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Midcap SIPs do twice as well as large-cap plans

By Prashant Misheah, ET Bursdu | 3 Dee, 2015, D1 55AM 1T o Poala Comment

Mumbai: Investors who had systematic investment plans (SIPS) in midcap egquity mutual
funds aaw far higher retums than schemes focused on large eaps over the past hree

Years.

Mideaps have rallied while blue chips underperformed sharply, and investors who chose
midcaps have made double the returns when compared with that of large caps. The run=
up has led 1o some mideap stocks being overvalued, and fund managers and financial
advisors say that investors should now turm to large caps.

In SIPg, investors park a fixed sum every month typically into equity mutual fund schermes
at a predefined date — manthly or quarierly. This helps mitigate risks of lumpsum
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investments, According to an ET study, HDFC Midcap

Opporunities Fund has delivered annual returns of 34 54% in

the last three years, compared to 15.33% of HDFC Top 200, a

large cap fund, Similardy, Axis Midcap has given 30.66% in

the period companed with Azis Equity’s (large cap) 15.39%. ICIC| Midcap has given 38 68% compared with
ICICI Focused Bluechip's 16.78%.

The B3SE's Midcap index has gained 17% on a compounded basis in the last three years compared with
the Sensex's rise of 10.50%. "Widcaps are overvalued vis-a-vis their large cap peers. With the glebal
Envirgnmdgnt turming moang untertain, investons would do well 1o put additional mandy If langd cap SIOCKS,
where there is a margin of safety,” says Vishal Dhawan, chief financial planner, Flan Ahead Wealth
Advisors.

Ower the last year, the valuation gap between large and mideap stecks has namowed. The Midcap Index's
price to eamings (F/E) ratio, which was at 16.77 in Decembear 2014, has risen to 21.32, while the Nifty's P/E
reduced marginally from 21.81 18 21,51, "Mideaps are now trading at & préemium 1o large caps, though
histoncally they trade at a discount Large caps have underperformed as salling over the last year has
come primarily from foreign investors who own large caps.” $ays Harsha Upadhyaya, head equity
investmants), Kotk Mutual Fund.
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