
 

TATA ARBITRAGE FUND 

An open-ended scheme investing in arbitrage opportunities 
 

 

UPDATE ON THE CURRENT SCENARIO 

Debt yields and arbitrage fund returns in general tend to move in tandem. When debt yields moved up, equity arbitrage 

fund returns too started to increase. Reduced redemption in arbitrage funds also reduced the pressure on the Arbitrage 

Spreads. The Cost of the Carry locked in for the September expiry is around 5.2% (Direct Plan) and can be more if the 

current volatility continues in the market. 

Tata Arbitrage Fund AUM in May ’21 was ~ 5k crs, and with significant inflows, it grew Two times in September ’21, 

reaching 11k crs. The Debt Yield were probably the lowest during that period. As the fund inflows, large amount of margins 

(to take position in futures) were placed at the prevailing rates during that period which were the lowest in the year. After 

that, rates moved up sharply and the Arbitrage fund debt portion faced an MTM impact. The drag last year was on account 

of debt portion. 

Most of the debt placed during last year at low rates is maturing by December 2022, of which G-sec outstanding is 3.5%. 

Maturing G-sec will be placed at the current rates which are much higher and hence will keep increasing the yields of the 

overall fund. 

The volatility capture during the month continues to be amongst the best in the industry. Our money management in the 

fund has been top notch due to swift movement across market caps, stocks, and sectors. The Dividend views taken by us 

since the time we have been managing the fund has been quite accurate and has helped to generate alpha in the fund. 

Also, during the month if the Arbitrage opportunities reduces, there is flexibility to move allocations to Debt, where the 

yields have improved significantly. 

Outlook on Tata Arbitrage fund is looks encouraging with roll spreads increasing, YTM of debt book higher and during the 

month volatility capture continuing to remain strong. We continue to believe that Tata Arbitrage Fund may generate 

higher post tax returns than the liquid fund on an investment horizon of more than 3 months. There may be good 

annualized returns in the coming few months. 

 

 

  

 

For External Circulation 

Data as on 31st Aug 2022 

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

SEPTEMBER 2022 

Update 

 

(It may be noted that risk-o-meter specified above is based on the scheme characteristics. The same shall be updated in accordance with provisions of SEBI circular 

dated October 5, 2020 on Product labelling in mutual fund schemes on ongoing basis.) 

 



 

Rollover: Rollover involves carrying forward of the current futures positions from the current series, which is nearing 

expiry date, to the next one.  

 

 

The market-wide rollover has been over 90% in the past few months. 

Rollover Spreads: Rollover spread for a portfolio is the difference in yield that is obtained when the position is carried 

over from one month to another. This yield can be realized at the expiry or before. 

 

 

In the beginning of FY22, rollover spreads spiked significantly due to the volatility and uncertainty created by renewed 

waves of the coronavirus pandemic and associated disruption of economic activities. As the markets calmed down, 

spreads settled into the 29-36 bps range since July-21. It has risen 55 bps this month, which is the highest in the last one 

year. 

Open Interest: Open interest is the total value of outstanding derivative positions in the market.                                                              

It provides a picture of trading activity, and whether money flows into the futures market is increasing or decreasing.  

 

 

Open interest rose steadily over the past year till Nov-2021 and has declined to some extent since. The volatility in the 

markets has caused some investors, especially in retail category to stay away from the markets. Open Interest declined 

from ~2.05 lakh crores in November 2021 to ~1.73 lakh crores at the end of Feb-22. It has since remained rangebound. It 

increased significantly from ~Rs.1.50 lakh crores in May-21 to the ~Rs.1.84 lakh crores level in Aug-2022.  
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Retail participation in the stock futures market has been in the ~27-31% range in the past year. It has been declining since 

January ’22 to a low of 26% last month and risen this month to 27%.  

 

Movement of Arbitrage Spreads 

Spreads between cash equity and futures may move up under the following scenarios: 

Arbitrage Spreads Scenario Possible Reasons 

Spreads Move Up Markets remain strong 

Spreads Move Down Markets remain flat 

Higher volatility in the markets can help enhance returns.  

 

FACTORS AFFECTING THE FUND 

Asset Allocation 

 

Exposure to cash futures arbitrage ranges from 65-70%. This exposure is a function of the view on the market by the FM 

and to some extent the level of margins required for the positions. When markets stabilize or retail and HNI participation 

in the market increases, broad basing of the market happens, spreads tend to go up. When that happens, exposure 

towards cash futures arbitrage also moves up. If the FM finds stocks with decent spreads available even in the current 
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scenario, the exposure can touch the higher side of the band, else can be toned down to a minimum of 65%. Open Interest 

is an indicator of stability in the market – increase in open interest may lead to increase in spreads. 

Return Drivers 

Broad Sources of Returns for the fund: 

Rollover Spreads 60-70% 

Intra-Month Trading 30-40% 

 

Factors that Impact Returns from Intra-Month Trading* 

1. Allocation between the Market caps i.e., large cap, Mid cap & Small cap: The fund manager deftly shifts 

allocations to market caps to reflect the current situation. This helps to take advantage of the volatility within the 

segment, thus allowing an enhancement in the return. The performance varies with how you adjust allocations 

among the market caps. 

2. Stock Selection- This is a crucial part in the management of the arbitrage fund. Criteria for stock selection includes: 

 

a. How much interest is there in the stocks & direction of price movement- which means whether the stock will 

be volatile or not and whether the stock will trend in one direction or not. The fund manager is biased towards 

volatile stocks as it allows for easy exits leading to return enhancement. 

 

b. Corporate Actions- Understanding the corporate actions viz. dividends, mergers and fundamentals are critical 

and acting on them gives the fund an edge. 

 

c. Generally, the fund takes a top-down approach towards market cap allocation, however positions can be built 

in individual stocks based on the fund manager’s convictions. 

 

FUND PERFORMANCE  

Period Return % Rs. Return % Rs. Return % Rs.

1 Year 3.11% 10,310 3.41% 10,340 3.17% 10,316

3 Year 4.20% 11,316 3.52% 11,095 3.52% 11,451

5 Year NA NA NA NA NA NA

Since Inception 4.70% 11,854 4.24% 11,661 5.26% 12,091

Tata Arbitrage Fund Nifty 50 Arbitrage Index* CRISIL 1 Year T-Bill Index#

 
Fund Manager: Sailesh Jain 
 
*Scheme Benchmark                                                                                       #Scheme Additional Benchmark 
For Other Scheme Managed by Sailesh Jain, please refer to page 6. 

 

  

*Based on current market conditions and may change in the future 

 



 

FUND OVERVIEW 

 

 

 

 

 

 

 

 

 

 

 

Top 5 Sectors                                                                                         Top 10 Cash Equity Holdings 

 

 

 

 

 

 

 

 

NAV Movement 
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Tata Arbitrage Fund - Reg - Growth Nifty 50 Arbitrage Index

Benchmark Nifty 50 Arbitrage Index 

Inception Date 18th December 2018 

AUM Rs. 7384.80 Crores 

Expense Ratio Regular: 1.07 

Direct: 0.29 

Fund Manager Sailesh Jain (Managing Since 8th 

December-18) 

Sector Allocation 

Financial Services 15.16% 

Information Technology 7.66% 

Automobile and Auto Components 6.52% 

Metals & Mining 6.06% 

Chemicals 4.20% 

Holding Allocation 

ADANI ENTERPRISES LTD. 3.29% 

MARUTI SUZUKI INDIA LTD. 2.74% 

ICICI BANK LTD. 2.53% 

HCL TECHNOLOGIES LTD. 2.52% 

ADANI PORTS AND SPECIAL ECONOMIC 
ZONE LTD. 

2.41% 

AMBUJA CEMENTS LTD. 2.26% 

TATA POWER COMPANY LTD. 2.03% 

TATA CONSULTANCY SERVICES LTD. 1.88% 

TATA MOTORS LTD. 1.77% 

ZEE ENTERTAINMENT ENTERPRISES LTD. 1.62% 

About the Fund 

Arbitrage is the simultaneous buying and selling of securities, 

currency, or commodities in different markets or in derivative 

forms to take advantage of differing prices for the same asset.  

The scheme invests primarily in arbitrage opportunities 

between spot and futures prices of exchange traded equities 

and the arbitrage opportunities available within the derivative 

segment. 

The investment objective of the Scheme is to seek to generate 

reasonable returns by investing predominantly in arbitrage 

opportunities in the cash and derivatives segments of the 

equity markets and by investing balance in debt and money 

market instruments. 

There is no assurance that the objective of the Scheme will be 

realized and the Scheme does not assure or guarantee any 

returns. 

 

Fund Snapshot 

Mutual Fund Investments are subject to market risk, read all scheme related documents carefully 



 

Performance of Other Scheme Managed by Sailesh Jain 

Sailesh Jain 1 Year 3 Year 5 Year

Tata Balanced Advantage Fund 5.47 13.57 NA

Scheme Benchmark (CRISIL Hybrid 50+50 - Moderate Index) 4.92 14.08 NA

Additional Benchmark (S&P BSE Sensex TRI) 4.82 18.16 14.75

Tata Equity Savings Fund 3.46 8.36 6.24

Scheme Benchmark (NIFTY Equity Savings Index) 4.09 10.31 8.88

Additional Benchmark (CRISIL 10 Year Gilt Index) -0.35 3.61 4.54

Tata Nifty 50 Exchange Traded Fund 5.06 18.51 NA

Scheme Benchmark (Nifty 50 TRI) 5.16 18.63 13.78

Tata Nifty Private Bank Exchange Traded Fund 8.37 NA NA

Scheme Benchmark (Nifty Private Bank TRI) 8.61 NA NA

Additional Benchmark (Nifty 50 TRI) 5.16 18.63 13.78

Tata Multi Asset Opportunities Fund 6.12 NA NA

Scheme Benchmark (65% S&P BSE 200 TRI + 15% CRISIL 

Short Term Bond Fund Index + 20% iCOMDEX Composite 

Index)

9.52 NA NA

Additional Benchmark (S&P BSE Sensex TRI) 4.82 18.16 14.75

Tata Quant Fund -1.29 NA NA

Scheme Benchmark (S&P BSE 200 TRI) 7.23 NA NA

Additional Benchmark (S&P BSE Sensex TRI) 4.82 18.16 14.75

Tata India Tax Savings Fund 7.20 17.38 11.20

Scheme Benchmark (Nifty 500 TRI) 6.70 20.83 NA

Additional Benchmark (Nifty 50 TRI) 5.16 18.63 13.78

Tata Dividend Yield Fund - Reg - Growth 3.00 NA NA

Scheme Benchmark (Nifty 500 TRI) 6.70 20.83 NA

Additional Benchmark (Nifty 50 TRI) 5.16 18.63 13.78

Tata Business Cycle Fund 8.81 NA NA

Scheme Benchmark (Nifty 500 TRI) 6.70 20.83 NA

Additional Benchmark (Nifty 50 TRI) 5.16 18.63 13.78  

Number of Schemes managed by Sailesh Jain: 10 

Disclosures 
1) Scheme returns in terms of CAGR are provided for past 1 year, 3 years, 5 years and since inception. 
2) Point-to-point returns on a standard investment of Rs. 10,000/- are in addition to CAGR for the schemes.  
3) Different plans shall have a different expense structure. The performance details provided herein are of regular plan 
growth option. 
4) NA stands for schemes in existence for more than 6 months but less than 1year 3 years or 5 years, or instances when 
benchmark data for corresponding period not available.  
6) Period for which schemes performance has been provided is computed basis last day of the month - ended preceding 
the date of advertisement. 
7) Past performance may or may not be sustained in future. For computation of since inception returns the allotment 
NAV has been taken as Rs. 10.00. 
8) For Benchmark Indices Calculations, Total Return Index (TRI) has been used. 

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

 


