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Multi Asset Allocation Fund: A structured 
approach to diversification 

In an era defined by market unpredictability and evolving investor expectations, 
Multi Asset Allocation Funds have emerged as a powerful solution for 
balancing growth and stability. By seamlessly blending equity, debt, and 
commodities, these funds offer a dynamic, all-weather strategy that adapts to 
changing economic landscapes. With rising AUM and expanding scheme 
count, they reflect a growing shift in investor mindset toward smarter 
diversification and long-term wealth creation. 
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Multi Asset Allocation Fund: A structured approach to diversification 

   Asset allocation is the cornerstone of modern portfolio management, referring to the strategic distribution of investments 

across various asset classes such as equities, fixed income, commodities, and cash equivalents to balance risk and reward 

according to an investor’s goals, risk tolerance, and investment horizon.  

   The significance of asset allocation lies in the fact that it is widely considered the most crucial factor in determining a 

portfolio’s long-term returns. Rather than timing the market or selecting individual securities, the decision of how much to 

allocate to each asset class is paramount.  

   Ultimately, a robust asset allocation strategy ensures that an investor's portfolio remains aligned with their objectives over 

decades, enforcing a disciplined approach that mitigates the risk of emotional, reactive investment decisions during periods 

of market euphoria or panic. 

   Multi Asset Allocation Fund  

   Prior to SEBI’s transformative circular in October 2017, the Indian mutual fund industry was marked by a lack of 

standardization, with numerous schemes bearing similar objectives but differing names and unclear mandates. This 

created confusion for investors, making it challenging to evaluate and compare funds effectively. To address this, SEBI 

implemented a structured classification and rationalization framework, bringing clarity and consistency to mutual fund 

offerings. This move significantly improved transparency and investor confidence, reshaping the regulatory landscape. 

   A Multi Asset Allocation Fund is designed to invest in a mix of at least three distinct asset classes commonly equity, debt, 

and commodities like gold or silver—and may also include instruments such as REITs and InvITs. In line with SEBI’s rules, 

these funds maintain a minimum 10% allocation in each asset class. They are actively managed to adapt to market  

dynamics, offering diversified exposure and aiming to reduce volatility while delivering stable, risk-adjusted returns through 

strategic rebalancing. 

   Advantages of Multi Asset Allocation Funds 

➢ Diversification Across Asset Classes 

➢ Helps avoid taxes on frequent rebalancing, making diversification more tax-efficient  

➢ Reduced Volatility 

➢ Professional Management 

➢ Inflation Hedge 

India’s Multi Asset Allocation Fund Landscape: From Emergence to Expansion 

 
Source: ACE MF 
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• AUM grew by 11x from ₹12,636 crore in January 2018 to ₹1,50,562 crore in September 2025.  

• Schemes and AUM saw a sharp rise from 2023 onward, with schemes increasing from around 10 to 31 and AUM 

crossing ₹50,000 crore.  

• Strong correlation (≈0.98) between AUM growth and scheme expansion, highlighting product launches as a key 

growth driver.  

Asset Allocation Trends of Multi Asset Allocation Funds 

 
Others Include Cash and Cash Equivalents, Derivatives Positions and International Exposures. Source: ACE MF 

• Equity allocation has remained consistently within the 40–60% range, indicating a moderate risk profile and offering 

downside risk protection during sharp market correction 

• Debt exposure on an average has been around 20% throughout the period, providing portfolio stability. A few funds 

exhibit higher debt allocation, though these are limited in number.  

• Allocation to gold and silver has increased notably in recent years, contributing to outperformance during recent 

commodity rally; however, overall exposure has remained approximately under 15%.  

• Exposure to REITs and InvITs has been minimal, reflecting limited diversification into these instruments. 

• The “Others” category comprising cash and cash equivalents, derivative positions, and international exposures has 

been consistently present, signalling active liquidity management and tactical positioning for risk mitigation and global 

diversification 

Performance Analysis of Multi Asset Allocation Funds vs. Balanced Advantage Funds & Flexicap  

Category 1M 3M 6M 1YR 3YR 5YR 

Multi Asset Allocation  3.1 2.4 10.2 6.8 18.7 19.7 

Balanced Advantage  0.9 -1.3 5.4 0.9 13.8 14.5 

Flexi Cap Fund  1.0 -2.4 8.3 -4.4 17.6 21.2 

Alpha Over Balance Advantage 2.21 3.76 4.77 5.86 4.88 5.16 

Alpha Over Flexi Cap 2.14 4.81 1.93 11.20 1.01 -1.54 
Data as of 30 Sep 2025. Source: ACE MF. Returns calculated are for Direct plans. Returns above 1 year are in CAGR terms 

• Multi asset funds have consistently outperformed both flexicap and balanced advantage funds. The only exception 

was a marginal alpha generated by flexicap funds over a five-year horizon. 

• This outperformance can be largely attributed to the recent rally in gold and silver. However, it's important to note 

that this is not the sole driver. The inclusion of debt instruments within multi asset portfolios has also played a crucial 

role, acting as a buffer during the challenging market conditions witnessed over the past year. 
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Cumulative Return Performance 

 
Data from Jan 2018 to 30 Sep 2025. Source: ACE MF. Returns calculated are for Direct plans. 

Phase of Market Date Multi Asset Balance Advantage Flexicap BSE 500 

Bearish Jan 18 to March 20 -14.9% -13.4% -27.9% -34.3% 

Bullish March 20 - Oct 21 100.1% 72.9% 147.7% 156.4% 

Flat Oct 21 - June 22 -8.0% -6.5% -17.6% -17.8% 

Bullish June 22 - Sep 24 70.8% 59.6% 103.1% 88.4% 

Bearish Sep 24 - Feb 25 -7.0% -8.7% -17.9% -18.6% 

Bullish Feb 25 - Sep 25 15.4% 10.3% 15.6% 14.2% 
Data from Jan 2018 to 30 Sep 2025. Source: ACE MF. Returns calculated are for Direct plans. 

• Analysis indicates that during market downturns, multi-asset funds have consistently demonstrated resilience and 

outperformance, largely attributable to their diversified portfolios, which include allocations to debt and commodities. 

In contrast, flexicap funds have generally mirrored benchmark movements during these periods. 

• However, in bullish market phases, flexicap funds have fared well, primarily due to their higher equity exposure, 

which enables them to benefit more significantly from upward market momentum. 

Rolling Return Performance 2018-2025 

Average Rolling Return Multi Asset Fund Balance Advantage Fund Flexicap 

1YR 16.0% 12.4% 18.0% 

2YR 16.6% 12.8% 18.4% 

3YR 17.2% 13.0% 18.9% 

5YR 17.1% 13.0% 18.8% 
Data as of 30Sep 2025. Source: ACE MF. Returns calculated are for Direct plans. 

• Multi asset funds have consistently outperformed balanced advantage funds across various rolling periods. 

However, flexicap funds have shown stronger performance in this metric. This is largely due to the nature of rolling 

returns, which average performance across different market cycles, including periods of equity-led rallies where 

flexicap funds tend to benefit more. 
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Conclusion 

• Asset allocation plays a vital role in building a well-managed portfolio.  

• Multi Asset Funds offer flexibility through dynamic allocation across asset classes, based on prevailing market 

conditions.  

• Fund managers actively rebalance portfolios to maintain optimal exposure.  

• Internal rebalancing by the fund manager helps avoid taxes on individual transactions, making diversification more 

tax efficient. 

• Debt allocation within multi asset funds enjoys a taxation advantage taxed at 12.5% after 2 years, compared to 

marginal taxation in traditional debt mutual funds 
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Disclaimer 

This communication is being sent by the Investment Advisory Group of HSL IA., registered under SEBI (Investment Advisors) 
Regulations, 2013 under the Registration number INA000011538. 
 This note has been prepared exclusively for the benefit and internal use of the recipient and does not carry any right of reproduction 
or disclosure. Neither this note nor any of its contents maybe used for any other purpose without the prior written consent of HSL 
IA, Investment Advisory Group (HSL IA). In preparing this note, we have relied upon and assumed, without any independent 
verification, accuracy and completeness of all information available in public domain or from sources considered reliable.  This 
note contains certain assumptions and views, which HSL IA considers reasonable at this point in time, and which are subject to 
change. Computations adopted in this note are indicative and are based on current market prices and general market sentiment. 
No representation or warranty is given by HSL IA as to the achievement or reasonableness or completeness of any idea and/or 
assumptions. This note does not purport to contain all the information that the recipient may require. Recipients should not construe 
any of the contents herein as advice relating to business, financial, legal, taxation, or other matters and they are advised to consult 
their own business, financial, legal, taxation and other experts / advisors concerning the company regarding the appropriateness 
of investing in any securities or investment strategies discussed or recommended in this note and should understand that 
statements regarding future prospects may not be realized. It may be noted that investments in equity and equity-related securities 
involve a degree of risk and investors should not invest any funds unless they can afford to take the risk of losing their investment. 
Investors are advised to undertake necessary due diligence before making an investment decision. For making an investment 
decision, investors must rely on their own examination of the Company including the risks involved. Investors should note that 
income from investment in such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Accordingly, 
investors may receive back less than originally invested. Neither HSL IA nor any of its employees shall be liable for any direct, 
indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way from the 
information contained in this material. This note does not constitute an offer for sale, or an invitation to subscribe for, or purchase 
equity shares or other assets or securities of the company and the information contained herein shall not form the basis of any 
contract. It is also not meant to be or to constitute any offer for any transaction. HSL IA and its affiliates, officers, directors, key 
managerial persons and employees, including persons involved in the preparation or issuance of this material may from time to 
time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein. HSL IA may at any 
time solicit or provide commercial banking, credit, advisory or other services to the issuer of any security referred to herein. 
Accordingly, information may be available to HSL IA, which is not reflected in this material, and HSL IA may have acted upon or 
used the information prior to, or immediately following its publication. 
 
HSL IA neither guarantees nor makes any representations or warranties, express or implied, with respect to the fairness, 
correctness, accuracy, adequacy, reasonableness, viability for any particular purpose or completeness of the information and 
opinions. Further, HSL IA disclaims all liability in relation to use of data or information used in this report which is sourced from 
third parties. 
 
Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the HSL IA 
team and all its activities are segregated from HSL IA activities. The proprietary desk operates independently, potentially leading 
to investment decisions that may deviate from research views. 
 
HDFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton 
Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066 
 
Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600 
 
For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400 
 
HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. 
POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI Investment 
Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193 
 
Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Mutual Funds 
Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing. 
 
Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance 
of the intermediary or provide any assurance of returns to investors. This information is for educational/information purposes only.  


