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Markets are volatile

Nifty has risen from 2,406 to 32,973 since April 2005 to Feb 2025.

Whenever markets move either ways, investors may question whether to stay put, trim or redeem their 

investments.

Data as of February 28th , 2025. Source: MFI explorer and NSE indices. Past performance mayormaynotbesustainedinthefuture and is not a guarantee of any future returns.



Pain point for investors: drawdowns
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• In volatile markets, what hurt investors are the drawdowns

• Drawdowns often leads to investors redeeming before time, leading to a dent in their wealth 

creation journey.

The Good News! Drawdowns can be managed!!

Source: MFI explorer and NSE indices; Dated: 28th Feb, 2025. Past performance mayormaynotbesustainedinthefuture and is not a guarantee of any future returns.



How to manage drawdowns?
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H e d g i n g  o r  

A r b i t r a g e

I n v e s t i n g  

f o r  l o n g  

t e r m

Using hedging and arbitrage strategies in the portfolio 
helps to protect the portfolio from potential losses and 
market volatility.

Investing for a long term helps to recover after a market 
bump, assuming that the market will go up after. It helps to 
recover negative returns. Investing for a long term also 
benefits from the power of compounding. 

A s s e t  

A l l o c a t i o n

Asset Allocation helps to create a fund with diversified pool 
of investments across different asset classes- Equities, 
Fixed Income and Arbitrage. It helps to mitigate the risk of 
the market drawdowns.



Asset Allocation: Combining Asset Classes
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EQUITY

- Capital Appreciation

- Helps to meet long term 

financial goals

FIXED INCOME ARBITRAGE

- Potential Income 

Generation

- Relatively stable

- Reduces impact of equity 

drawdown

- Aims to generate income 

through arbitrage 

opportunities

A combination of Asset Classes aims to achieve optimized risk returns



EQUITY SAVINGS FUND
AIMS TO HAVE DUAL ADVANTAGE OF LOWER VOLATILITY WITH TAX 

EFFICIENCY OF EQUITY FUNDS

The word ‘more’ does not imply more returns or assurance of 

scheme performance.it refers to the additional value provided 

by the joint venture, as compared to Baroda AMC and BNP 

Paribas AMC individually.



Why Equity Savings Fund?
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Lower volatility compared 

to other hybrid funds due 

to a 50% cap on unhedged 

equity exposure

Predominant component 

of the portfolio invested in 

arbitrage and fixed income 

instruments.

Under defensive circumstances, 

the gross equity exposure will be 

maintained between 15% to 65%. 

However, under normal 

circumstances, the gross equity 

exposure will be maintained 

between 65% to 90%

Capital appreciation through 

moderate participation in net 

equity exposure.

Tax Efficient 

Returns
Benefits of Equity Taxation

Accrual

Income

Lower

Volatility

Growth

Potential
Tax 

Efficiency

Disciplined 

Rebalancing
Winning 

Combination

.



Aims to protect purchasing power…
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Aims to protect purchasing power with lower volatility in the shorter term compared to Nifty 50 

with high volatility

Source: MFI Explorer Internal research ;dated 28th Feb 2025. Past performance may or may not be sustained in the future and is not the guarantee for any future 

returns.



Equity Savings Fund – Product Positioning
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The above graph is for illustration purpose only. Risk & return spectrum shown above is for broadly explaining the same for almost all fund types. The actual risk returns for the schemes 

mentioned may or may not be in line with the risk-return curve shown above. 

Expected Return

Equity Savings Funds (ESFs) are a type of hybrid scheme, which invests in debt, arbitrage

and equity (Minimum gross equity allocation 65%)



Asset Allocation
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A healthy mix of the above three asset allocation helps providing capital appreciation while restricting portfolio downside. Asset allocation 

pattern may change depending upon the market conditions, market opportunities, economic and political factors.

Unhedged Equity

0% to 

50%

15% to 

90%
0% to 

10%

REITs and INVITs

Investment strategy stated above may change from time to time and shall be in accordance with the investment objective and strategy stated in the SID of the scheme. For further details on 

asset allocation, investment strategy and risk factors of the Scheme, please refer to the SID available on our website (www.barodabnpparibasmf.in).

10% to 

35%
Hedged Equity

Equity & Equity related 

securities: 65% - 90%

Debt and 

Money Market 

Instruments

Under normal circumstances, the asset allocation under the scheme would be as follows-

http://www.barodabnpparibasmf.in/


Asset Allocation – Based on Proprietary Model
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This captures the 

P&L aspect

This captures the 

Cash Flow aspect

This captures the 

Balance Sheet 

aspect

This captures the 

Market Premium 

aspect

Earnings 

Yiel-d-

GSec

Price 

Earnings

Price/

Book

Value

Dividend 

Yield

These 4 parameters are compared to their historical 5 year averages.

The model follows the matrix approach for asset allocation based on different parameters.

The model follows a disciplined rebalancing process on a monthly basis.



Investment Strategy
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The scheme 
intends to 

maintain its 
average duration 
in the range of 

2.00 – 2.25 years

The fund would 
follow an 

accrual-based
strategy

The scheme 
invests in AA & 

AA+ rated quality 
papers

Equity

 Asset allocation will be based on a proprietary model  which is based on the valuations and fundamentals of the companies. 

The model would run on a monthly basis to decide the asset allocation and will retain the flexibility to deviate equity and 

debt exposures, depending on the market conditions. 

 Accordingly, top-down process will help in deciding the sector allocation while the bottom-up process would lead to the 

construction of the portfolio using specific securities.

 The gross equity exposure will be maintained in the range of 65% to 90% while the net equity exposure will be maintained 

between 0% to 50%.

Arbitrage

 The difference between the gross and net equity exposures would generally be invested in arbitrage.

 Reduces the impact of equity drawdowns

Fixed Income

For further details on asset allocation, investment strategy and risk factors of the Scheme please refer to SID available on our website (www.barodabnpparibasmf.in).

http://www.barodabnpparibasmf.in/
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Who is it suitable for?

Investors with low 

to moderate risk 

appetite

Investors who want 

substantial equity 

exposure with lower 

volatility

Investors with long 

term investment 

horizon

Investors wanting 

to create wealth in 

long term 

Investors who are 

seeking tax 

efficiency



PORTFOLIO DETAILS
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Portfolio Characteristics: Equity and Fixed Income 

37.67% 
Net Equity component of the 

portfolio

-28.65% 
Arbitrage Component in the 

portfolio

63.8% 
Large Cap Quality Companies 

and 36.2 % in Mid and Small 

Cap*

71% 
High Credit Quality

AAA, G-sec & Cash 

All above data are as of February 28th, 2025, and are provided as a percentage of net assets of the scheme.

*Market Capitalization as per SEBI - Large Cap: 1st - 100th company, Mid Cap: 101st - 250th company and Small Cap: 251st company onwards in terms of full market capitalization.

Portfolio details contained herein is for general information purposes only and does not indicate assurance of future Scheme performance. The sector(s) mentioned in this document do

not constitute any recommendation of the same and Baroda BNP Paribas Mutual Fund may or may not have any future position in these sector(s). Further, the portfolio of the Scheme is

subject to changes within the provisions and limitations of Scheme Information Document (SID). For further details on asset allocation, investment strategy and risk factors of the Scheme

please refer to SID available on our website (www.barodabnpparibasmf.in).

http://www.barodabnpparibasmf.in/
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Current Fixed Income Composition

•

•

•

•

•

Yield to Maturity 
(YTM)*

Average 
Maturity*

Modified 
Duration*

Macaulay 
Duration*

7.13% 4.39 Years 3.35 Years 3.52 Years

Asset Allocation (% of Net Assets)

Credit Rating Composition (% of Net Assets)

Debt Quants

http://www.barodabnpparibasmf.in/
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Equity Positioning

All data as on February 28th,2025. Source: Internal Research.

Portfolio details contained herein is for general information purposes only and does

not indicate assurance of future Scheme performance. The sector(s)/stock(s)

mentioned in this document do not constitute any recommendation of the same and

Baroda BNP Paribas Mutual Fund may or may not have any future position in these

sector(s)/stock(s). Further, the portfolio of the Scheme is subject to changes within

the provisions and limitations of Scheme Information Document (SID). For further

details on asset allocation, investment strategy and risk factors of the Scheme

please refer to SID available on our website (www.barodabnpparibasmf.in).

Total Top 10 Stock Holdings (Feb-2025) 31.00%

Top 10 Sectors 
(% of Net Assets)

Top 10 Equity Holdings 
(% of Net Assets)

•

•

•

•

http://www.barodabnpparibasmf.in/


Fund Facts
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Type of Instruments
Minimum Allocation 

(% of Net Assets) 

Maximum Allocation 

(% of Net Assets) 

Equity & Equity related securities of which: 65% 90%

(1) Equity and equity related securities (unhedged); and 0% 50%

(2) Equities, equity related securities and derivatives including index futures, 

stock futures, index options and stock options, etc as part of 

hedged/arbitrage exposure (hedged)
15% 90%

Debt and Money Market instruments* 10% 35%

Investments in REITs and InvITs 0% 10%%

http://www.barodabnpparibasmf.in/


The risks associated with investments in equities include fluctuations in prices, as stock markets can be volatile and

decline in response to political, regulatory, economic, market and stock-specific development etc. Please refer to scheme

information document for detailed risk factors, asset allocation, investment strategy etc.

Further, to the extent the scheme invests in fixed income securities, the Scheme shall be subject to various risks

associated with investments in Fixed Income Securities such as Credit and Counterparty risk, Liquidity risk, Market risk,

Interest Rate risk & Re-investment risk etc., Further, the Scheme may use various permitted derivative instruments and

techniques which may increase the volatility of scheme’s performance. Also, the risks associated with the use of

derivatives are different from or possibly greater than, the risks associated with investing directly in securities and other

traditional investments.

Please refer to Scheme Information Document available on our website (www.barodabnpparibasmf.in) for detailed Risk

Factors, assets allocation, investment strategy etc.

Risk Factors



Disclaimers: The material contained herein has been obtained from publicly available information, internally developed data

and other sources believed to be reliable, but Baroda BNP Paribas Asset Management India Private (AMC) makes no

representation that it is accurate or complete. The AMC has no obligation to tell the recipient when opinions or information

given herein change. It has been prepared without regard to the individual financial circumstances and objectives of

persons who receive it. This information is meant for general reading purpose only and is not meant to serve as a

professional guide for the readers. Except for the historical information contained herein, statements in this publication,

which contain words or phrases such as 'will', 'would', etc., and similar expressions or variations of such expressions may

constitute 'forward-looking statements'. These forward looking statements involve a number of risks, uncertainties and

other factors that could cause actual results to differ materially from those suggested by the forward-looking statements.

The AMC undertakes no obligation to update forward-looking statements to reflect events or circumstances after the date

thereof. The words like believe/belief are independent perception of the Fund Manager and do not construe as opinion or

advise. This information is not intended to be an offer to sell or a solicitation for the purchase or sale of any financial

product or instrument. The information should not be construed as an investment advice and investors are requested to

consult their investment advisor and arrive at an informed investment decision before making any investments. The

sector(s) mentioned in this document do not constitute any recommendation of the same and Baroda BNP Paribas Mutual

Fund may or may not have any future position in these sector(s). The Trustee, AMC, Mutual Fund, their directors, officers

or their employees shall not be liable in any way for any direct, indirect, special, incidental, consequential, punitive or

exemplary damages arising out of the information contained in this document. Past performance may or may not be

sustained in the future and is not a guarantee of any future returns.

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME RELATED DOCUMENTS 

CAREFULLY.

Disclaimers
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