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How Do Aggressive Hybrid Funds Work in Asset Allocation?

Investing your money can sometimes feel like your future is hanging in the balance. Markets rise and fall, and uncertainty can loom
over your mind. The good news is, there are ways to strike a balance between risk and return. One of the most popular ways to do this
is by investing in hybrid mutual funds. These funds balance out risk and return by combining equity and debt securities. There are
seven sub-categories of hybrid funds. Aggressive hybrid funds are one of them. Let's explore what aggressive hybrid funds are and
how their asset allocation works.

Whatis an aggressive hybrid fund, and how do they manage their asset allocation?

Aggressive hybrid mutual funds invest in a mix of equity and debt instruments, so you get exposure to both asset classes. As per the
Securities and Exchange Board of India (SEBI) framework, all mutual funds must follow a specific asset allocation ratio. Aggressive
hybrid funds typically allocate 65% to 80% of their portfolio to equity and equity-related instruments and 20% to 35% to debt
instruments. This gives you a higher allocation to equity while keeping your returns relatively steady with some exposure to debt.

While the approachis balanced, it still tilts in favour of equity, giving you an aggressive investment outlook.
How do aggressive hybrid funds balance risk and return?

Aggressive hybrid mutual funds are all about finding the right balance between risk and reward. They do this by spreading your
money across two major asset classes — equity and debt. Each of these has a unique risk profile. The equity component gives your
money the chance to grow by investing in Indian companies across different sectors. When invested for the long term, equity may
offer the potential for wealth creation.

These funds also put a small portion of your money into debt instruments. These can help absorb the shock of market fluctuations.
This mix of growth-focused equities and relatively stable debt instruments keeps the portfolio from being as risky as a pure equity
fund, while still offering the possibility of better returns than traditional fixed-income options.

When do fund managers rebalance the portfolio in an aggressive hybrid fund?

The fund manager actively decides how much to put into equities and how much into debt, depending on evolving market
conditions. When markets show strong growth potential, they may increase the fund's investments in equity. When markets are
facing a rough tide, they may dial back the equity exposure and focus more on debt. However, all of this is done within the set
allocation limits - 65% to 80% into equities and equity-related instruments, while the remaining 20% to 35%in debt.



Aggressive hybrid fund managers actively manage the portfolio. They aim to strike a balance between equity and debt, allowing you to
potentially experience market growth without being fully exposed to its fluctuations.

Who should invest in aggressive hybrid funds?

Aggressive hybrid mutual funds can work well for a wide range of investors because of their balanced approach. They are ideal if you
are looking for a mix of growth and stability. Here are some investors who can benefit from these funds:

o Beginners: If you are a first-time investor, these funds are a great way to get started. You get exposure to equities for potential
long-term wealth creation, but the debt portion cushions you from market ups and downs.

o Investors with a moderate risk appetite and medium horizon: These funds can work well for investors with a moderate risk
appetite and a medium- to long-term horizon, however as per its risk-o-meter, risk of the fund is high . They may be able to
provide potentially better returns than traditional savings options

o Retirees and those nearing retirement: Investors who are retired or nearing retirement, for those this fund can be advisable,
as it provides benefit from investing in aggressive hybrid funds. The equity exposure can potentially help grow your corpus,
while the debt allocation can keep things relatively steady.

o Conservative investors: Investors who want to limit investment risk but still participate in market growth can consider these
funds.

o Diversification seekers: These funds are also a good choice for investors who are looking to diversify their portfolio. They
spread your assets across both equity and debt, giving you dual benefits.

In short, whether you are a cautious beginner, a moderate to high-risk investor, planning for retirement, or looking for diversification,
aggressive hybrid funds can be suitable for you.

Conclusion

An aggressive hybrid fund takes a balanced approach by aiming to strike the right mix between risk and return. Since the majority
share of the money is invested in equities, you still get the benefit of growth potential, while the debt portion offers a bit of stability.
These funds can work well for medium-term goals where you want moderate returns with relatively lower volatility, subject to market
ups and downs . That said, aggressive hybrid fund returns will still depend on market conditions. It is good to do your research and
choose a fund that matches your risk appetite and investment horizon before investing.

An investor education initiative by Edelweiss Mutual Fund
All Mutual Fund Investors have to go through a onetime KYC process. Investor should deal only with Registered Mutual Fund (RMF).
For more info on KYC, RMF and procedure to lodge/redress any complaints, visit - https://www.edelweissmf.com/kyc-norms

Mutual Fund investments are subject to market risks, read all scheme related documents carefully.
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