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Life cycle funds aim to take timing
decisions out of investors’ hands

The fund category will follow a preset glide path, reducing equity exposure and raising debt as maturity nears

jash.kriplani@livemint. com
MUMBAI

ndian marketsregulator,

tiesand Exchange Board of India

(Sebi), has unveiled anew mutual

fund category—Tlife cycle funds-

designed to automatically shift
investors from growth to safety as
they neargoals such as retirement or
achild’s education.

The move replacesexisting retire-
mentand children’s fundswithasin-
gle structure that follows a pre-de-
fined glide path, gradually rebalan-
cing asset allocation over time and
eliminating the need for investorsto
manually switch—often triggering
taxesor delaying decisions.

These open-ended schemes will
have a fixed maturity and a defined

asset path, with the flexibility to
invest across equity, debt, InvITs,
commodity derivatives, and goldand

silver ETFs. As fund houses prepare
launches, the real test will be whether
these funds genuinely improve inves-
toroutcomes.

Howwillitwork

Atits core, the structure issimple:
riskreducesautomatically over time.

In the early years—15 to 30 y¢
before maturity in a 30-year fund—
portfolios can hold high equity expo-
sure, typically % to 95%, with
smaller allocations to debt and lim-
ited exposure to gold and silver. As
maturity nears, equity is gradually
reduced while debt rises to cushion
volatility and preserve gains. In the
final years, equity may fall to 5% to
20%, with debt becoming dominant.

Fund houses can launch life cycle
funds\wlh maturities of 5-30 years.
ich fund may be launched forten-

How life cycle funds will work

These funds are aimed at helping investors with their goal-based investments by gradually
switching asset allocation from aggressive to conservative along a pre-defined glide path.

What are life cycle funds?

» The funds will follow a pre-defined glide path

across multiple asset classes.

» Aglide path is a pre-determined schedule for
gradlually shifting asset allocation over time.
» The funds will have a specified target-date

maturity.
» On maturity, the fund will close
proceeds to investors.

“When the fund reaches less than one year of
option to investors to merge fund with another

maturity date and continue investments; subject to positive

consent from investors.

Can investor exit before maturity date?
B Yes, it is an open-ended scheme

» But higher exit load if withdrawal is very short
P 3% if exit is within 1 year; 2% if within 2 years;

19 if within 3 years

and return

maturity it can give
fund with nearest

How it helps?
P These funds
will be useful

for goal-based
investing

Glide path of a life cycle fund with 30-year maturity

» Whenthe | B As goal date
goalsarefar | nears, fund
away, fund focus shifts to
can be more protecting
aggressive capital

Years to vestment vestment in gold/silver/
maturity in debt (%) ETFS/ETCDs*/InvITs (%)
1530 years | | s | 010

Starting 1 A 5

allocation 10-15 years 525 0-10
5-10 years 525 0-10

= \/ 3-5years 3550 2550 0-10

loser to goal s

fund maturity 13 years | 20-35 2565 ! 0-10

<1year 520 25-65" 0-10

*Exposure in debt instruments shall be limited to AA & above rated instruments with residual maturity less than the t
target maturity of scheme; **ETCDs shall be based only on gold/silver. Source: Sebi

Lﬂu)n]v[un(lw ninvest across

uresin Itipl damax:
mum of 6 fundsk ,1mu[u<|lf\md("m
beactive for subscription at any given
point in time,” Sebi said. The funds
must include maturity in theirnames.

classes. They mayalso
investuptof0%inthearbitrigeseg:
mentwhenresidual maturity isunder

were limited to retirement and chil-
dren’s categories. Under the new
rules, thesewill be discontinued, with
life r\clo ﬁmd& bccnmmo the sole

five years. As op 1schemes,
investors can withdraw anytime. But,

Forinstance, a inginl0
years would carry a year-based title
such as ABC Fund 2036. When less
thanayear remains, fund houses may
offer investors the option to merge
into another scheme with a later
maturity, subject to positive consent.

“financial dlscnphnc

to
Sebi hasallowed higher exit loads.

tru
carlierretirement funds use(l tooffer
aggressive, moderate and conserva-
tiveallocation options, but investors
avoided switcl hmﬂn\ ‘ertax concerns.

tssaid
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Radhika Gupta, managing director
and CEO, Edelweiss Mutual Fund.
DeepakShenoy, CEO, Capitalmind
MF said, life cycle funds can work for
both medium- and long-term goals.
“If someone has ar educa-

tax leakage. Tax impactarises only at
maturity orat the time of redemption.
The structure is such that investors
will bear long-term capital gains tax at

i ninvestorwere toimple-
ment a glide path, they would typi-
cally need to sell growth assets such
as equities multiple times along the
way, triggering capital gains tax at

xp!
“It'sthe ngln solution forinvestors.
We need to see how to incorporate
risk-profile of different investors in
the fundsasitisa pooled investment.
Even investors of the same age can
have different risk-profiles,” pointed
out Swarup Mohanty, CEO, Mirae
Asset Investment Managers (India).

“Thisisan excellentideaforinves-
torswho can’tefficiently manage the
timing risks linked to financial goals
and holdnn toriskassetslongerthan

e, considering
awell
established international precedent,”
said Vishal Dhawan, founder of Plan
Ahead Wealth Advisors.

What should investorsdo

Mutual funds are expected to
launch life cycle offerings in the com-
ing months, positioning them for
long-term goals such as retirement,
education and milestone-based
investing.

While the framework prescribesa
glide path, itallows flexibility within
defined asset bands. Investorsshould
examine each fund’s startingalloca-
tionand howaggressively it positions
equity early on. Fund house:
expected todisclose thei
strategy, enabling compa

Ultimately, suitability will depend
onindividualrisk tolerance. Investors
of the same age can differ in income
stability, financial obligations and
u]mk)rlmlh\olaulm ,makingalign-
mentbetweenafund’s glide path and
personal risk appetite as crucial as
matching maturity toa goal.

tion goalforthe child, they can invest
inalife cycle fund withan eight-year
residual maturity. As the goal nears, it

ife cycl leassetallo-
cation changes within the fund itself,
making it more tax-efficient. There is
nomanual switchingrequired,” said

ly shifts to a more con-
servative asset allocation to protect
capital. All the rebalancing happens
within the fund, sothere isno interim
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