
Sundaram Income Plus Arbitrage 
Active FOF

NFO Opens: January 5, 2026

NFO Closes: January 8, 2026

An open-ended fund of fund investing in units of debt oriented mutual 
fund schemes and arbitrage mutual fund schemes 
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Investor Dilemma
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Comprehensive Solutions: 3A Framework

Asset 
Balance 

Attractive 
Taxation 
Benefit

Aversion 
to 

Volatility

Adaptive 
Allocation 
Discipline

• Higher taxation on stable return products like 
fixed income

• Difficult to anticipate market cycles and timely 
portfolio rebalancing for individual investors, 
leading to sub-optimal asset allocation in different 
market cycles

• Switching between debt schemes also triggers 
taxation at slab rate each time

• A product with lower volatility can be favorable 
during market down-cycles

The fund’s flexibility to switch between debt mutual fund schemes and exposure to arbitrage funds aims to offer relatively stable and better post – 
taxation returns over a holding period of more than 24 months by efficiently navigating different market cycles and mitigating equity market risks.
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Portfolio Allocation

Arbitrage Funds
Actively managed 

debt-oriented funds

35% - 40%60% - 65%

Income Plus 
Arbitrage Active 
Fund of Funds

This newly created debt oriented hybrid investment category qualifies for a lower tax 
rate of 12.5%, akin to equity,

i. if held for at least 2 years and 
ii. if both equity and debt holdings (held through funds) range between 35-65%



Income Plus Arbitrage Active FOF – Key Features

6

K
e
y
 F

a
c
ts

The fund qualifies for LTCG of 12.5% post 2 years given its non specified 
Mutual Fund Structure

Being a FoF, the fund will execute its market strategy by holding a combination 
of debt schemes rather than individual securities

The fund will invest only in schemes that are actively managed

Portfolio rebalancing between schemes has no tax impact at the fund level

This fund is likely to potentially exhibit lower volatility as it combines pure 
debt schemes with arbitrage funds that run fully hedged equity positions



Why Sundaram Income Plus Arbitrage Active FOF?
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The fund will strategically allocate to a combination of select debt schemes across mid and 
long duration categories, money market and cash funds (liquid, Ultra Short)

Quality will be a cornerstone in the FOF; underlying funds will be chosen such that they are 
invested in predominantly high credit quality issuers 

The Sundaram IPA FOF will follow an Open Architecture model, to cover a basket of both 
inhouse and external schemes across arbitrage and debt 

This multi-manager strategy offers dual benefits of diversifying manager risk and combining 
investment styles

Sundaram MF’s house view on macro and rates will guide the selection of appropriate debt 
fund category to execute the market view

Sundaram’s inhouse governance framework will then form an overlay to objectively short 
list schemes with their respective weights for inclusion in the FoF
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Philosophy

MACRO
for Duration
Positioning

FUND Category 
Selection

ALPHA 
SOURCES

 

SCHEME 
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Weights
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Alpha Driver From Macro

Monetary Policy Easing / Likely to Ease Tightening / Likely to Tighten 

Fiscal Policy Consolidation Expansionary

Inflation Benign / Declining Trending Up

Crude Oil Prices Stable / Falling Rising 

INR / USD Exchange Rates Stable / Appreciating Volatile / Depreciating

Global Market Sentiment Risk – Off Risk – On

Liquidity Easing Tightening

Macroeconomic 
Parameter

Duration
Decrease

Duration 
Increase
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Alpha From Category and Scheme Selection

FUND selection SCHEME selection 
Technical factors

SCHEME selection 
Qualitative factors

Objectively identify 
funds that align with 

macro view and 
dynamically allocate to 

select funds

Size (restrict to top 10 
in each category), 

AUM stability, 
Expense structure, 
redemption cycles

Vintage, 
AMC philosophy, 

Agility and 
Execution
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Governance Framework For FOF

Real Time data

TRACKING

FOF portfolio alignment with 
i. duration view

ii. risk-return profile

Monthly

MONITORING

Underlying scheme 
performance, consistency, 
quality, and risk alignment

Quarterly

REVIEW

Detailed peer group 
evaluation for both funds 

and scheme selection

Event 

TRIGGERS

Macro / Market events: 
RBI policy changes, inflation 

surprises, sharp yield 
movements, liquidity stress 

events 

AMC-specific
Investment team changes

Fund-specific
Change in fundamentals 

attributes



Sundaram IPA-FOF – Salient Features
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The fund is suited for 
low/moderate risk 

investors as it is aimed at 
generating stable income 

with low volatility

Combining arbitrage with 
debt helps to stabilise 

overall returns in periods of 
depressed or rapidly rising 

fixed income yields

The generally prevailing 
lower yields on arbitrage 
funds is offset by higher 

carry from debt funds and 
the tax advantage

The equity like taxation of 
12.5% if held for 2 years or 

more make this fund a 
superior alternative to 
traditional debt mutual 

funds for long term debt 
investors

The 2Y holding period 
should help to smoothen 
the impact of intervening 
market cycles delivering 
better end outcomes and 

investor experience on exit

The multi-manager model 
offers freedom to choose 

between schemes and gain 
full market participation

The fund offers a superior 
alternative to ‘tax-free’ and 
‘deep-discount’ PSU bonds, 

both on returns and 
execution (no fresh supply, 

wide bid-ask spreads)



Income Plus Arb FOF Taxation - Illustration
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Particulars
Income Plus Arbitrage 

Active FoF
Debt Fund

Investment Amount (Rs.) 1,00,000 1,00,000

Return Assumption 7% 7%

Holding Period 24 months 24 months

Value at the end of tenure 1,14,490 1,14,490

Pre – Tax Gains 14.490 14.490

Applicable Tax Rate 12.50% 30%*

Tax Payable (Rs.) 1,811 4,347

Post – Tax Gains 12,679 10,143

Post – Tax Value (Rs.) 1,12,679 1,10,143

Post – Tax Returns 6.15% 4.95%

Source: As per Finance Act 2025

Holding Period
Income Plus 

Arbitrage Active 
FoF

Debt Funds

Up to 24 months
Investors Income 

Tax Slab rate
Investors Income 

Tax Slab rate

More than 24 
months

12.5%
Investors Income 

Tax Slab rate

Traditional

*Assuming investor falls in 30% tax slab: The above illustration does not 
account for cess and surcharge in the tax calculation. Note: The above is for 
illustrative purpose only, not indicative of future performance. Past 
performance may or may not be sustained in the future.

For a 2-year horizon, the FoF offers potential for higher 
returns than arbitrage funds and better tax-adjusted 

outcomes than traditional debt funds.



Rolling Return Analysis (Since 2015)
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Particulars

60% Nifty Short 
Duration Debt Index 
A-II  + 40% Nifty 50 
Arbitrage* 

Nifty Short Duration 
Debt Index A-II 

NIFTY Corporate Bond 
Index A-II

NIFTY 50 Arbitrage

Minimum 3.5% 3.3% 3.3% 2.8%

Maximum 8.1% 10.0% 16.5% 8.0%

Average 6.2% 6.7% 6.9% 5.3%

2 years Rolling Return Analysis (Daily Basis) 
Time period: Dec 2015 – Nov 2025

*60% Nifty Short Duration Debt Index A-II  + 40% Nifty 50 Arbitrage is Benchmark of Income Plus Arb Active FOF 

Source: Inhouse, AMFI, Bloomberg



How 
Sundaram IPA 

FOF is an 
attractive 

Option

Irregular 
Supply of TFB 

& DDB

Affordability 
for Customers

Less Liquidity 
of TFB & DDB

Sometime 
better yield 

Sundaram FOF vs Tax-Free Bonds and Deep-Discount Bonds
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Fund Facts

Allotment Date January 2026

Objective
The scheme shall seek to generate long-term capital appreciation by investing in units of debt oriented mutual fund schemes and 
arbitrage mutual fund schemes

Benchmark 60% Nifty Short Duration Debt Index A-II + 40% Nifty 50 Arbitrage TRI

Asset Allocation

• Units of Liquid/Debt Oriented Mutual Fund    Schemes 35-65%

• Units of Arbitrage Mutual Fund Schemes 35-65%

• Money Market Securities (including Tri Party Repo)# 0-5%

Plans Regular & Direct

Options 
Growth, IDCW (Pay Out, Reinvestment & Sweep);
Default Option: Growth; Default Sub-Option: IDCW Sweep

Minimum Subscription 
Amount

Lumpsum: First Investment: INR 5000 and any amount thereafter; Subsequent Purchase: INR 500 and any amount thereafter 
SIP: INR 1000 per week, INR 100 per month, INR 750 per quarter, 
Weekly SIP will be processed on Wednesdays

Load Structure
• Entry Load: Nil
• Exit Load: Nil
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Disclaimer
This document is issued by Sundaram Asset Management; an investment manager registered with the Securities and Exchange Board of India and is produced for information 
purposes only. It is not a prospectus, scheme information document, offer document, offer and solicitation, to name a few, to buy any securities or other investment. 
Information and opinion contained in this document are published for the assistance of the recipient only; they are not to be relied upon as authoritative or taken as a 
substitution for exercise of judgment by any recipient. They are subject to change without any notice and not intended to provide the sole basis of any evaluation of the 
instrument discussed or offer to buy. It is neither a solicitation to sell nor shall it form the basis of or be relied upon in connection with any contract or commitment whatsoever 
or be taken as investment advice. The information and opinions contained in this communication have been obtained from sources that Sundaram Asset Management believes 
to be reliable; no representation or warranty, express or implied, is made that such information is accurate or complete and it should not be relied upon as such. Sundaram 
Asset Management neither guarantees its accuracy and/or completeness nor does it guarantee to update the information from time to time. This communication is for private 
circulation only and for the exclusive and confidential use of the intended recipient(s) only. Any other distribution, use or reproduction of this communication in its entirety or 
any part thereof is unauthorized and strictly prohibited. By accepting this document, you agree to be bound by the foregoing limitations. This communication is for general 
information only without regard to specific objectives, financial situations and needs of any person who may receive it, and Sundaram Asset Management is not soliciting any 
action based on this document. Sundaram Asset Management in the discharge of its functions, may use any of the data presented in this document for its decision-making 
purpose and is not bound to disclose the same. Copies of the Statement of Additional Information, Scheme Information Document and application form with key information 
memorandum may be obtained from the offices of Sundaram Mutual offices and its authorized distributors or downloaded from www.sundarammutual.com.

For scheme specific risk factors, asset allocation, load structure, fund facts and taxation aspects please refer scheme information documents available online and at 
branches/Investor Service Centres; also, at www.sundarammutual.com

Statutory: Mutual Fund: Sundaram Mutual Fund is a trust under Indian Trusts Act, 1882. Liability for sponsors is limited to Rs 1 lakh. Sponsors: Sundaram Finance Ltd. 
Investment Manager: Sundaram Asset Management Company Ltd. 
Trustee: Sundaram Trustee Company Ltd.
Mutual Fund Investments are subject to market risks, read all scheme related documents carefully. 

Sundaram Income Plus Arbitrage Active FoF
Investors understand that their principal will be at 

Moderate Risk

60% Nifty Short Duration Debt Index A-II + 40% Nifty 
50 Arbitrage TRI
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