
Specialised Investment 
Funds: The Strategic Middle 
Ground for Indian HNIs
India's wealth management landscape has evolved dramatically. High-
net-worth individuals now seek sophisticated strategies beyond 
traditional mutual funds and fixed deposits. 
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MARKET EVOLUTION

India's Sophisticated Era of Wealth Management

The Portfolio Challenge

Growing portfolios meet unpredictable markets. How do 
you maintain progress during prolonged stagnation or 
sharp corrections?

Indian investors have mastered mutual fund SIPs and 
achieved impressive portfolio growth. However, increasing 
volatility and market complexity demand more nuanced 
approaches. Traditional long-only strategies face limitations 
when markets turn bearish, creating a critical gap in 
sophisticated investors' toolkit.

SIFs address this challenge by combining regulatory 
oversight with advanced investment strategies previously 
accessible only through high-barrier alternatives.
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The "Missing Middle" of Indian Investing

Mutual Funds

Transparent, regulated, accessible

Constraint: Long-only strategies 
vulnerable during downturns

SIFs: The Bridge

SEBI-regulated with advanced 
flexibility

Advantage: Sophisticated strategies 
at accessible thresholds

AIFs & PMS

Complex strategies, high returns 
potential

Barrier: ₹50 lakh+ entry, limited 
transparency

SIFs occupy the strategic middle ground—maintaining mutual fund governance whilst offering portfolio managers access to 
derivatives, long-short positions, and tactical sector rotation. It's institutional capability democratised for the ₹10 lakh+ 
investor.
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The Critical Reality Check: Understanding the 
Trade-offs

Manager Skill
Long‐short 

expertise required

Liquidity 
Structure

Notice periods for 
redemptions

Skill + Liquidity

Alignment of 
strategy and access

No Magic Wand—Just Smarter Tools

The Skill Gap: Long-short strategies demand exceptional 
manager expertise. Incorrect short positions can erode 
gains. Manager selection is paramount—track record and 
strategy clarity matter immensely.

The Liquidity Trade-off: SIFs often feature exit loads or 
redemption windows. This isn't a flaw—it's a feature 
preventing forced selling during inopportune moments. 
However, it requires patient capital and proper liquidity 
planning.

SIFs suit investors with 9–12 month horizons minimum, 
seeking absolute returns rather than benchmark-relative 
performance.
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The Core Advantage: 
Downside Protection in 
Volatile Markets

Risk-Aware Engineering

SIFs employ derivatives and short positions to cushion portfolios 
during corrections. When benchmarks fall 20%, well-managed SIFs 
aim for single-digit drawdowns.

Smoother Performance Trajectory

Reduced volatility improves risk-adjusted returns (higher Sharpe 
ratios). Your portfolio compounds more efficiently when severe 
drawdowns are minimised.

Long-term Wealth Preservation

Downside protection matters more than upside capture for wealth 
preservation. SIFs prioritise capital protection whilst participating in 
market upside.
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Strategic Advantages for High-Net-Worth Investors

Sophisticated, High-Alpha 
Strategies

Long-short flexibility generates 
returns in falling markets

Up to 25% in unhedged derivatives 
for alpha generation

Tactical sector rotation captures 
opportunities

Strategic Middle Ground

¹10 lakh minimum vs ¹50 lakh for 
PMS

SEBI-registered AMC management

Institutional expertise, mutual fund 
accessibility

Enhanced Diversification & Risk 
Management

Lower correlation to equity 
benchmarks

Access to REITs, InvITs, commodities

5-tier risk-band system reviewed 
monthly

https://gamma.app/?utm_source=made-with-gamma


Why SIFs Deserve Portfolio Allocation Now

Absolute Return Philosophy

SIFs target positive returns regardless of market direction. 
Short-term volatility is natural; assess performance over 93
12 months to evaluate strategy effectiveness.

Edge Over Arbitrage & Debt Funds

SIFs deliver arbitrage-like stability plus approximately 3% 
additional alpha. Unlike arbitrage funds, SIFs can take naked 
short derivative positions and participate in special situation 
trades.

Taxation: The Compelling Advantage

SIFs receive equity taxation treatment4significantly more 
favourable than debt mutual funds for high-bracket 
investors.

Genuine Liquidity

Redemption within T+2 days provides practical liquidity for 
most investors, despite notice period structures in some 
schemes.
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Strong Early Adoption Signals Market Validation

₹6,564cr
Total SIF AUM

As of January 31, 2026

84%
Hybrid Long-Short Dominance

₹5,485 crore in long-short strategies

₹1,729cr
January 2026 Net Inflows

Significant investor interest

Within few months of SEBI's 2025 introduction, SIFs have attracted substantial interest from family offices, HNIs, UHNIs, and 
corporate treasuries. The rapid adoption reflects genuine demand for sophisticated, regulated alternatives in India's evolving 
wealth management landscape.
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Strategic Portfolio Role: Satellite 
Allocation for Optimisation

Core Holdings

Traditional long-only mutual funds and index exposure

Satellite: SIF Allocation

10320% tactical allocation for alpha generation and 
downside protection

Optimised Outcome

Higher Sharpe ratio, smoother returns, better risk-adjusted 
performance
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The Strategic Case for SIF Adoption

Implementation Approach

Allocate 10320% of equity portfolio to quality SIFs with 
proven managers. Complement core holdings rather than 
replace them. Evaluate performance over full market 
cycles, not quarterly.

The Bottom Line: SIFs aren't for everyone4but for 
sophisticated investors seeking institutional strategies with 
regulatory protection, they represent India's most 
compelling wealth management innovation in years.
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