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Mirae Asset Hybrid Equity

Safety of large-caps, high-quality debt

The fund has performed well in the
aggressive hybrid category

MAULIK MADHU

Hybrid mutual fund schemes in-
vestina mix of equity and debt.
They can help investors follow a
suitable asset allocation (between
equity and debt) with the benefit
of  automatic  rebalancing
between the two asset classes.
Given the volatility of equity
markets, investors may be temp-
ted to counter-intuitively move in
and out of equity. Hybrid funds,on
the other hand, by modifying their
equity allocation based on factors
such as valuations, can take away
the impulsiveness and make the
decision more process-based.
Within the hybrid funds cat
egory come aggressive hybrid
funds, those that invest their cor-
pus aggressively in equity — 65-80
per cent in equity and the rest 20-
35 per centin debt. These fundsare

suitable for those with some risk
appetite and longer-term invest-
ment horizon of at least five years.

About thefund

Mirae Asset Hybrid Equityisa fund
worth considering in the aggress-
ive hybrid fund category:

The scheme was launched in
July 2015 and has performed well
compared with peers. More im-
portantly; the fund’s high-quality
debt portfolio, focussed largely on
sovereign and AAA rated debt in-
struments, provides comfort.

Furthermore, the equity por-
tion has alarge-cap bias.

The fund mostly allocates 70-75
per cent of its corpus to equities.

Here, it follows a bottoms-up ap-
proach and selects growth busi-
nesses thatare available at reason-
able valuations.

As of end October 2020, it had
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Assets as on September 30, 2020: ¥3,735 crore
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around 63 per cent of its corpus in
large-cap stocks, 11 per centin mid-
caps and 0.5 per cent in small-
caps. The core debt portfolio is
managed using accrual strategy,
though tactical duration calls to
benefit from the changing in-
terest-rate cycle are also taken.

Performing well

Mirae Asset Hybrid Equity has out-
performed its peers over three-
and five-year periods on a rolling-

return basis since its inception. Do
note though that the fund has
been around for less than sixyears.

The scheme has generated an
average three-year return of 9.8
per centand five-year return of 9.5
per cent. While this is only a tad
higher than that of another well-
performing fund, Canara Robeco
Equity Hybrid, it is far better than
thereturns of some other funds in
the category. Our analysis includes
MF schemes with assets under

management of over X 3,000
crore only.

It’s also worth pointing out the
high credit quality debt portfolio
of the fund. Mirae Asset Hybrid
Equity has the lowest proportion
of below AAA rated papers (2 per
centasof October 2020)inits port-
folio compared with the peers con-
sidered. The only exception is Ca-
nara Robeco Equity Hybrid, which
has no investment in below AAA
rated papers.
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Outperforms peers

High credit quality
debt portfolio

Large-cap focus
in equity



