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Investing in mutual funds has become one of the most popular ways to grow wealth in India. 
Among the different investment strategies available, SIP (Systematic Investment Plan) and SWP 
(Systematic Withdrawal Plan) are two of the most widely used methods. While both offer distinct 
advantages, understanding SIP vs SWP and how each works can help you choose the right one for 
your financial goals. 

In this blog, we’ll explore the differences between SIP and SWP, focusing on their unique benefits, 
tax implications, and how each strategy suits different investment needs. 

What is SIP (Systematic Investment Plan)? 

A Systematic Investment Plan (SIP) is a disciplined way of investing in mutual funds. With SIP, you 
invest a fixed amount at regular intervals—typically monthly—into a mutual fund. This approach is 
suitable for investors who want to build wealth steadily over time, especially through equity funds. 

SIP works on the principle of rupee cost averaging, which helps reduce the impact of market 
volatility. When markets are down, you buy more units; when markets are up, you buy fewer units. 
This strategy makes SIP a great tool for long-term wealth accumulation. 

One of the key benefits of SIP is that it encourages regular, smaller investments, making it easier 
for investors to stay committed to their long-term financial goals. 

If you’re new to SIP or want to understand different types of SIP investment, check out this guide 
on different types of SIP investments. 

What is SWP (Systematic Withdrawal Plan)? 

In contrast to SIP, Systematic Withdrawal Plan (SWP) allows you to withdraw a fixed amount of 
money at regular intervals from your mutual fund investments. SWP is suitable for investors who 
have already accumulated a corpus and now need to withdraw funds systematically, often for 
retirement or regular cash flow. 

With SWP, you continue to stay invested in the mutual fund, allowing your investments to grow 
while withdrawing a fixed sum. The withdrawals are made based on the value of the mutual fund 
units, so the amount withdrawn can vary depending on the market performance. You can quickly 
estimate how long your corpus will last and what the projected withdrawals look like with 
our SWP Calculator. 

Learn what is SWP and discover how this strategy can provide regular cashflows from your mutual 
fund investments. 

Key Differences Between SIP and SWP 

Feature SIP SWP 

https://www.kotakmf.com/Information/blogs/different-types-of-sip-investment_
https://www.kotakmf.com/mutual-fund-calculators/swp-calculator
https://www.kotakmf.com/Information/blogs/what-is-swp-in-mutual-funds_


Purpose Investment Regular withdrawals 

Suitable For Wealth accumulation Retirement cash flow 

Cash Flow Outflow (investment) Inflow (withdrawal) 

Market Volatility Works via rupee cost averaging Market value impacts withdrawal 

Taxation Based on fund type and duration Capital gains tax on withdrawals 

  

SIP or SWP: Which is Better? 

Choosing between SIP and SWP really depends on your financial goals and where you are in life. 
Here’s a simple guide to help you decide: 

• Choose SIP if you are in the wealth accumulation phase. SIP is suitable for long-term 
investments, especially in equity funds. It allows you to invest small amounts regularly and 
benefit from the power of compounding over time. You can Invest in SIP to start building 
your portfolio and take the first step toward your financial goals. 

• Choose SWP if you’ve already built a corpus and are looking for a continuous cash flow 
stream, particularly in retirement. SWP is perfect for those who need regular withdrawals 
from their investments without completely liquidating their holdings. 

The decision between Systematic Investment Plan vs Systematic Withdrawal Plan comes down to 
your investment goals—whether you're focusing on growing your wealth or generating income. 

Can You Combine SIP and SWP? 

Yes, combining SIP and SWP can be a powerful strategy to optimize your investments. For 
example, you might start with SIP to steadily build your wealth over time, and once you've 
accumulated a sufficient corpus, you can switch to SWP to enjoy a regular cash stream. This 
approach is particularly useful during retirement, where SIP helps you grow your savings, and SWP 
provides a continuous cash flow. 

If you’re looking to get started with mutual fund investment, you can explore more options and 
learn how to plan for both wealth creation and income generation on platforms like Kotak Mutual 
Fund. 

Common Misconceptions About SIP and SWP 

1. SIP guarantees return – False. While SIP allows you to invest regularly and benefit from 
market growth, it does not guarantee returns. The value of your investment depends on 
the market performance of the mutual fund. 

2. SWP withdrawals are tax-free – False. SWP withdrawals are subject to capital gains tax 
depending on the duration for which you’ve held the units. 

https://www.kotakmf.com/sip
https://www.kotakmf.com/
https://www.kotakmf.com/


3. You can’t switch between SIP and SWP – False. You can easily switch from SIP to SWP 
once you’ve built a sufficient corpus, or vice versa, depending on your changing needs. 

Conclusion 

SIP vs SWP boils down to your financial objectives and where you are in your investment journey. 
SIP is great for long-term wealth accumulation, while SWP is better suited for generating income. 
The good news is that you don’t have to choose between the two—you can combine both 
strategies to suit your needs at different stages of life. 

Key Takeaways 

• SIP = Investment inflow | SWP = Income outflow 

• SIP is suitable for long-term wealth creation, while SWP is best for generating regular 
income. 

• You can combine SIP and SWP based on your life stage and financial goals. 

• Taxation for SIP and SWP depends on the type of mutual fund and the holding period. 

FAQs 

1. Which is better SIP or SWP? 

The choice depends on your financial goals. SIP is suitable for wealth accumulation, while SWP is 
suited for regular income post-retirement. You can use both based on your life stage. 

2. Can I do SIP and SWP together? 

Yes, combining SIP and SWP is a great strategy. SIP helps build wealth, while SWP provides regular 
cashflow once you’ve accumulated a corpus. 

3. What are the tax implications of SIP vs SWP? 

Both SIP and SWP are subject to capital gains tax. The tax depends on the type of mutual fund and 
the holding period of the units. 

4. How does NAV impact SIP and SWP? 

NAV (Net Asset Value) impacts SIP by determining the number of units you buy. For SWP, NAV 
determines the value of the units redeemed and affects the amount withdrawn. To understand 
more about how NAV works in mutual funds, check out this detailed guide on Net Asset Value. 

5. Can I switch from SIP to SWP anytime? 

Yes, you can switch from SIP to SWP when you’ve accumulated a sufficient corpus. Many investors 
use SIP to build wealth and transition to SWP for steady withdrawals. 

  

http://c/Users/USER/Downloads/(https:/www.kotakmf.com/Information/blogs/what-is-nav-in-mutual-fund-scheme_)


Disclaimers 

Investors may consult their Financial Advisors and/or Tax advisors before making any investment 
decision. 

These materials are not intended for distribution to or use by any person in any jurisdiction where 
such distribution would be contrary to local law or regulation.  The distribution of this document 
in certain jurisdictions may be restricted or totally prohibited and accordingly, persons who come 
into possession of this document are required to inform themselves about, and to observe, any 
such restrictions. 

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME RELATED 
DOCUMENTS CAREFULLY. 

 


