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Investment  Active and passive funds can coexist

Investors should make the most of both categories based on their risk-return profiles
th ou ghts The outperformance ofequity markets since March 2020 has swungthe spotlight onthe relative underperformance of
active funds even asthe buzz around passive funds grows louder.
It would, however, be myopic to countenancea long-term view in favourof either category based on this alone.
Indeed, there are multiple layers to the underperformance of active funds, a CRISILanalysis shows.

Underperformance of active funds a reality, but thereis moreto it

Amongactively managed equity funds, itis the large-cap funds category that has fallenbehind the most, especially since 2018 when recategorisation
of schemes was effected.

The recategorisation has limited theinvestments of large -cap funds in lower-capitalisation stocks to less than 20% of the portfolio. Skewed positive
performance of some major companies and theinability ofthe large -cap funds to replicate theindex weights of such companies due toexposure limits
could also be impactingtheir performance.

Mid-cap funds, too, have seen adipin alphainrecent times.

Small-cap funds, however, continue to generate alpha versus
their benchmarks. The large number of securities available inthe
15% small-cap space also provide a wide array of investment options,
thus benefitting fund managementinthe space.

Five-year rolling average alpha of major equity-oriented mutual fund categories
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As the investment horizon increases, the level of
Source: CRIS/L Research underperformance decreases, which indicates that equity
investments are optimised only in the longterm. Thus, investors

might still be able to beat the market in their respective fundcategory if they hold onto their mutual funds over the longterm.
Similarly, prudent scheme selection can impact portfolio performance. Dispersion of alpha shows that there is stark divergence between the best and
worst fundsin all categories. Thus, an investor who does not choose the right fund, or monitorthe fundsinvested inregularly, might end up with
deficientalpha.
Acombination of active and passive funds can work

Individual participation in equity-oriented mutualfunds continues to be focussed on actively managed funds. Thisis evident from the folio count of over
7.5 crore inthe category compared with just about 16 lakh in passive funds™.

Given the right investment horizon and prudent scheme selection, active funds can certainly deliver the desired retumns.

Lately, however, passive funds have grown exponentially in India. The spurt has been led by adoption of passive investing by large institutional investors
such as provident fund trusts.

The potential for passive fundsis also huge, consideringthe underpenetrated market and associated low costs. Asset manufacturers limited by
regulation to launch productsin the active space are expected to launch productsin the passive space toshore up assets.

However, for mutual fund penetration toincrease, hand-holding will have to play a major role. Yet, the low cost structure of passives might not
incentivise intermediaries to take the product inland.

From anindustry point of view, therefore, both these categories are equally important.

As forinvestors, a well-rounded portfolio with a mix ofactive and passive funds, based on theinvestor’s goal orientation, risk profile and preference, is
the path to take.

This article was first published in Hindu Business Line

1 Source: AMFI, data as of September 2021
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Market — Overview

i % Change % Change

Indices . f

in Nov 2021 in Oct 2021
Nifty 50 -3.78 0.30
S&P BSE Sensex -3.90 0.31
Indicators Nov 30, 2021 Oct 29, 2021
10-year Gsec 6.33% 6.39%
Monthly CPI Inflation 4.91% 4.48%

Mutual fund - Overview

Top Stock Exposures — Nov 2021 Top Sector Exposures — Nov 2021
1. ICICI Bank Ltd. 1. Banks
2. HDFC Bank Ltd. 2. Computers - Software
3. Infosys Ltd. 3. Pharmaceuticals
4. Reliance Industries Ltd. 4. Refineries/Marketing
5 State Bank OfIndia 5. NBFC
6. HDFC Ltd. 6. Engineering, Designing, Construction
7. BhartiAirtel Ltd. 7. Cement
8. Axis Bank Ltd. 8. HousingFinance
9. Tata Consultancy Services Ltd. 9. Telecom - Services
10. Larsen & Toubro Ltd. 10. Passenger/Utility Vehicles

New Stocks Entries and Exits in Mutual Fund Portfolios — Nov 2021

Entries Exits

PB Fintech Ltd. Minerva Holdings Ltd.
One 97 Communications Ltd. Rajinder Steels Ltd.
Latent View Analytics Ltd. Tata Steel BSL Ltd.
Tarsons ProductsLtd. Lyka Labs Ltd.

Go Fashion (India) Ltd. Ugro Capital Ltd.
Sapphire Foods India Ltd. Hindustan Foods Ltd.

S.J.S. Enterprises Ltd.
Data Patterns India Ltd.
Arihant Superstructures Ltd.

e The S&P BSE Sensex and Nifty 50 lost nearly 4% in November
trackingweak global cuesincluding global inflationary pressureand
rising Covid-19 casesin Europe and South Africa.

e Also, back home, too, inflation accelerated, raisingconcernsamong
investors it may prompt the central bankto hike rates sooner than
expected. India’s retailinflationrose marginally to 4.48% on-yearin
October from 4.35% in September.

e Sellingbyforeigninstitutionalinvestors (Flls) also weighed on the
markets.

e However, some losses weretrimmed on optimism over strong
quarterly earnings and encouraging domestic economic data.
Investors continued to be buoyed by the strong GST collection and
services activity numbers.

e Optimism about higher foreign inflows after inclusion of a few Indian
stocks in the MSCI India Index also lifted marketsentiment

e Persistent buying by domesticinstitutional investors (Dlls) and
mutual funds also buoyed the market.

e Nifty sectoralindices mostly ended mixed, with Nifty Bank (~8.7%),
Nifty financial service (~6.7%) and Nifty Metal (~6.5%) falling the
most.

Mutual fund AUM and net flows trend
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Category returns Absolute monthly returns %

Nov Oct
Large cap funds -3.75 0.96
Large cap and mid-cap funds -2.48 1.18
Multi cap equity funds -2.03 1.59
Flexi cap funds -2.90 1.03
Focused funds -2.82 1.76
Value - Contra funds -3.57 1.54
Mid-cap funds -1.78 1.19
Small cap funds 0.73 0.58
Arbitrage funds 0.37 0.31
ELSS -2.83 1.17
Index funds -3.83 0.41
Aggressive hybrid funds -2.05 0.75
Conservative hybrid funds -0.16 0.32
Gilt funds 0.65 -0.17
Dynamic funds 0.60 -0.07
Medium-to-long term funds 0.61 -0.15
Medium term funds 0.50 0.04
Short-duration funds 0.38 0.09
Corporate funds 0.43 0.06
Banking and PSU debt fund 0.45 0.04
Credit risk funds 0.50 0.27
Low duration funds 0.30 0.21
Money market funds 0.35 0.21
Ultra-short duration funds 0.31 0.21
Liquid funds 0.30 0.26

Category returns represented by average of CRISIL ranked funds — September 2021

e Assetsunder management (AUM) of the domestic mutual fund
industry increased in November, closingat a record Rs 37.34 lakh
crore (excluding domestic fund of funds), higher than previous Rs
37.33 lakh crore in October owingto inflows spread across open-
ended equity, debt and hybrid categories.

e Aggregate netinflows forthe open-ended equity category stood at
~Rs 11,615 crore in November, morethan twice of that in October’s
~Rs 5,215 crore. Within the category, flexi-cap schemes and large-
cap schemes continued to witness inflows. Equity linked savings
schemes (ELSSs) inflows reduced to ~Rs 174 crore, owingto investor
interestin the tax-savinginstrument as the financial yearnearsits
close.

e Value/contra schemesalso recorded inflows of ~Rs 439 crorein
November after witnessing outflows in the previous five months.

e Furthermore, Investorenthusiasm for systematic investment plans
(SIP) continued unabated with November’s figure was a new record
high of Rs 11,005 crore.

e Hybrid schemesrecorded netinflows for the eleventh straight month
at ~Rs 9,422 crore in November compared with ~Rs 10,437 crore in
October.

e ETFs (both equity and gold) and index schemes cumulatively saw net
inflows of ~Rs 10,686 crorein November compared with ~Rs 9,245
crore in October.

e Furthermore, FoFsthatinvest overseas saw netinflows at Rs 338
crore in November, lowerthan ~Rs 1,514 crore of netinflows seen in
October.

e Open-ended debt schemes witnessed netinflows of ~Rs 14,893 crore
in November, as against ~Rs 12,984 crore netinflows in October

e Within the category, liquid schemes recorded the highest net inflows
of ~Rs 53,251 crore, while medium to longdurationschemes saw net
inflows of ~Rs 901 crore.

e Inthe closed-ended debt category, marginal net inflows worth ~Rs 7
crore compared with net outflows of ~Rs 1,080crore inOctoberdue
to redemptions.

e SEBIcame out with fresh operatingnorms for theintroductionof
silver exchange traded funds (ETFs) in India.



CRISILFund Rank 1 Schemes - Hybrid

Mutual Funds' Performance Report

Point to Point Returns % Inception Average Std Sharpe
Scheme Name 1 3 6 1 3 Since Date AUM DevLatlon Ratio
Month Month Month Year Years Inception (Rs.Crore) (%)

Aggressive Hybrid
BOI AXA Mid & Small Cap Equity & Debt Fund 1.90 4.72 22.18 53.36 22.72 16.86 20-Jul-16  345.68 19.45 1.46
PGIM India Hybrid Equity Fund -1.82 1.34 9.95 28.18 13.99 13.58 5-Feb-04 136.33 19.81 0.88
Kotak Equity Hybrid -1.22 3.01 9.83 33.38 19.09 11.86 3-Nov-14 1922.95 19.81 1.21
Arbitrage
Tata Arbitrage Fund 0.36 0.78 1.93 3.98 NA 5.09 18-Dec-18 11239.92 1.35 2.29
Kotak Equity Arbitrage Fund 0.40 0.93 211 4.20 4.83 7.00 29-Sep-05 24790.27 1.28 2.12
Conservative Hybrid

Kotak Debt Hybrid -0.21 3.17 6.78 15.82 12.99  8.39 2-Dec-03 876.05 7.20 1.99
Canara Robeco Conservative Hybrid Fund 0.10 1.06 5.06 11.26 11.44 10.07 3-Apr-01 781.05 6.14 1.98
CRISIL Mutual Fund Ranks as of September 2021

Point to Point Returns are as on November 30, 2021

Returns are annualised for periods above 1-year, other wiseactualised

Risk Ratios are annualised

Period for Risk Ratios isthree years

For Sharpe Ratio the risk free rate is 4.43% - the average 91-day T-Billauction cut-off rate for three years

Average AUM is3-months average number as disclosed by AMFI for the period July-September 2021
Average Assets under Management - ABird's Eye View

Mutual Fund (MF) Name J‘;lO?:P A:(r];‘:m ((:gznéj Ch;/;ge Mutual Fund (MF) Name Jl;(]?:p Ag:);:ln ?2:"5: Cha%r:ge
(Rs.Cr) (Rs.Cr) (Rs.Cr) (Rs.Cr)

SBI Mutual Fund 579318 524316 55002  10.49%  HSBC Mutual Fund 11476 10815 660 6.11%
ICICI Prudential MF 461289 429229 32060 7.47% PGIM India Mutual Fund 11185 8110 3075 37.91%
HDFC Mutual Fund 441852 418947 22904 5.47%  Principal Mutual Fund 8930 8038 892 11.10%
Aditya Birla Sun Life MF 299382 275904 23478 8.51%  BNP Paribas Mutual Fund 8745 8122 623 7.67%
Kotak Mahindra MF 270615 247750 22866 9.23%  Union Mutual Fund 7300 5916 1384  23.39%
Nippon India Mutual Fund 267213 242102 25111 10.37%  Mahindra Manulife MF 6687 5664 1023 18.06%
Axis Mutual Fund 238575 208505 30070  14.42% IDBI Mutual Fund 4384 4295 89 2.07%
UTI Mutual Fund 208971 187210 21761 11.62%  Quant Mutual Fund 3301 1642 1659 101.02%
IDFC Mutual Fund 126560 126268 293 0.23% IIFL Mutual Fund 3128 2591 537 20.73%
DSP Mutual Fund 107290 104026 3264 3.14% BOI AXA Mutual Fund 2494 2211 283 12.79%
Mirae Asset MutualFund 91802 78139 13663  17.49%  JM Financial Mutual Fund 2089 2135 -45 -2.13%
L&T Mutual Fund 78274 75531 2743 3.63%  Quantum Mutual Fund 2012 1945 67 3.44%
Tata Mutual Fund 77010 66999 10010 14.94%  ITI Mutual Fund 1983 1562 421 26.94%
Edelweiss Mutual Fund 69188 61256 7932 12.95%  IL&FS Mutual Fund (IDF) 1385 1686 -301 -17.83%
Franklin Templeton MF 64587 61636 2950 4.79%  Trust Mutual Fund 1033 858 175 20.39%
Invesco Mutual Fund 42930 39016 3914 10.083%  Navi Mutual Fund 867 728 139 19.06%
Canara Robeco MF 39344 32541 6804 20.91%  Indiabulls Mutual Fund 655 632 23 3.58%
Motilal Oswal Mutual Fund 33544 29428 4116 13.99%  IIFCL Mutual Fund (IDF) 612 596 16 2.63%
Sundaram Mutual Fund 33377 32151 1225 3.81%  Taurus Mutual Fund 539 496 43 8.74%
LIC Mutual Fund 18040 17642 398 2.26% Shriram Mutual Fund 217 208 10 4.68%
PPFAS Mutual Fund 15943 11343 4600 40.56%  YES Mutual Fund 46 81 -36  -43.71%
Baroda Mutual Fund 11953 10645 1309 12.29%  Grand Total 3656125 3348915 307210 9.17%

AAUM is the quarterly average number and includes domestic fund of funds
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Fund Focus
CanaraRobeco Equity Hybrid Fund

Launched in March 1998, Canara Robeco Equity
Hybrid Fund featured in the top 30 percentile of the
aggressive fund category of CRISIL Mutual Fund
Ranking (CMFR) in the 12 quarters ended
September 2021. The fund’s average assets under
management stood at Rs 6,247 crorein the quarter
ended September 2021.

Performance

The fund has outperformedits benchmark (CRISIL
Hybrid 35+65 - Aggressive Index) and category
(represented by funds ranked under the aggressive
hybrid category in CMFR — September 2021) in most
of the periods analysed. It has returned ~17% since
itsinception.

Chart 1: Performance as on December 13, 2021

30 29.1

1 Years 3 Years 5 Years 10 Years
Period
u Canara Robeco Equity Hybrid Fund - Regular Plan - Growth
Category

H CRISIL Hybrid 35+65 - Aggressive Index

Note: Returns above one yearare annualised

Better risk-adjusted returns

The fund outperformed its category and benchmark
on arisk-adjusted basis, as measured by the
Sharpe ratio (higher the better), over the three years
ended December 13,2021. The fund’s Sharperatio
was 1.25, against 1.05 and 1.20 for its category and
benchmark, respectively, during the period.

SIP returns

If aninvestor had set aside Rs 1,000 every month
under the systematicinvestment plan (SIP) for five
years ended December 13,2021, theinvestment of
Rs 60,000 would havegrownto Rs91,311ata
compounded annualised growth rate of 17.09%.
Similarinvestmentsin the benchmarkfor the same
period would have grown toRs 89,364 at16.20%

Portfolio analysis

Over the three years ended November2021, the
fund’s exposure to equities averaged 71% of total
assets. On the debt front, the fund’s three-year
average exposure was 1.2% to certificates of
deposit and commercial papers, 6.9% to
government securities and treasury bills, and 15%
to non-convertible debentures and bonds

Fund manager

The fund’s equity portion is managed by Shridatta
Bhandwaldar, BE (Mechanical) and MMS (Finance),
with 14 years of experience infund management.
The debt portion is managed by Avnish Jain (PGDM
—1IM and BTech), with 23 years of experience.



Crossword Corner — boost your financial knowledge

Horizontal

-----u- 1) Funds with at least 80% investment in large cap stocks (5,3)

2) This is used by financial advisors to assess the investor's capability to bear loss, and
suggest suitable investments (4, 7)

i |

3) Anasset class that is volatile over the short term and is therefore intended for

|
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Vertical

4) Funds with at least 65% investment in mid cap stocks (3,3)

5) Funds which seek to mirror particular benchmark performance (7)

6) Fund involving assessment of market conditions and in depth research (6)
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Contact Details

Amit Bhardwaj: +91 22 6172 3189; Amit.Bhardwaj@crisil.com
Dinesh Agarwal: +91 22 3342 3440; Dinesh.Agarwal@crisil.com
Ankur Nehra: +91 124 6722 418; Ankur.Nehra@crisil.com
Pradeep Nair: +91 22 3342 3539; Pradeep.Nair@crisil.com

About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong trackrecord of growth, cul ture of innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through busines sesthat operate from India, the US, the UK,
Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and data to the capitaland commodity markets
worldwide.

About CRISIL Research

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the Indian economy, industry, capital markets and
companies. We also conduct training programs to financial sector professionals on a wide array of technical issues. We are India's most credible provider of economy and
industry research. Ourindustry research covers 86 sectors and is known for its rich insights and perspectives. Our analysis is supported by inputs from our large network
sources, including industry experts, industry associations and trade channels. We play a key role in India's fixed income markets. We are the largest provider of valuation of
fixed income securities to the mutual fund, insurance and banking industries in the country. We are also the sole provider of debt and hybrid indices to India's mutual fund
and life insurance industries. We pioneered independent equity research in India, and are today the country's largest independent equity research house. Our defining trait
is the ability to convert information and data into expert judgments and forecasts with complete objectivity. We leverage our deep understanding of the macro-economy
and our extensive sector coverage to provide unique insights on micro-macro and cross-sectoral linkages. Our talent pool comprises economists, sector experts, company
analysts and information management specialists.

CRISIL Privacy

CRISIL respectsyour privacy. We may use your contact information, such as your name, address, and email id to fulfil your re quest and service your account and to provide
you with additional information from CRISIL. For further information on CRISIL’s privacy policy pleasevisit www.crisil.com/privacy.

Disclaimer

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this Report based on the information obtained by CRISIL from sources
which it considers reliable (Data). However, CRISILdoes not guaranteethe accuracy, adequacy or completeness of the Data / Report and is not responsible for any errors or
omissions or for the results obtained from the use of Data/ Report. This Report is not arecommendation to invest/ disinves tin any entity covered in the Report and no part
of this report should be construed as an investment advice. CRISIL especially states that it has no financial liability whatsoever to the subscribers/ users/transmitters/
distributors of this Report. CRISIL Research operates independently of, and does not have accesstoinformation obtained by CRISIL’s Ratings Division / CRISIL Riskand
Infrastructure Solutions Limited (CRIS), which may, in their regular operations, obtain information of a confidential nature. The views expressed in this Report are that of
CRISIL Research and not of CRISIL’s Ratings Division / CRIS. No part of this Report may be published / reproduced in any form without CRISIL’s prior written approval.
CRISIL orits associates may have commercial transactions with the company/entity.
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