter. Note anything you didn't previously know about your own investment.
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CHAPTER 6

When to Exit a Fund

The honest answer: almost never because of a red month. Usually for reasons that have nothing
to do with today's NAV.

CHAPTER AT A GLANCE
e The difference between a genuine reason to exit and an emotional reaction
e Six good, structural reasons that can justify exiting a fund
e Asimple checklist to run through before any redemption decision

e Why deliberately doing nothing is often the right call for long-term money

Most bad exit decisions are made on the worst possible day, for the worst possible reason.

Deciding when to sell an investment is, for many people, harder than deciding when to buy one. Buying
is driven by optimism and a plan. Selling is often driven by fear, impatience, or a headline. This chapter
separates the good reasons to exit a fund from the reactive ones — because the difference between

the two often determines whether a long-term plan actually succeeds.

The Difference Between a Reason and a Reaction

A reason to exit is tied to something structural — your goal, your plan, or the fund itself has genuinely
changed. A reaction is tied to something temporary — a market dip, a piece of news, a feeling of anxiety
after checking your portfolio. Structural reasons are worth acting on. Temporary reactions, in the vast

majority of cases, are worth sitting with before acting on them.

4+ KEY INSIGHT

Short-term market declines are a normal, expected part of investing in market-linked instruments — not
a signal that something has gone wrong. Exiting purely because of a decline often means selling low,
which locks in a loss that a temporary dip would otherwise not have caused.
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Good Reasons to Consider Exiting

Your goal has arrived, or is close enough that the money needs to move to safer, more liquid
instruments to protect what's been built.

Your goal itself has changed — the reason you started this investment no longer applies.

The fund has changed in a way that no longer matches why you chose it — for example, a
change in category, a shift in strategy, or a change in fund manager that concerns you after
research.

The fund has consistently and significantly underperformed its benchmark and peers over a

meaningful multi-year period, not just one bad quarter.

Your own risk appetite or life circumstances have genuinely changed — for instance,

approaching retirement and needing to reduce exposure to fluctuation.

You are rebalancing your portfolio back to your intended allocation across asset classes, as

part of a planned review.
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Reactive Reasons That Usually Don't Hold Up

A COMMON MISTAKE

Exiting because the market fell this month, because a headline predicted a downturn, because a friend
mentioned a fund that performed better recently, or because checking the portfolio has become a
source of daily anxiety. None of these reasons relate to whether the fund still matches your original goal
and time horizon.

It’s worth being specific about why these reactive triggers are so common and so unreliable. Markets
move in cycles, and short-term declines are a normal part of that cycle, not a signal of permanent
damage. Headlines are written to be read today, not to accurately predict a multi-year outcome. A
friend's fund performing better over a short period says little about which fund is better suited to your
specific goal and risk profile. And portfolio anxiety, while a real feeling, is a signal about your comfort
level with fluctuation — worth addressing through your overall asset allocation, not through panic-

selling a single holding.

Understanding Market Cycles Before You React

Market-linked investments move in cycles of expansion and contraction — this is a structural, well-
documented feature of markets, not a flaw in any specific fund. A decline is not evidence that
something has gone wrong with your investment; it is evidence that markets are doing what they have
always done. What distinguishes disciplined investors from reactive ones is not the ability to avoid
these cycles — nobody can reliably do that — but the ability to recognise a normal cycle for what it is

and avoid making a permanent decision, like exiting an investment, in response to a temporary phase.

This is also why time horizon matters so much in the earlier chapters of this book. Money invested with
a genuinely long time horizon has, by design, the time to ride out a full cycle. Money invested for a
short-term goal should never have been exposed to that kind of fluctuation in the first place — which
circles back to the importance of Chapter 3's exercise of matching instruments to time horizon from

the very start.

A Simple Framework Before Any Exit Decision

ASK THESE QUESTIONS BEFORE REDEEMING
[Has my actual financial goal for this money changed?

[Has the fund itself changed in a way that matters — strategy, manager, category?

[Has underperformance persisted for multiple years against its benchmark, not just recent months?
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[CJAm | reacting to a headline or a feeling, rather than to something structural?

[Have | checked the exit load and any tax implications of redeeming now?

Understanding Exit Load and Tax on the Way Out

Two practical factors deserve attention before any redemption. First, the exit load — a fee charged for
redeeming before a specified holding period, which varies by scheme and is disclosed in the factsheet.
Second, the tax treatment of any gains, which depends on the fund type (equity or debt), the holding
period, and prevailing tax rules at the time of redemption. Both of these can meaningfully affect the

amount you actually receive, and both are worth checking before, not after, you redeem.

v PRO TIP

If you're tempted to exit purely because of a market decline, try this: write down today's date and your
reason for wanting to exit. Set a reminder to revisit that note in 30 days before acting. In many cases,
the urge fades once the immediate emotional reaction settles — and if the reason still holds up a month
later, it was probably a genuine, structural reason all along.

The Case for Doing Nothing

For long-term, goal-based investments, the single most common 'action' that works is deliberately
taking no action during periods of market volatility. This isn't passive neglect — it is an active decision,
made in advance, to stay the course because the original plan already accounted for the fact that
markets fluctuate. The investors who tend to do well over long periods are rarely the ones who make
the most decisions; they're the ones who make good decisions at the right moments and otherwise let

their plan run.
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€ REALITY CHECK
Doing nothing is a decision too — and for long-term, goal-based money, it is very often the right one.
The discipline to not react is as important as the discipline to invest in the first place.

. QUICK SUMMARY

Good exit decisions are tied to structural changes — your goal, the fund, or your circumstances.
Reactive exits are tied to temporary feelings or headlines.

Underperformance is only meaningful when it's persistent, multi-year, and measured against a relevant
benchmark.

Exit load and tax implications should be checked before redeeming, not discovered after.

For long-term goals, deliberately staying invested through short-term volatility is very often the right
call.

» ACTION STEP
If you've recently felt the urge to exit any investment, write down the actual reason. Compare it against
the checklist in this chapter — is it a structural reason, or a reaction to something temporary?
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CHAPTER 7

Your Financial Freedom Roadmap

Everything in this book, brought together into a plan you can actually follow.

CHAPTER AT A GLANCE
® Asix-step roadmap that pulls together every chapter into one sequence
® Asample review rhythm — what to check monthly, half-yearly, and annually
e How to turn this book's ideas into a recurring habit, not a one-time read

e A closing perspective on what the 'FD Trap' was really about all along

Financial freedom isn't a single decision. It's a small number of good habits, repeated

consistently, for a long time.

This final chapter brings together the ideas from the previous six into a practical, sequential roadmap.
None of the individual steps are complicated on their own. What makes them powerful is doing them
in the right order, and then doing them consistently — which is, in the end, the entire game of long-

term investing.

Step 1: Separate Your Money by Purpose, Not by Comfort

The starting point of any sound plan is dividing your savings according to when you'll actually need each
portion, not according to which instrument feels most familiar. Revisit the bucket exercise from Chapter
1: which of your savings are for needs within the next one to three years, and which are genuinely long-

term? This single sorting exercise changes everything that follows.

MONEY BUCKETS TO DEFINE

[IEEmergency fund — typically three to six months of essential expenses, kept highly liquid and safe

[Short-term goals (within 1-3 years) — prioritising stability and access over growth
[IMedium-term goals (3—7 years) — a balanced mix of stability and growth

[lLong-term goals (7+ years) — greater room for growth-oriented, market-linked instruments
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Step 2: Build an Inflation-Aware View of Every Goal
For every goal beyond the short term, restate its cost in future terms, not today's terms, using the
approach from Chapter 2. This single habit — thinking in future cost rather than present cost — is what

separates a plan that quietly falls short from one that has a genuine chance of meeting its target.

Step 3: Choose Instruments Deliberately, Not by Default
With your goals sorted by time horizon and restated in future terms, choose instruments deliberately
using the framework from Chapter 3 — matching liquidity, risk, and return potential to what each

specific goal actually needs, rather than defaulting to whatever instrument you're most familiar with.

Step 4: If You Choose Mutual Funds, Choose the Plan Consciously

Where mutual funds form part of your plan, revisit the Direct versus Regular decision from Chapter 4
with open eyes. Decide whether you want to self-manage and minimise cost, or whether you value
ongoing advisory support enough to pay for it. Either is reasonable — what matters is that it's a

conscious choice, not a default.

Step 5: Understand What You Own
Make it a habit — even just once or twice a year — to glance at the factsheet of every fund you hold,
using the six-point checklist from Chapter 5. This doesn't need to be time-consuming. It simply needs

to happen regularly enough that you always know, in plain terms, what you actually own and why.

Step 6: Decide Your Exit Rules in Advance

The best time to decide when you'll exit an investment is before you're emotionally affected by a
market move — not during one. Write down, for each long-term holding, the structural conditions from
Chapter 6 that would genuinely justify an exit. Refer back to that list, not to your feelings on a difficult

day, when the temptation to react arises.

Common Obstacles to Following This Roadmap

Knowing the steps and consistently following them are two different things. A few obstacles come up
often enough to be worth naming in advance. The first is simply starting — the roadmap can feel like a
lot when viewed all at once, so it helps to remember that Step 1 alone, sorting your money by purpose,
can be done in a single sitting and immediately clarifies everything that follows. The second is
inconsistency — reviewing a plan once and never again defeats the purpose; this is why Step 6's

scheduled review rhythm matters as much as any individual decision. The third is going it alone when
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guidance would genuinely help — there is no extra credit for refusing professional advice, particularly

for complex goals or large sums.

Putting It Together: A Sample Review Rhythm

Frequency What to Review

Monthly Confirm SIPs and savings contributions are happening
as planned
Every 6 months Check factsheets of major holdings; review Direct vs

Regular status

Annually Revisit goals, update future-cost estimates for
inflation, rebalance if needed

When life changes Marriage, children, job change, or nearing a goal —
revisit the entire plan

v PRO TIP

Put your annual review on a calendar, the same way you would a bill payment. A plan that is only
reviewed during a market panic will always feel worse than it actually is. A plan reviewed on a fixed
schedule feels calmer, because you're evaluating it on your terms, not the market's.

A Closing Thought

The FD Trap was never really about fixed deposits. It was about the gap between feeling financially safe
and actually being financially prepared — a gap that widens quietly, without ever showing up as a loss
on a statement. Closing that gap doesn't require predicting markets, taking on reckless risk, or
abandoning the instruments that have served you well. It requires exactly what this book has laid out:
understanding what each instrument is for, planning against future costs rather than today's, choosing

plans and funds consciously, and making exit decisions with a clear head rather than a reactive one.

4 REALITY CHECK

None of this replaces personalized advice. Your income, obligations, goals, and comfort with risk are
unique to you. Use this book as a foundation for asking better questions — of yourself, and of a
qualified financial advisor.

N QUICK SUMMARY
Sort your money by purpose and time horizon before choosing any instrument.

Plan every long-term goal against its future cost, not its cost today.
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Choose your mutual fund plan type and specific funds consciously, and revisit them on a fixed schedule.

Decide your exit rules in advance, so a difficult market day never becomes a difficult financial decision.

» ACTION STEP

Set one recurring calendar reminder today — a fixed date, once a year, to review your full financial plan
using the six steps in this chapter. That single habit does more for long-term outcomes than almost any
individual investment decision.
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Glossary of Key Terms

A quick-reference glossary of the terms used throughout this book, so you can look something up in

seconds without flipping back through chapters.

Term ‘ Definition

Expense Ratio

The annual fee a mutual fund charges, expressed as a percentage of assets,
deducted daily before NAV is calculated.

NAV (Net Asset Value)

The per-unit value of a mutual fund, calculated by dividing total assets minus
liabilities by the number of units outstanding.

Direct Plan A mutual fund plan purchased directly from the fund house, with no
distribution commission and a lower expense ratio.

Regular Plan A mutual fund plan purchased through a distributor or advisor, which
includes a distribution commission reflected in a higher expense ratio.

Exit Load A fee charged if units are redeemed before a specified holding period, meant

to discourage short-term trading.

SIP (Systematic Investment
Plan)

A method of investing a fixed amount into a mutual fund at regular intervals,
rather than as a single lump sum.

Real Return

The return on an investment after adjusting for taxes and inflation — the
return in terms of actual purchasing power.

Nominal Return

The stated, headline return of an investment before any adjustment for tax
or inflation.

Benchmark

A relevant market index used to evaluate whether a fund's performance is
strong or weak relative to the broader market.

Asset Allocation

The way an investor's money is divided across categories such as equity,
debt, and cash, based on goals and risk appetite.

Liquidity How quickly and easily an investment can be converted to cash without
significant loss of value.
Rebalancing The periodic process of adjusting a portfolio back to its intended asset

allocation as market movements shift the original proportions.
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Frequently Asked Questions

A few questions that come up often once readers start applying the ideas in this book.

Q: Should I stop using fixed deposits altogether?

A: No. FDs remain a sound choice for emergency funds and short-term goals where capital protection and
predictability matter most. The point of this book is to use FDs deliberately for the jobs they're suited to, not to
replace them everywhere.

Q: Is a Direct Plan always better than a Regular Plan?

A: Not automatically. A Direct Plan generally costs less over time, but a Regular Plan bundles in advisory support.
The right choice depends on whether you value and use that guidance, as covered in Chapter 4.

Q: How often should I actually check my investments?

A: Chapter 7 suggests a rhythm: confirming contributions monthly, reviewing factsheets every six months, and
doing a full plan review annually. Checking daily or during every market swing tends to encourage reactive
decisions rather than better ones.

Q: What if | don't have time to research funds and factsheets myself?

A: That is a completely reasonable position, and it's precisely the scenario a Regular Plan's advisory support or a
professional advisor is designed for. The goal of this book is informed decision-making, not necessarily doing
everything yourself.

Q: Is equity investing too risky for a conservative saver?

A: Risk is relative to time horizon and goal, not a fixed personality trait. A conservative saver with a genuinely
long-time horizon can still allocate a portion to growth-oriented instruments; the proportion, not the presence,
is what should reflect their comfort with risk.

Q: Does this book recommend any specific fund or scheme?

A: No. This book intentionally avoids recommending specific products. It is designed to help you understand the
mechanics well enough to evaluate any product you're considering, ideally alongside a qualified advisor.
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Conclusion & Final Checklist

You now know more about what's actually happening inside your investments than most first-

time investors ever learn.

Seven chapters, one idea running through all of them: safety and growth are two different jobs, and a
sound financial plan needs both, deployed deliberately rather than by default. Below is a single
consolidated checklist pulling together the action steps from every chapter — a practical starting point

for putting this book into practice.

THE COMPLETE FD TRAP CHECKLIST

[Sort existing FDs into short-term-need money and long-term, growth-eligible money
[Restate every long-term goal in terms of its likely future cost, not today's cost
[IMatch each goal to instruments based on its real time horizon and your risk comfort
[ICheck whether each mutual fund holding is a Direct or Regular plan, and why
[Review the factsheet of every fund you hold at least once or twice a year

[Write down, in advance, the structural reasons that would justify exiting each investment

[Set a fixed annual date to review your entire financial plan

A Note From Capitex

Capitex was built on a simple premise: that good financial outcomes come from clarity, not complexity.
Our advisory work focuses on disciplined investment planning, market-linked strategies, and
personalized guidance for individuals and families — helping translate ideas like the ones in this book

into a plan built around your specific goals, obligations, and comfort with risk.

4 REALITY CHECK

This e-book is provided for general educational purposes only and does not constitute investment, tax,
or legal advice. Mutual fund investments are subject to market risks; please read all scheme-related
documents carefully. Past performance is not indicative of future results. Consult a qualified financial
advisor before making investment decisions.

THE FD TRAP o CAPITEX ¢ 37



CAPITEX

Powering Modern Finance

Break free. Invest smart. Build wealth.
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