The All-Weather Portfolio

In the ever-evolving landscape of wealth management, finding the "sweet spot" between
growth and stability is the ultimate goal for many investors. For those who find pure equity
too volatile and traditional debt instruments too conservative (especially with current tax
changes), Equity Savings Funds emerge as a compelling middle path.

At Crescent MFD, we believe in empowering our clients with strategies that not only grow
wealth but protect it. This article explores why Equity Savings Funds are becoming a staple in
modern portfolios.

The All-Weather Portfolio: Why Equity Savings Funds are the Modern Hybrid Choice
< What is an Equity Savings Fund?

An Equity Savings Fund is a hybrid mutual fund that aims to provide capital appreciation
through equity, stability through debt, and risk mitigation through arbitrage. To qualify for
equity-oriented taxation, these funds maintain at least 65% in equity-related instruments,
but the risk is managed through a three-layered approach:

Component Typical Allocation Objective

Net Equity (Unhedged) 20%-40% Direct exposure to stocks for
typical growth

Arbitrage (Hedged) 25%-45% Exploits price difference
between cash and futures
(Low Risks)

Debt & Money Market 10%-35% Invests in bonds/FDs for
stable, periodic income.

<+ Whom Should Invest in This Category?
This category is not "one size fits all," but it is particularly effective for:

- Conservative to Moderate Investors: Those who want equity exposure but are wary
of sharp market corrections.

- Short-to-Medium Term Goal Seekers: Investors with a horizon of 2 to 3 years who
need better returns than a Savings Account but cannot risk a 100% equity crash.

- High Tax-Bracket Individuals: Since these are taxed as Equity Funds, they are far more
efficient than Debt Funds (which are now taxed at slab rates).

- First-time Investors: An excellent "bridge" product to get accustomed to market
movements without the stomach-churning volatility of pure equity.




= How It Helps: The Power of Three

Tax Efficiency: By using arbitrage to keep "gross equity" above 65%, you pay only 12.5% tax
on long-term gains (above X1.25 Lakh) and 20% on short-term gains. This is a significant
edge over the 30% tax slab for debt.

- Volatility Cushion: When the market falls, the arbitrage and debt portions act as a
shock absorber.

- Inflation Beating: Unlike pure debt, the unhedged equity exposure helps the portfolio
stay ahead of rising costs over time.

= Case Studies: Performance Across Cycles
1. The Bull Market (e.g., Post-Pandemic Recovery 2021)

In a roaring bull market, a pure equity fund might return 30-40%. An Equity Savings Fund will
likely return 12-15%. While it "underperforms" equity, it still beats traditional debt by a wide
margin, satisfying the investor who wants steady growth without FOMO.

2. The Bear Market (e.g., The 2020 Crash)

During the 2020 Covid crash, while the Nifty 50 saw a drawdown of nearly 38%, well-
managed Equity Savings Funds generally saw declines limited to 10-12%. The arbitrage and
debt components remained stable, allowing the fund to recover to its original value much
faster than pure equity schemes.

3. The Sideways/Volatile Market (e.g., 2022-2023)

In markets where the index moves in a range, "Arbitrage" opportunities often increase.
While equity remains flat, the fund earns from the price difference between cash and
derivatives, ensuring the "meter" keeps running even when the stock market is sideways.

Conclusion: The Crescent MFD Perspective

At Crescent MFD, we view Equity Savings Funds as a "Safe Harbor" strategy. They are
designed for the "Transition Phase"—whether you are transitioning from being a saver to an
investor, or moving your corpus from high-risk equity to a more stable withdrawal phase
near retirement.

While they won't make you a millionaire overnight, they are expertly crafted to ensure you
sleep better at night. By combining the growth potential of stocks with the precision of
arbitrage, they provide a disciplined, tax-efficient way to build wealth.




