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Big Change:
The end of Five-Year Plans: All you need to know

Should you switch from small and midcap to largecap
mutual fund schemes?

Mutual fund managers are predicting a sharp correction in the market in wake of the
stretched valuations. They believe that largecap mutual fund schemes are the best place
to be in such a scenario . Mutual fund advisors are also on the same page and many of
them have stopped recommending small and midcap schemes. The reason for this shift is
the low risk-reward ratio in mid and smallcap schemes. Is it time for mutual fund investors
to shift to largecap schemes? 

"Markets are overvalued as a whole, especially the small and midcap space. We saw a
little correction recently but that is not helpful. The valuations are high and expecting big
gains in the short term looks difficult. The smallcap space needs a bigger consolidation in
the time to come in order to get to reasonable valuations," says Vinit Sambre, Fund
manager, DSP BR Microcap Fund. 

Advisors are also saying that we have entered the last phase of the current bull market and they are predicting a correction soon. "Small
and midcaps have run up very sharply in the last couple of years. So when everyone around is predicting correction, these two spaces
will be hit the most. That is why largecaps are a good place to be in the equity market," says Vishal Dhawan, Founder, Plan Ahead
Wealth Managers. 

But does this mean mutual fund investors need to change their portfolio? Many new mutual fund investors are anxious about the recent
correction in the mid and smallcap space and the prediction of a fall. Vinit Sambre believes that investors do not need to fret about this
volatility. "When we say move to largecap because of volatility that is fundamentally a stock call. These decisions are not for mutual fund
investors. The fund manager is already taking the calls in the scheme. Investors should focus on their goals and not change their asset
allocation in line with the market performance," suggests Vinit Sambre. 

Mutual funds are long-term investment vehicles and investors should not get in and get out according to market movements.
"Fundamentally, we tell all the investors to invest according to their risk appetite and investment horizon. Most investors who are anxious
at this time definitely didn't have a stomach for volatility. Such investors are anyway a misfit in the small and midcap space. Mutual fund
investors need to stick to basics of investing and not think about the free advice floating in the market," says Vishal Dhawan. 

Investors should try to make changes in their portfolio during market volatility. However, a little caution can help investors. Mutual fund
advisors suggest that if your risk appetite and investment horizon allows you, you can invest in small and midcap space anytime. "It is
always a good time to start investing but if are planning to invest in a smallcap scheme, make sure you have an investment horizon of
close to 10 years," says Vishal Dhawan. 
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in such schemes will have the luxury of investing in any market capitalisation. It is better than switching schemes," says Vinit Sambre. 
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