Advantages of Investing 1in
Hybrid Mutual Funds Amid
Market Volatility

Category: Business
written by International Khabar | May 29, 2025

It is no secret that market volatility is a part of the
investment journey you take as a mutual fund investor. It can
be triggered by many factors. It can happen due to global
events, policy changes, economic data or even investor
sentiment. Feelings of uncertainty are common during volatile
times. But it is essential to remember that your investment
choice can make a meaningful difference in how your portfolio
weathers the storm.
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Role of hybrid funds amid market volatility

One such option that balances stability with growth potential
is hybrid mutual funds. These funds invest in a mix of asset
classes, typically equity and debt, making them well-suited
for times when markets are unpredictable.

Let’s break down how hybrid mutual funds work and why they can
be a suitable choice amid volatility.

What are hybrid mutual funds

Hybrid mutual funds invest in a combination of equity
(stocks), debt (bonds or fixed income instruments), and
sometimes even gold or other asset classes. The allocation
between these assets can vary depending on the type of hybrid
fund-some may be equity-oriented, others may lean more towards
debt.

By combining two or more asset classes in one portfolio,
hybrid funds aim to capture growth opportunities while also
cushioning the impact of market corrections.

There are different types of hybrid mutual funds, including:
= Aggressive hybrid funds
= Conservative hybrid funds

= Balanced advantage funds

Benefits of hybrid mutual funds in volatile markets
Diversification in a single fund

One of the basics of mutual fund investing is diversification.
This means that you spread your money across different assets
to reduce overall risk. Hybrid mutual fund, by their very
nature, are diversified by investing both equity and debt
instruments. This means that when one part of the market 1is
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underperforming, the other can help balance the impact.
Reduced impact of market swings

As established before, hybrid funds invest in both equity and
debt funds. This ensures that in periods of sharp market
swings, the debt allocations in hybrid funds can act as a
cushion. While equity markets may fluctuate, the relatively
stable returns from debt components help mitigate the
volatility. This is particularly useful for investors who are
risk-averse but still want some exposure to equities.

Dynamic rebalancing

Hybrid funds like balanced advantage funds automatically
adjust their equity and debt allocations based on the market
trends and valuations. This consistent rebalancing helps
investors stay aligned with long-term goals without reacting
emotionally to short-term market noise.

Suitable for medium-term goals

When planning for mid-term goals like planning a vacation or
buy a car, hybrid mutual funds offer a mix of return potential
and relative stability. They can provide better returns than
pure debt funds while managing downside risk better than pure
equity funds.

Who should consider hybrid mutual funds
Hybrid mutual funds are suitable for:

» First-time mutual fund investors who want exposure to
equities without taking on too much risk

» Conservative investors 1looking to balance capital
protection with modest growth

» Those with medium-term investment goals

= Investors looking for a relatively smoother experience



during volatile phases

These funds are also useful for retired individuals or those
nearing retirement who want a steady income with lower equity
exposure.

How to get started with hybrid mutual funds

You can start investing in hybrid mutual funds either through
a Systematic Investment Plan (SIP) or as a one-time Llumpsum
investment. If you’'re considering the latter, a lumpsum
calculator can help you estimate potential returns based on
the amount you plan to invest, the time horizon, and assumed
returns.

For example, if you plan to invest Rs. 5 lakh lumpsum in a
hybrid fund for five years, the lumpsum calculator can show
you projected growth under various return scenarios. This
helps you set realistic expectations and stay invested with
confidence.

Conclusion

Market volatility doesn’t mean you have to pause your
investment journey, it simply means being more thoughtful
about your choices. Hybrid mutual funds offer a practical way
to stay invested while managing risk and targeting reasonable
returns.

They provide the balance, diversification, and adaptability
that can help you stay on track, especially when markets are
unpredictable. Whether youre investing for the first time or
reshuffling your portfolio, hybrid funds can serve as a
valuable addition to your investment strategy.

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