
Your money is too important to invest without a strategy. That's why it's critical to analyse your goals and
your current situation before you make your next investment decision. Asset allocation is the process of
dividing up your investments among different asset classes in a way that maximizes your wealth by
reducing the overall risk. You should consider an asset allocation strategy based on your:

 Time horizon — how long you expect you’ll need your assets to last
 Risk tolerance — how willing you are to endure the market’s ups and downs in exchange for

more growth potential over the long term
 Financial situation — including your lifestyle and assets

In fact, the right asset allocation can help you maintain your confidence through economic ups and downs
and may even increase your potential for better returns over time. Keep in mind that neither diversification
nor asset allocation ensures a profit or guarantees against loss.

Investment types

There are three basic investment types—short-term investments, bonds, and stocks. And they, like
investors, fall along a range from conservative to aggressive.

 Short-term investments are the most conservative. Also known as “cash” investments, this
investment type generally involves the least amount of risk, but also tends to provide the lowest
potential returns.

 Bonds are in the middle. Generally less risky than stocks, this investment type typically offers
moderate returns and risk when compared with stocks.

 Stocks are the most aggressive. This investment type has historically provided the highest long-
term returns and the greatest risk. Stock investments include large (large cap), medium-size (mid-
cap), and small (small cap) companies.

The Mutual Fund Way To Diversify

There are several advantages of investing in a mutual fund compared to directly investing in stocks or
fixed return instruments.

 Mutual fund investing is affordable, the minimum amount to be invested in a mutual fund is low
and you get access to a diversified portfolio even with a very small amount of money.

 Likewise, investors who need flexibility to exit their investments as and when they feel like, find
mutual funds convenient for the easy exit option they offer.

 Moreover, there is great transparency in the way investments are done and managed by the fund
managers as the industry is well regulated and falls under the purview of the market regulator,
SEBI.

But where mutual funds score the most, is the instant and easy diversification they offer by spreading
your money across different investments like equity, fixed income, gold and real estate. What’s more, the
investments are handled by experienced professionals who are well versed with the changing dynamics
of the markets and economy. So do consider investing in mutual funds to get the most of diversification
through a single instrument.


