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Equity balanced funds
remain attractive

Despite the recent outflows and anaemic
returns, the category makes sense due to
its fine long-term track record

SANJAY KUMAR SINGH to both equities and debts. “The
equity portion offers growth
Balanced funds, or aggressive- while the debt portion offers sta-
hybrid funds, which maintainan - bility,” says Parekh. Investors
allocation of 65-80 per cent to thus have a less volatile experi-
equities, have seen considerable ence. These funds also maintain
outflows in the recent past. their equity-debt allocation
Assets under management within a certain range. The equi-
(AUM) shrunk from ¥1,83,220.08 ty exposure, for instance, does
crore in August 2018 to not usually rise beyond 80 per
%1,66,874.08 crore, a fall of 20.38 cent or go below 65 per cent.
per cent. But the category still Hence, investors get the benefit
makes sense for most investors. of rebalancing. The debt alloca-
With the markets have not tion also leads to better down-
done too well over the past year side protection in falling mar-
and breadth of performance kets than in a pure equity fund.,
completely miss- " As for the risks,
ing, the perfor- since they are pre-
mance of these MONEY dominantly equity-
funds have taken a ! oriented, investors
beating in the should be prepared
recent past. “If you fora certain level of
look at the Nifty’s volatility in these
performance, it funds. Some of the
was driven by a risks in these funds
narrow band of also arise due to the
about 10 stocks,” fund manager’s
says Sanjay Parekh, senior fund behaviour. “Some balanced
manager, Reliance Mutual funds take a high level of expo-

Fund. Fund managers, whotyp-  sureto mid- and small-cap

ically hold a broader portfolioof  stocks. On the debt side, some-
stocks, found it difficult to do times fund managers take a high-
well in such a market. The prob-  er level of duration or credit risk
lems in the debt market overthe  than is warranted,” says Raghaw.
past year also affected some Balanced funds are especial-
funds. And investors who came Iy well suited for investors enter-
in during the latter part of 2017 ing the equity markets for the

witnessed poor performance, first time. They are also well-

and consequently, exited. suited for slightly conservative
Many investors were mis- investors. Those saving for

sold balanced funds with the retirement may also use them.

promise of regular, tax-free In fact, say experts, most cate-

returns. “These funds can only gories of investors can use them.

distribute dividend out of the The only thing you should avoid

surpluses they generate. When investing in them for is regular
the markets stopped doingwell,  dividends. Since returns from
dividends stopped, leaving this equity-oriented funds tend to be
class of investors disillusioned. volatile, this is not possible. The
The imposition of a 10 per cent imposition of dividend distribu-
taxon dividend also took away tion tax has made investing in
the promise of tax-free income,” - the dividend plans of these

says Deepesh Raghaw, founder, funds an even worse idea.
PersonalFinancePlan.in, aSebi-  Finally, do not invest in bal-

registered investment advisor. anced funds with a horizon of

If you overlook the one-year less than five years.
returns of the category, its long- Select a fund that has a
term track record is attractive sound long-term track record.
(see table). Hence, according to Choose on the basis of rolling
experts, this is a category that - returns if possible. On the equity
remains worth investing in. It side, the exposure to mid- and
offers several advantages, the small-cap stocks should not

foremost being that of allocation  exceed 25 per cent.

ATTRACTIVE LONG-TERM TRACK RECORD
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