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BEATING THE BENCHMARKS has become
hard for large cap schemes of fund houses.
Eventhoughnearly829%]large cap schemes
have underperformed in the last five years,
there are outliers that have beaten the
benchmarks by along shot. While life-cycle
andsize ofafund canimpactreturns oflarge
cap funds, it is interesting to note schemes
from Nippon, Invesco and ICICI Prudential
beat the benchmarks in FY2.2 even though
their peers seem to be struggling. Despite
the volatility and new money chasing the
hyped platform businesses, what has
worked for fund houses has been keeping
things simple and staying loyal to their
investment philosophy. Explains Prakash
Gaurav Goel, senior fund manager, ICICI
Prudential AMC,“Our processis designedto
focus more on fundamental value and
ignore the recency biases, which helped us
dowellacrossschemesand themesin FY22”

Choosing the right schemes and fund
houses can make all the difference to an
investor’s returns, as data show that some
schemes are delivering alpha even in large
capschemes.Accordingtodatacompiledby
Prime Database, Invesco's large-cap fund
wasthe top performerin the categoryandit
delivered returns of 24.46% against a
17.07% rally in the BSE Sensex during
financial year 2022. Schemes from Nippon
Mutual Fund, IDBI Mutual Fund and ICICI
Prudential Mutual Fund also managed to
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beat benchmarks by delivering returns of
24.24%,23.78%,and 21.5%, respectively,
during theyear.

Expertsbelieve that fund managerstyp-
ically face challenges beating the bench-
marks in a bullish market,when the indices
perform better and the rally is higher than
10-15% in a given year. Speaking to FE,

Nikhil Kamath, co-founder, Zerodha, said,
“Each fund has a different life-cycle and it
won't be the same fund that will beat the
marketseverytime,asitiscyclicaland keeps
onchanging. Generally,ina marketwhichis
bullish, it becomes difficult to beat the
benchmarks. If you have a year in which
markets moved from 0-10%, it is possible

to beétthe benchmarks,whileifthe markets

. move uparound 15% ormore,likeit didlast

year, it becomes difficult for funds to beat
the benchmarks”

Also,funds runbyAMCslike Nipponand
Invescomanagetooutperformbecause they
are run very efficiently.“I think the thesis
these funds have is working accurately for

them right now;”added Kamath.

In the broader markets, the mid-capand
small-cap funds have fared much betterth-
an the large-cap funds, data compiled by
primemfdatabase.com shows.Mid-cap fun-
ds have delivered returns in a range of 27-
49%, whereas funds focused towards the
small-cap categoryhave delivered returnsin
a range of 48-58%. Quant Mutual Fund,
Motilal Oswal Mutual Fund and PGIM Mu-
tual Fund have been the top performers in
the mid-cap category—withreturns of49%,
389%,and 35%,respectively,against the BSE
mid-cap’s rallyof 17.5% during the period.

According to fund managers, funds in
the mid-cap and small-cap category typi-
callyoutperforminanimproving economic
cycleand stable markets,asinvestorsbet on
smaller companies, with expectations of
such companies turning into big players in
the future. “Mid- and small-cap sector does
wellin improving economy time. Given'the
speedy recovery in the economy after the
pandemic, stable and growth supportive
government policies,and regulatoryregime,
mid- and small-cap did well in FY22,
Prakash GauravGoel, senior fund manager,
ICICI Prudential AMC, told FE.

Going forward, FY23 is expected to be a
toughyearforthe equitymarkets duetosev-
eral headwinds, including the geopolitcal
crisis and the rate hike scenario. Returns
from markets inthe nextcouple of yearswill
not be as good as the previous year, and the
overall structure of the markets is expected
toremain in the bearish zone, said experts.



