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WHATFUNDNANAGERSDID RIGHTT0COME0UT ONTOR.

BY SHOAIBZAMAN

ties and Exchange Board of India ~~ clubbed all categories that allow the fund manager to
(Sebi) created different fund catego-  invest across market caps—such as Flexi-cap, Multi-
ries based on investing stylesand ~~ cap, Value, ELSS, Large & Mid-cap and Focus—into

quimes HAVE democratised wealth ~ working with an independent jury. Therefore, based
creation. The most popular vehicle o market-cap segregation, we have used the Sebi
for investing in shares is equity classification to choose the best funds in Large-Cap,
mutual funds. In 2017, the Securi- ~ Mid-Cap and Small-Cap categories. Also, we have
mandates to make comparison easier a single segment called All Cap. The study has been

for investors. We tried to make things even simpler by  done in association with Morningstar.

LLUSTRATION BY ANIRBAN GHOSH
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LARGE-CAP

LARGE-CAP FUNDS have to invest at

least 80% assets in large-cap stocks,
that is, the top 100 companies based
on market capitalisation. They ac-
count for 12% assets of equity funds.
“Their stability, liquidity and ability

to provide a cushion during market
turbulence make them indispensable,”
says Vikram Singhvee, co-founder,
Venn Wealth. “Over the last few years,
generating alpha in this category has
become challenging. Hence, choos-
ing the right fund manager remains
the key to investment success.” His
point is visible in comparison between
the category average performance
and the benchmark Nifty 100 TRI
(total return index). Category average
returns for one-year, three-year and
five-year periods are 33.43%, 13.04%,
and 16.46%, respectively, compared
to the Nifty100 TRI’s performance of
32.97%, 13.13% and 17.04%, respec-
tively (as on October 31, 2024). The list
of three best large-cap funds is led by
Nippon India Large Cap, followed by
ICICI Prudential Bluechip and HDFC
Top 100. While the investible universe

Top Large-Cap Funds

Rolling Returns (%)

Funds C1Yr 3Yr
Nippon India |
Large Cap Gr ‘27.38 24.08
ICICI Pru |
Bluechip Gr : 2523 2124

HDFCTop100Gr | 24.92 | 21.56

is similar, the three fund managers fol-
low different styles. “We buy growing
businesses at reasonable prices. The
first principle is not overpaying for
growth,” says Sailesh Raj Bhan, CIO-
Equity Investments and fund manager,
Nippon India Large Cap fund.

Anish Tawakley, co-chief investment
officer-Equity and fund manager of
ICICI Prudential Bluechip Fund, says,
“I call our approach a barbell. At the
one end, we invest in value stocks with
an expectation that the valuation will
revert to the mean, and at the other
end, buy high-quality companies that
are still growing.”

Rahul Baijal, senior fund manager,
HDFC AMC, says, “Blending GARP
(growth at any price) with value en-
sures consistent performance. It helps

funds avoid being locked into one style.

For example, about two-and-a-half
years ago, the portfolio was evenly split
between GARP and value. Currently, it
is 70% GARP and 30% value.”

All top three fund managers have
different approaches but there is some
commonality as well. For example,
they have a review system to compare
weights against the benchmark. Simi-
larly, there is a near consensus that
2025 could be the year of large-caps
and the gap between large-caps and
others will likely reduce.

Std. Morningstar

Dev.(5 RiskAdjusted Down Capture ‘
~ years) Return(5  Ratio(5years)

years, in %)
19.99 8.43 | 106.03
17.39 9.51 89.09
18.81 775 101.77

“We buy growing
businesses at sensible
or reasonable prices.
Thefirst principle is not
overpaying for growth.”

Sailesh RajBhan, CIO-Equity
Investments and fund manager, Nippon

India Large Cap fund
Fund Size
(12-month Fund Manager(s)
average,3cr)
A Sailesh Raj
23,953 | BhanKinjal
| Desai;Bhavik Dave
; ?niShkl Vaibh
awakley;Vaibhav
52,252 Dusad;Sharmila
D'mello o
Rahul Baijal;Dhruv
31,838 Muchhal

SOURCE: MORNINGSTAR INDIA
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MID-CAP

MID-CAP FUNDS are popular with inves-
tors seeking a balance between growth
and risk. They have to invest at least
65% assets in companies ranked be-
tween 101 and 250 in terms of market
capitalisation. These companies often
represent businesses in their growth
phase, offering higher returns than
large caps, albeit with more volatility.
Mid-cap funds account for 13% equity
assets under management (AUM).
Motilal Oswal Midcap Fund is the top
performer, followed by Nippon India
Growth Fund and HDFC Mid-Cap
Opportunities Fund.

“Every equity investor should have
some exposure to the mid-cap cat-
egory. For someone with a low risk ap-
petite, we may recommend a flexi-cap
or multi-cap fund with some mid-cap
exposure. On the other hand, an inves-
tor with a high risk appetite should
take exposure through a dedicated
mid-cap fund,” says Shrey Mehta, di-
rector, SMFS, a financial services firm.

The manager of each of the best-
funds has a distinct style but they all
share a commitment to quality-driven,

Top Mid-Cap Funds
| | Rolling Returns (%) ; |
e Dst'dzs"" ;ﬁﬁﬁmﬁ{ ';bfw}ri”
- Dev.(5 RiskAdjusted  Capture
Funds o 3yr years)  Return(5 Ratio (5
T e T el
|
Motilal Oswal !
Midcap Reg Gr 37.23 133.50 20.70 16.93 78.35
|
RS Y
HDFC Mid-Cap | ! 1 |
Opportunities Gr 8572 :,30.04 I 20Mm ! 15.39 1' 84.81
Nippon India |
Growth Gr ‘ 36.20 29.58 20.61 ‘ 15.78 90.03
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long-term and bottom-up investing.
One major difference is their approach
to portfolio concentration.

Niket Shah, CIO and fund manager
of Motilal Oswal Midcap, builds con-
centrated portfolios with 25-30 stocks.
“While some view concentration as
risky, it reflects high conviction and
detailed research. For us, managing
public money is a serious responsibili-

| ty, and concentration ensures the focus

and effort necessary to justify the trust
investors place in us” HDFC Midcap
Opportunities has a wider portfolio

of 75-80 stocks, while Nippon India
Growth Fund has 94 stocks. “We aim
to build a portfolio with ROE superior
to the benchmark, PE ratio lower than
the benchmark, weighted average mar-
ket cap below the benchmark and low

| turnover,” says Chirag Setalvad, head,

equities, HDFC AMC Lid.

On the outlook for 2025, Rupesh
Patel, senior fund manager at Nip-
pon India Growth Fund, says, “The
structural and cyclical factors support-
ing the economy are intact. However,
we are in a phase where the reality of
earnings is testing market exuberance.
T expect this consolidation to continue
for a while. Additionally, global factors,
such as potential shifts in U.S. trade
policies, could have implications for
capital flows and returns.”

. Fundsize
~ (12-month Fund Manager(s)
. average,3cr) |
s ‘Nri]ketsl'éah;Fl{gké.sh‘ o
Shetty;Sunil Sawant;Ajay
9,573 Khandelwal;Santosh
Singh L
Chirag Setalvad;Dhruv
61,199 Muchhal |
25760 | Rupesh Patel:Kinjal Desai
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“While some view
concentration as risky, it
reflects high conviction

and detailed research.”

Niket Shah, fund manager, Motilal
Oswal Midcap

SOURCE: MORNINGSTAR INDIA
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SMALL-CAP

SMALL-CAP FUNDS invest at least 65% of
their AUM in stocks that rank 250 and
below in market cap. Nippon India
Small Cap leads the pack, followed by
Tata Small Cap and Canara Robeco
Small Cap. “Small-cap funds generate
impressive returns over longer periods.
Over shorter periods, they are a lot
more volatile than diversified equity
funds. Investors who can stomach

the volatility should allocate with a
horizon of 7-10 years. Fund selection is
important as there is a lot of variation
between performances of small-cap
funds,” says Jeni Shukla Chaudhary,
chief executive officer of ValU Wealth
Care.

All three top funds emphasise
long-term wealth creation through
disciplined investing in quality
businesses led by capable manage-
ment. Bottom-up stock selection and
portfolio diversification are central to
their strategies. “Nippon India follows
a ‘buy and hold’ philosophy focus-
ing on long-term investing in quality
businesses run by honest and capable
management,” says Samir Rachh,
fund manager, Nippon India Small

FORTUNE INDIA - BEST EQUITY MUTUAL FUNDS

“Nippon India follows
a'buyand hold’
philosophy focusing on
long-terminvestingin
quality businesses.”

Samir Rachh, fund manager, Nippon
India Small Cap Fund

Top Small-Cap Funds
| | RollingReturns (%) |
Funds v | 3w
Nippon India |
Small Cap Gr 45.80 1 38.32
|
Canara Robeco
Small Cap Reg Gr 41.52 ;34'66
Tata Small Cap
Fund Reg Gr 39.84 | 33.83

Cap Fund. He adds their approach
stands out with one of the most di-

| versified portfolios across companies,

sectors and investment styles ensur-
ing resilience and steady growth.
Tata Small Cap Fund stopped accept-
ing lump-sum investments from July
2023. Chandraprakash Padiyar, fund
manager, explains. “Manufacturing
has a large presence in the small-cap
universe. Indian entrepreneurs are fo-
cusing on R&D and process improve-
ments to gain market share globally
and in India. This makes us optimistic

| on small caps. However, valuations
| are on the higher side, which may lead
| to below normal returns for about 18

| months,” he says.

Shridatta Bhandwaldar, head of
equities at Canara Robeco and fund
manager for Canara Robeco Small
Cap Fund, says their philosophy cen-

| tres on numbers over narratives. “We

Std. = Morningstar ‘
Dev.(5 RiskAdjusted DownCapture |
years)  Return(5 Ratio (5 years)
yearslndIL - i
| 2264 19.40 77.98
2077 | 1918 67.02
2049 | 18.49 68.57

invest in scalable businesses with rea-
sonable return ratios, he says. When
asked about the risks in FY25, he
says, “The country has gone through a
period of high earnings growth post-
Covid. The current year could witness
earnings growth coming off on a
strong base. The assumption is that
the growth will continue to remain
strong even in FY26/27. Any decelera-
tion could lead to a correction in the
overall market.”

Fund size
(12-month
average,3cr) |

Fund Manager(s)

: Samir Rachh;Kinjal ;
| 48,087 Desai
w ' Shridatta
; 9,864 Bhandwaldar;Pranav
i, | Gokhale

i Chandraprakash
Padiyar;Jeetendra

6,861
1 Khatri

SOURCE: MORNINGSTAR INDIA
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Top All-Cap Funds
Rolling Returns (%) ‘
. Std. Morningstar i e 1 |
' Dev.(5 RiskAdjusted DownCapture undse ‘
Funds 1Yr 3Yr 3 (12-month Fund Manager(s) |
| years) yl;:tr:'rir:‘ (; ) Ratio (5 years) | average,Zcr) ‘
Ni Indi gﬁ“es?'R’ajl
ippon India an;Kinja
Multi Cap Gr 34.04 | 3037 | 2198 10.86 98.79 26,507 Desai;Ashutosh
Bhargava
| II\?/Iajﬁev ghakka'u(r;Raj
ParagParikhELSS 756 5370 1507 13.60 43.40 3,062 OnkarRakum
TaxSaverReg Gr f : | Taracﬁandani;Mansi
Kariya
Mahindra i
Manulife Multi 3190 2579 18.88 14.24 90.30 3,251 Manish
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ALL-CAP

THE ALL-CAP category covers equity
funds that can invest across mar-

ket caps. From Sebi’s sub-category
perspective, they include Flexi-cap,
Multi-cap, Value, ELSS, Large & Mid-
cap and Focus funds. They represent
48% of equity AUM. Among these,
the best-performing funds are Nippon
India Multi-Cap, Parag Parikh ELSS
Tax Saver and Mahindra Manulife
Multi Cap. Their fund managers
emphasise discipline, bottom-up
stock selection and risk management.
They do not overpay for growth to
ensure sustainable returns over the
long term.

“India offers a good opportunity
for growth investing. My approach
reflects growth bias with some blend
of value. I believe value and growth
are two sides of the same coin; a
business growing for the past 10
years may present value, and vice
versa, depending on changing mac-
roeconomic factors and the growth
trajectory,” says Manish Lodha, fund

Lodha;Fatema Pacha

SOURCE: MORNINGSTARINDIA

THE FUND MANAGERS EMPHASISE
DISCIPLINE, BOTTOM-UP STOCK
SELECTION AND RISK MANAGEMENT.
THEY DO NOT OVERPAY

FOR GROWTH.

manager, Mahindra Manulife Multi
Cap Fund.

Sailesh Raj Bhan of Nippon India
mutual fund says he manages both
multi-cap and large-cap funds using
the same principles. “Portfolio con-
struction, that is, allocation to large-,
mid- and small caps, determines the
outcome,” he says.

Commenting on the likely risks in
2025, Rajeev Thakkar, chief invest-
ment officer & equity fund manager,
Parag Parikh Mutual Fund, says,
“The increasingly speculative nature
of markets as shown in large F&O
volumes could create disappointment
among the general public if they lose
a significant amount of savings.”




