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Asset Class Return Quilt: Leadership
Rotates, Allocation Endures

The 10-year return quilt highlights that asset-class leadership is
highly cyclical, with no single asset class delivering consistent
outperformance across different market cycles. Strategic asset
allocation, not return chasing, remains the primary driver of long-
term portfolio outcomes.
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Asset Class Return Quilt: Leadership Rotates, Allocation Endures

Over the last decade, leadership across asset classes has been highly cyclical. No single asset has delivered persistent
outperformance across market cycles, with sharp rotations observed between equities, fixed income, real assets, and
global exposures. Overall, the below table reinforces that long-term portfolio outcomes are driven by disciplined asset
allocation and diversification, rather than tactical positioning or performance extrapolation.

Figure 1: The Decade of Diversification: 2016 — 2025 (INR Returns, CY Performance)
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Source: Bloomberg, CRISIL, NHB, Ace MF, HDFC TRU.

Note: (1) Gold & Silver = MCX Spot Prices; (2) Debt = Crisil Composite Bond Index; (3) Crypto = Bloomberg Galaxy Crypto Index; (4) Real Estate
= NHB Residex Index; (5) Large-Cap Equities = Nifty 100 TRI, Mid-Cap Equities = Nifty Midcap 150 TRI, Small-Cap Equities = Nifty Smallcap 250
TRI, Micro-Cap Equities = Nifty Micro-Cap 250 TRI, World Equities = MSCI ACWI Index, EM Equities = MSCI EM Index and US Equities = S&P
500 TR and (6) MAAF = Category Median Returns for Multi-Asset Mutual Funds (Direct Growth).

Key Takeaways:

Asset Class Leadership. Market leadership is inherently cyclical. Sectors or asset classes that outperform in one
economic environment, often underperform when macroeconomic conditions shift. History shows that "hot" streaks are
temporary features of the market, not permanent bugs.

The Mean Reversion Trap (Last Year’s Winner). Today's top performer is frequently tomorrow’s laggard. Investors who
“chase returns" by piling into the previous year's best-performing asset often enter at peak valuations, leaving them
vulnerable to the inevitable price correction as the market rotates toward undervalued sectors.

The Absence of a "Universal" Asset. No single investment vehicle, whether it be Gold, Equities or Real Estate,
dominates across all market cycles. Each asset class responds differently to inflation, deflation, growth, and recession;
therefore, relying on one "hero" asset exposes a portfolio to idiosyncratic risk.

Volatility Mitigation (Diversification for Consistency). Diversification acts as the only "free lunch" in investing. By
spreading capital across non-correlated assets, you smooth out the highs and lows of the journey. While it may cap the
absolute maximum return in a bull market, it significantly improves the reliability of long-term outcomes and prevents
catastrophic drawdowns.

Architecture Over Agility (Strategic vs. Tactical). Strategic Asset Allocation (the long-term blueprint) is a much more
powerful driver of total returns than Tactical Timing (short-term bets). Success is determined by having a disciplined
structure that aligns with an investor’s risk tolerance, rather than trying to perfectly time the "entry" or "exit" of a volatile
market.
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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 1A). 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 1A 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 |A 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 1A 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 faimess, 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 1A team and all its
activities are segregated from HSL |A activities. The proprietary desk operates independently, potentially leading to investment decisions that
may deviate from research views.
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Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066
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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 1As) 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.

HDFC Tru is the Investment Advisory arm of HDFC Securities Ltd; SEBI Registration No: INA000011538. Website: www.hdfc-tru.com,
Email: tru@hdfcsec.com, Phone: +91 9930203944



