
Adding Equity ≠ Adding Volatility Always
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     Looking Beyond Price Correction

Generally, it is perceived that if we add Equity to the Bond Portfolio, we increase the portfolio's risk (Volatility). 
But that is not true always. This relationship is not linear as depicted in the below chart:

• It can be inferred from the adjacent table that a 100% 
bond portfolio has delivered an average return of 7.1% 
with a volatility of 6.9%; by adding 10% equity, volatility 
reduces to 6.1%, and the average return improves by 
1.0%.

• It is also notable that a 75% Bond and 25% Equity 
combination represents almost similar volatility as a 
100% Bond portfolio on average with a 2.6% higher 
return measured for 1-year of the average volatility 
(standard deviation) and average return observations.

• Which means the asset allocation portfolio has delivered 
risk-adjusted return than a 100% Bond Portfolio.

Average 1 Year rolling return on daily basis and 
Standard Deviation (Volatility) of the return for 
various combination of Equity and Debt for the 

period January 2001 to December 2023

Portfolio
Composition

Average 
Annual 
Return^

Average 
Annual 

Volatility^

D:100%, E:0% 7.1% 6.9%

D:90%, E:10% 8.1% 6.1%

D:80%, E:20% 9.2% 6.4%

D:75%, E:25% 9.7% 6.9%

D:70%, E:30% 10.3% 7.8%

D:60%, E:40% 11.4% 9.8%

D:50%, E:50% 12.6% 12.2%

D:40%, E:60% 13.8% 14.8%

D:30%, E:70% 15.0% 17.6%

D:20%, E:80% 16.3% 20.5%

D:10%, E:90% 17.5% 23.4%

D:0%, E:100% 18.9% 26.5%

Key Observations

D = Debt (Crisil 10 Year Gilt Index), E = Equity (S&P BSE Sensex TRI). Source: MFIE, Bloomberg and Internal Research of WhiteOak Capital. ^Average 1 Year 
rolling return on daily basis and Standard Deviation (Volatility) of the return for various combination of Equity and Debt for the period January 2001 to 
December 2023 is considered for above analysis. The above factual data analysis is only to understand the concept of Multi Asset Allocation. The performance 
of the “Combination of Equity and Debt” does not represent the performance of the scheme. Past performance may or may not be sustained in future and 
is not a guarantee of any future returns.

Chemistry of Investing
A Study of Multi Asset Allocation Concept

100% Debt, 0% Equity
7.1% Return, 6.9% Volatility

75% Debt, 25% Equity
9.7% Return, 6.9% Volatility
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Adding Gold as a Third Asset Class
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Let's see what happens when we add a third asset class, i.e., Gold, to previously discussed two asset (Debt and 
Equity) portfolio. Gold, as we know, has a Negative Correlation with most of the other asset classes on average. 
So, when we add 20% Gold to this two asset portfolio, the resultant Asset Allocation becomes 25% Equity, 20% 
Gold, and 55% Debt.

• The Return-Volatility Trendline shifts from right to left, i.e., 
volatility reduced all three asset combinations (compared 
to 2 asset portfolios).

• The portfolio with 25% Equity, 20% Gold, and 55% Bond 
has exhibited similar volatility of 6.9% as the 100% Bond 
Portfolio along with an average return of 11.1% (i.e., 
about 4% higher compared to a 7.1% average return 
from 100% Bond Portfolio).

• This clearly shows that adding a judicious combination of 
Low Correlated, No Correlated, and Negatively Correlated 
Growing Asset Classes can achieve a superior risk-adjusted 
return on the portfolio level.

Average 1 Year rolling return on daily basis and 
Standard Deviation (Volatility) of the return for 

various combination of Equity, Debt and Gold for the 
period January 2001 to December 2023

Portfolio
Composition

Average 
Annual 
Return^

Average 
Annual 

Volatility^

D:80%, E:0%, G:20% 8.4% 6.6%

D:70%, E:10%, G:20% 9.4% 5.8%

D:60%, E:20%, G:20% 10.5% 6.2%

D:55%, E:25%, G:20% 11.1% 6.9%

D:45%, E:35%, G:20% 12.2% 8.8%

D:40%, E:40%, G20% 12.8% 10.0%

D:30%, E:50%, G20% 14.0% 12.5%

D:25%, E:55%, G20% 14.6% 13.9%

D:20%, E:60%, G20% 15.2% 15.2%

D:15%, E:65%, G20% 15.8% 16.7%

D:10%, E:70%, G20% 16.5% 18.1%

D:0%, E:80%, G20% 17.7% 21.1%
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100% Debt, 0% Equity
7.1% Return, 6.9% Volatility

75% Debt, 25% Equity
9.7% Return, 6.9% Volatility

55% Debt, 25% Equity, 20% Gold
11.1% Return, 6.9% Volatility

Key Observations
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D = Debt (Crisil 10 Year Gilt Index), E = Equity (S&P BSE Sensex TRI), G = Gold (MCX Gold INR). Source: MFIE, Bloomberg and Internal Research of WhiteOak 
Capital. ^Average 1 Year rolling return on daily basis and Standard Deviation (Volatility) of the return for various combination of Equity, Debt and Gold for the 
period January 2001 to December 2023 is considered for above analysis. The above factual data analysis is only to understand the concept of Multi Asset 
Allocation. The performance of the “Combination of Equity, Debt and Gold” does not represent the performance of the scheme. Past performance may or 
may not be sustained in future and is not a guarantee of any future returns.

Two Asset
Portfolio

(Equity and Debt)

Three Asset
Portfolio

(Equity, Debt and Gold)
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Ordered by performance in percentage terms (best to worst) for each Calendar Year. Past performance may or may not be sustained in future and is not a 
guarantee of any future returns. Source: Bloomberg, Yes Securities and Internal Research of WhiteOak Capital. Equity IND: Nifty 50 TRI, Equity – US: S&P 500 
INR, MSCI DM: MSCI World Index (Developed) INR, MSCI EM: MSCI Emerging Index INR, Gold: Gold INR, Debt: CRISIL Composite Bond Index, NASDAQ: 
NASDAQ Composite Index INR, *Real Estate: RBI House Price Index, available only upto Q2 of FY23-24 (Showing 9-month return). Correlation of asset classes 
based on their annual return from Jan 2010 to Dec 2023.

Calendar Year wise performance (% return) of select indices

A chemical reaction occurs when two or more substances (reactants) are mixed and result in one or more new 
substances. For example, Respiration – we inhale oxygen which reacts with glucose and produces carbon dioxide, 
water, and energy. Adding or subtracting a small atom can results into completely new substance.

Just like chemicals, various Asset Classes also perform differently when they are mixed depending on type of 
Asset Class and allocation mix. Each of the Asset Class has it’s role in an investor’s portfolio:

Various Asset Classes have varied Degree of Correlation 
with each other. Economic Cycles and Markets across 

the globe are very dynamic and it is not possible to 
consistently time the winning asset class, but a right 
mix of these asset classes may help investors achieve 
optimum level of risk adjusted return to attain their 

long-term financial goals.

Correlation of Select Asset Classes with each other

Correlation is a statistical measure that indicates the extent to which two or more variables (Asset Classes in our example) fluctuate in relation to each other. 
It ranges between +1 to -1. When two variable (Asset Classes) generally move in the same direction, they are said to be positively correlated and vice versa.

Chemistry of Investing
A Study of Multi Asset Allocation Concept

*

*The scheme will invest in Overseas ETFs.

Asset Classes Indian Equity Debt Gold US Equity

Indian Equity -- -0.07 -0.53 +0.39

Debt -0.07 -- +0.06 +0.13

Gold -0.53 +0.06 -- -0.12

US Equity +0.39 +0.13 -0.12 --

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Nasdaq 
58.2

Equity - IND 
32.9

Nasdaq 
12.1

Equity - US 
14.9

Equity - IND 
30.3

Gold 
7.9

Nasdaq 
39.7

Nasdaq 
48.6

Equity - US 
31.2

Gold 
13.9

Nasdaq 
45.5

Equity - US 
49.5

Nasdaq 
17.3

Real Estate 
9.8

MSCI EM 
14.1

MSCI EM 
29.0

Liquid 
7.6

Equity - US 
34.4

Gold 
28.0

Equity - IND 
25.6

Equity - IND 
5.7

Equity - US 
27.0

MSCI DM 
43.0

Real Estate 
16.9

Debt 
8.6

Debt 
12.9

Nasdaq 
21.8

Nasdaq 
6.0

MSCI DM 
30.5

Equity - US 
21.4

Nasdaq 
24.6

Liquid 
5.1

MSCI DM 
24.5

Real Estate 
10.1

Equity - US 
16.2

Liquid 
8.2

Nasdaq 
11.7

MSCI DM 
15.0

Debt 
5.9

Gold 
23.8

MSCI EM 
21.3

MSCI DM 
24.2

Real Estate 
2.8

Equity - IND 
21.3

MSCI EM 
10.0

Debt 
14.3

Equity - US 
6.2

Gold 
11.3

Equity - US 
14.4

Real Estate 
5.1

MSCI EM 
21.0

MSCI DM 
18.9

Liquid 
3.6

Debt 
2.5

Gold 
15.4

Liquid 
9.0

Liquid 
9.2

MSCI DM 
3.8

MSCI DM 
10.3

Real Estate 
7.2

Equity - IND 
4.6

Equity - IND 
13.5

Equity - IND 
16.1

Debt 
3.4

Equity - US 
-9.1

MSCI EM 
10.9

Equity - IND 
8.1

MSCI DM 
7.3

Equity - IND 
-3.0

Real Estate 
8.3

Liquid 
6.7

Equity - US 
4.4

Debt 
10.7

Debt 
12.3

Real Estate 
3.1

MSCI DM 
-9.1

Debt 
7.4

Debt 
3.8

MSCI EM 
0.0

Gold 
-6.6

Liquid 
7.5

Gold 
5.1

MSCI DM 
-0.4

Liquid 
6.9

Liquid 
4.6

MSCI EM 
-0.6

MSCI EM 
-11.3

Liquid 
5.8

Gold 
-4.5

Gold 
-7.9

MSCI EM 
-10.9

Equity - IND 
4.4

Debt 
4.7

MSCI EM 
-6.8

Real Estate 
3.0

Real Estate 
2.2

Gold 
-4.2

Nasdaq 
-25.1

Real Estate* 
2.0



Achieving Optimal Level of Risk-Adjusted Return
By allocating investment in Multiple Asset Classes (Multi Asset Allocation)

Financial
Year

S&P BSE
Sensex TRI

CRISIL Short Term 
Bond Index

MCX Gold
(INR)

S&P 500 TRI
(INR)

Sample Multi-
Asset Portfolio^

FY 2011 12.5% 5.1% 27.4% 14.7% 13.0%
FY 2012 -9.2% 8.3% 32.9% 24.0% 10.9%
FY 2013 10.1% 9.1% 7.1% 21.9% 9.5%
FY 2014 20.7% 8.9% -3.2% 33.9% 10.1%
FY 2015 26.8% 10.3% -8.3% 17.3% 10.1%
FY 2016 -7.9% 8.5% 10.9% 8.1% 4.9%
FY 2017 18.5% 9.1% -1.9% 14.9% 9.0%
FY 2018 12.7% 6.1% 7.4% 12.9% 8.4%
FY 2019 18.8% 7.6% 3.2% 18.1% 9.8%
FY 2020 -22.9% 9.9% 29.7% 1.1% 6.2%
FY 2021 69.8% 7.8% 7.3% 51.8% 25.4%
FY 2022 19.5% 5.2% 16.6% 20.0% 12.4%
FY 2023 2.0% 4.2% 16.0% -1.5% 6.3%

FY 2011 to FY 2023 11.3% CAGR 7.7% CAGR 10.5% CAGR 17.5% CAGR 10.4% CAGR

Sample Multi Asset Portfolio^

Asset Class Represented by Weight

Domestic Equity S&P BSE Sensex TRI 25%

Debt CRISIL Short Term Bond Index 45%

Gold MCX Gold (INR) 25%

US Equity S&P 500 TRI (INR) 5%

Financial Year wise performance (% return) of select indices

It is interesting to note from above table that for a Multi-Asset Portfolio, Gold has provided some 
downside protection in many of the years when Domestic Equity has delivered negative returns and vice 
versa. Various Asset Classes have varied Degree of Correlation with each other. Economic Cycles and 
Markets across the globe are very dynamic and it is not possible to consistently time the winning asset 
class, but a right mix of these asset classes may help investors achieve optimum level of risk adjusted 
return to attain their long-term financial goals.

Let’s create a “Sample Multi Asset 
Portfolio” with pre-defined allocation in 

some of the asset classes with annual 
rebalancing. And see, how this simple 

strategy may help investors achieve better 
risk-adjusted return on their investments.

Source: MFIE, Bloomberg and Internal Research. The above column is only to understand the concept of Multi Asset Allocation. ^The performance 
of the “Sample Multi Asset Portfolio” does not represent the performance of the scheme. Depending on what weight one assigns to different 
asset classes, the results can vary accordingly. The above analysis assumes annual rebalancing to predetermined weights (as mentioned in above 
table). Past performance may or may not be sustained in future and is not a guarantee of any future returns.

C/564/02/24

White Oak India Pioneers Equity Portfolio

     Looking Beyond Price Correction

Chemistry of Investing
A Study of Multi Asset Allocation Concept

While reasonable endeavors have been made to present reliable data in the document, but WhiteOak Capital Asset Management Ltd. does not
guarantee the accuracy or completeness of the data in the document. WhiteOak Capital Asset Management Ltd. or any of its connected persons
including its subsidiaries or associates or partners or employees shall not be in any way responsible for any loss or damage that may arise to any
person from any inadvertent error in the information contained, views and opinions expressed in this Presentation. Past performance should not be
taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future
performance. Information, opinions and estimates contained in this Presentation reflect a judgment of its original date of publication by WhiteOak
Capital Asset Management Ltd. and are subject to change without notice. This Presentation is not directed or intended for distribution to, or use by,
any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication,
availability or use would be contrary to local law, regulation or which would subject WhiteOak Capital Asset Management Ltd. and its affiliates to
any registration or licensing requirement within such jurisdiction The product described herein may or may not be eligible for sale in all jurisdictions
or to certain category of investors. Persons in whose possession this Report/Presentation may come are required to inform themselves of and to
observe such restrictions. Before making any investments, the readers are advised to seek independent professional advice, verify the contents in
order to arrive at an informed investment decision.

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

mf.whiteoakamc.com Call your Mutual Fund Distributor 1800 3000 3060
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