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More than 2,00,000 crore of investor wealth is lying in 12"0ndéfﬁérfﬁi‘iﬁing
— equzty funds The current rally isa good time to dump _these Iaggards P2,

Aditya Birla SL Frontline Equity
The fund that doesn't deserve your money.
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AdityaBirla SL
Frontline Equity

wo Key developments have changed
Tthe landscape for large-cap funds.

One, the Sebi mandate thatlarge-cap
funds mmst hold at least 80% in the top 100
stocks by market capitalisation. And two,
benchmarking against the TRI, which
meant astraight 1-1.2% higherreturn in
the index, for the fund to contend with.
On top of this, anarrow rally lasting for
over three years ensured that large-cap
schemeslost out to the indices. Very few
funds that were nimble to capture the
stock-specificrally managed to outperform
their benchmarks.

AVERAGE 3-YEAR ROLLING
RETURN FOR PAST THREE YEARS

Aditya Birla sL

Frontline Equity 8.3%
Large-cap Gategory 9.3%
Nifty 100 TRI 10.6%

A
322,467 Cr

Its near-term marginal outperformance
notwithstanding, Aditya BirlaSun Life
Frontline Equity has outperformed the
Nifty 100 TRI just 12% of the times when
returns were rolled for 1-year periods
between 2018-21. And there has beenno
instance of outperformance in 3-vear roll-
ingreturns. Anupside capture ratio of 86%
indicates the extent of underperformance
inrallies while downside capture of 100
meant that it fell as much as the index.
Sustained underperformance and bur-
cooning assets resulted in this fund falling
by the wayside.

% TIMES FUND HAS BEATEN 3-YEAR
ROLLING RETURNS OF INDEX*

Aditya Birla sL 0%
Frontline EQuIty

Large-cap category 35.4%

VALUE OF z1LAKH
INVESTED 3 YEARS AGO

Aditya Birla SL z2.39lakh

Frontiine Equity
%2.47 lakh

-37,432

NIty 100 TRI

Difference

HDFC Top 100

The fund that doesn't deserve your money.

3/n

VALUE OF 5,000 SIP
STARTED 3 YEARSAGO

Aditya Birla SL
Frontline Equity ¥2.73 lakh
Nifty 100 TRI z2.73lakh

3131

Difference



HDFCTop
100

AVERAGE 3-YEAR ROLLING %
RETURN FOR PAST THREE YEARS IE%EEII:GLII:HEDIE%EESE%EEMEEEE'A :

UM

A
320,998 cr

HDFC Top 100 30.4%

HODFC Top 100 9.0%
Large-cap category 9.3%
NIfty 100 TRI 10.6%

VALUE OF 71 LAKH

INVESTED 3 YEARS AGOD
HDFC Top 100 z2.13lakh

Nifty 100 TRI 72.47 lakh

his stalwarthas acheckered record.

A value-conscious fund. its bets have

often worked only with alag. But
with the changing market dvnamics over
the pastdecade, its tendency to stick with
high-conviction long-term bets and not
adapt to newer trends started to weigh on
performance. It was largely tryving to catch
up with the index, sometimes lagging the
Nifty 100 TRI by a steep margin or moving
past it briefly, only to fall behind again.

The risk with such funds is that it spells

significant opportunity loss if vour hold-
ing time frame coincides with the fund’s

ICICI Prudential Bluechip
The fund that doesn't deserve your money.
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Large-cap category 35.4%

VALUE OF 75,000 SIP

STARTED 3 YEARS AGO
HDFC Top 100 z2.62 lakh

z2.73 lakh
-310,756

underperformance phase. The fund’s
3-yoarreturns are well below the Nifty

100 index and have been so for nearly two
years now. Nor does the fund make up for
inconsistency through an ability toout-
perform during rallies or keep downsides
in check, where it fares poorer than its
category. HDFC Top 100's consistent poor
performance comes at a time when passive
index options, especially in the large-cap
gpace, are gaining ground. The fund’s very
recent return uptick in light of its uneven
performance makes it an opportuns time
tobook out.

Nifty 100 TRI

Difference



ICICI Prudential
Bluechip

his mega-sized large-cap fund is

known to contain downsides better

than peers with the helpofhedging.
It was asteady performer about five vears
ago, and garnered an enormous AUM of
more than 210,000 crore by 2016. In less
than two years, its AUM had doubled to
220,000 crore. But that's when Sebirejigged
the category classification, and ICICI
Prudential Bluechip Fund started under-
performing.

Withan outperformance record ofjust

31% over the Nifty 100 TRI on the basis of

AVERAGE 3-YEARROLLING
RETURN FOR PAST THREE YEARS

ICICI Prudentlal

Bluechip 10.2%
Large-cap category 9.3%
NIfty 100 TRI 10.6%

A
330,308 cr

Jvearrollingreturn, the average 3-yvear
returns isafull 130 basis points lower than
the benchmark Nifty 100 TRI for the regu-
lar plan and abont 30 basis points for the
directoption.

The fund’s upside capture of92% and
downside capture of 96.9% is better than
the category averagoes of 00.8% and 91.8%
respectively.

While the underperformance may not
seem too stark, the availability of low-cost
index funds that can beat such active funds
makes acase for exit from this laggard.

% TIMES FUND HAS BEATEN 3-YEAR
ROLLING RETURNS OF INDEX"

ICICI Prudential
Bluechip 31.2%

Large-cap category 35.4%

VALUEOFz1LAKH
INVESTED 3 YEARS AGO

ICICI Prudential
Biuechip ¥2.35lakh

Nifty 100 TRI

72.47 lakh
-312,122

Difference

Nippon India Large-Cap

The fund that doesn't deserve your money.
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VALUE OF 5,000 SIP
STARTED 3 YEARSAGO

ICICI Prudential 72.71 lakh

Bluechip
Nifty 100 TRI z2.73 lakh




Nippon India
Large-Cap

AUM
11,115 ¢r
AVERAGE 3-YEAR ROLLING % ;
RETURN FORPAST THREE YEARS T L T T e

Mippon India Large-

i 35.4%

Nippon Indla Large-cap 9.3%
Large-cap category 9.3%
NIfty 100 TRI 10.6%

VALUE OF z1LAKH

INVESTED 3 YEARS AGO
¥ oo e 22.26 lakh

Large-cap
Nifty 100 TRI Z2.47 lakh
-321,185

Frﬂma large-cap fund (earlier called

Difference

Reoliance Equity Advantage) to focus-

ingon the top 200 stocks (as Reliance
Top 200) and then becoming alarge-cap
fund again after the Sebi recategorisation,
Nippon India Largecap has followed multi-
plestrategios. But it has been managed by
the same fund manager since 2013,

Like many other large-cap schemes,
this fund has struggled since 2018 because
of thelimit on the mid-caps it conld hold.
But the fund’s underperformance was
less pronounced compared with peers.

HDFC Flexicap

The fund that doesn't deserve your money.
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Large-cap category 35.4%

VALUE OF 75,00051P

STARTED 3 YEARS AGOD
SN Ilia £2.72 lakh

Large-cap
Nifty 100 TRI z2.731aKh
-31,534

Moreover, the uptick in 1-vear rolling
returns sugeests a comeback. However, it
was underperforming the Nifty 100 TRI

on arolling 1-year return basis by over 10
percentage points asrecently as February
2021. The recent market rally and a more
value-conscious approach have helped, but
sustaining this performance, especially
with the market caplimits, is achalleng-
ing task even for a seasoned fund manager.
With the fund house anchoring many index
and ETF ideas, the large-cap space has bet-
ter opportunities in those pockets.

Difference



HDFC
Flexicap

mong the oldest equity schemes in

At;:e industry, this fund (earlier called
DFC Equity) has followed vari-

ous strategies in the past. But one factor
has threaded throughout —the fund has
witnessed high volatility, with periods of
high outperformance and longer periods of
underperformance.

A fow lost opportunities and getting into
value traps left a yawning gap in the fund’s
performance with top peers.

While the fund did outperform its peers
51% of the times ona 3-year rolling return

AUM

325,804 cr

basis, thismumber stands at 36% when it
comes to outperforming the Nifty 500 TRIL
If yourholding time frame coincides with
the period of underperformance, your op-
portunity loss would be very high.
Forinstance, a 5-year SIP in the fund
would have trailed the Nifty 500 TRIre-
turns by close to 3 percentage points for the
direct plan. If vou compare the fund with
apeer like Parag Parikh Flexicap, the op-
portunity loss is huge: a 210,000 SIP for the
pastfive years translates intoz2.87lakhor
a23% lower corpus in absolute terms.

AVERAGE 2-YEAR ROLLING % TIMES FUMD HAS BEATEN 3-YEAR
RETURN FOR PAST THREE YEARS ROLLING RETURNS OF INDEX"

HDFC Flexicap 36.2%

HDFC Flexicap 8.8%
Flexicap category 8.8%
Nifty 500 TRI 9.6%

VALUE OF1LAKH
INVESTED 3 YEARS AGO

HDFC Flexicap z2.34lakh

Nifty 500 TRI z2.59 lakh

Moatilal Oswal Flexicap
The fund that doesn't deserve your money.
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Flexicap category 38.4%

VALUE OF 75,000 SIP
STARTED 2 YEARSAGO

z2.76 lakh
z2.83lakh

-36,602

HDFC Flexicap

Nifty 500 TRI

Difference



Motilal Oswal AUM
Flexicap 312,355 ¢cr

AVERAGE 3-YEAR ROLLING
RETURN FOR PAST THREE YEARS RE%IE_EE}EHRDE%;EE%Eﬁ ES‘EE“

Motilal oswal Flexicap 8.1%

Motllal oswal Flexicap 39.0%
Flexicap category B8.8%
NIfty 500 TR 9.6% Flexicap category 38.4%

VALUEOFz1LAKH VALUE OF 5,000 5IP

INVESTED 3 YEARS AGO STARTED 3 YEARS AGO

Motllal Oswal Motiial Oswal
S z2.11lakh  Foias 22.49 lakh
Nifty 500 TRI 32.59lakh  Nifty 500 TRI z2.83lakh

-348,310 -334,249

herisk infunds with high con- made it hard for a recovery to take hold.
Tcemraﬂnn towards a few stocks is Other stock additions taking time to pay off

thatafew wrongcalls can havea hasn't helped aquicker turnaround.
significant impact on performance. A fow Currently, the fund underperforms the
missteps on this count by the fund saw Nifty 500 TRI by amargin of 15-17 percent-
its chart-topping returns take a hit from age points when 1-vear returns are rolled
2018 onwards; the fund isnow behind the daily. Its consistency in both short-term
Nifty 500 TRI by a deep margin of around and long-term returns are poor, against
10percentage points. While the fund did both the index and other flexi-cap funds.

try to course-correct by paring exposure to The continued 1ag in performance will
the underperformers and changing its top make it increasingly harder for a bounce-
calls, the depth of the underperformance back totake shape.

HDFC Midcap Opportunities

The fund that doesn't deserve your money.
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HDFC Midcap il
Opportunities 31,378 cr

hisfund does very well at beating the At 730,000-04d crore AUM, HDFC Midcap
Nifty Midcap 100 TRI but is unable to Opportunities is already amid-cap giant.
match up topeers, andhaslaggedthe  Assize grows further, it could have abigger

category average. Rolling 3-year returns impact on the fund’s ability to effoctively
over the past 6-vear period has the fund tap mid-cap stock movements. The fund's
beating the category average just31% of upside capture islower than other category
the time. From a 3-percentage point out- toppers. A liguidity measure is the num-
performance over the categorv average in ber of days it wonld take a fund to sell the
2018, itnow lags by thatmargin. entire portfolio. On this metric, this fund

This can partly be attributed to its enor- has among the longest days to liquidate its
mous size, which prevents it from moving portfolioin its category. For those already

deftly like smaller-sized funds or going invested in the fund, moving out could help
for smaller stocks that have lower liguid- lock into the outsized gains it has delivered
ity, which have fueled the current rally. s0 far.
AVERAGE 3-YEAR ROLLING ;
HDFC Midcap
7.6% HDFC Midcap

Opportunities Opportunities 98.5%

Midcap category 8.4%

NIfty Midcap 100 TRI 5.3% Mg ey 75.8%

VALUEOFz1LAKH VALUE OF 75,000 5IP

INVESTED 3 YEARS AGO STARTED 3YEARSAGO

HDFC Midcap HDFC Midcap
oo z2.91l1akh o P 23.15lakh

-314,652

Sundaram Midcap
The fund that doesn't deserve your money.
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sundaram
Midcap

AVERAGE 3-YEARROLLING % TIMES FUND HA S BEATEN 3-YEAR
RETURN FOR PAST THREE YEARS ROLLINGRETURNS OF INDEX"

sundaram Midcap 22.4%

sundaram Midcap 4.2%
Midcap category 8.4%
NIfty Midcap 100 TRI 5.3%

VALUEOF z1LAKH

INVESTED 3 YEARSAGO
Sundaram Midcap

Nifty Midcap 100
TRI

-¥56,216

his fund isnot among the largest

inits category, but its underper-

formance is significant. A former
top-notch fund. it1ags both the Nifty
Mideap 100 TRI and its category in the
short and long term. The fund started to
fall behind after 2018, aperiod thatsawa
steep correction in mid-caps. But while
other mid-cap funds were able to make far
more out of thisrally, Sundaram Midcap
hasnot been able to recover from the 2018
slide. Between March and June this year,
for example, the fund's 1-year returns were

Aditya Birla SL Tax Relief 96

The fund that doesn't deserve your money.
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Midcap category 75.8%

Z2.34 lakh
z2.91lakh

VALUE OF 5,000 5IP

STARTED 3 YEARS AGO
¥2.80 lakh

Z3.15 lakh

Sundaram Midcap

Nifty Midcap 100
TRI

-334,581

asteep 15-25 percentage points lower than
thecategory average.

Also, the fund’s upside capture ratio is
among the worst in its category, indicating
thatit hasn’t been able to latch on to stocks
well enough that would have helped it
make up for the earlier underperformance.
Thefundhasrecently seen achange in
managers; while this may change its per-
formance, the extent of underperformance
and the time a recovery could take suggest
that moving toa different fund may help
curtail further opportunity loss.



AdityaBirlaSL
TaX Relief '96

his fund was, for a good while, an
I above-average performer, even ifit

wasn'talways in the top quartile,
However, the performance has gradually
slipped over the vears. The 1-vearrolling
returns of the fund are 20 percentage
points below that of the Nifty 500 TRI.
On ofthe reasons for this significant
underperformance is that AditvaBirla
Sun Life Tax Relief '06 largely sat ot
of the ongoing rally. The depth of the

underperformance also weighed on
longer-term returns, and the fund has
been behind the Nifty 5000n a 3-year basis
since October 2020. This slack makes it
more difficult for the fund to bridge the
performance gap with the market and
with other EL:SS funds. We would advise
investors whose lock-in period has ended
toexit thefund now. They should move
to other schemes before the performance
worsens further.

% TIMES FUND HAS BEATEN 3-YEAR
ROLLING RETURNS OF INDEX*

AVERAGE 3-YEAR ROLLING
RETURM FOR PAST THREE YEARS
Aditya Birla sL
Tax Rellef '9g 9.3%
ELSS category 8.9%
Nifty 500 TR 9.6%

Adltya Birla 5L
Tax Rellef '96

55.8%

ELSS category

43.1%

VALUEOFz1LAKH VALUE OF 5,000 SIP
INVESTED 3 YEARS AGO STARTED 3 YEARSAGO

Aditya Birla SL

Tax Relief '96 ¥1.96 lakh
Nifty 500 TRI 22.59 lakh

HDFC Taxsaver

The fund that doesn't deserve your money.
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Aditya Birla SL

Tax Relief '96 ¥2.44lakh
Nifty 500 TRI #2.83 lakh




HDFC
Taxsaver

AVERAGE 3-YEAR ROLLING %TIMES FUND HAS BEATEN 3-YEAR
RETURN FOR PAST THREE YEARS ROLLING RETURNS OF INDEX"

HDFC Taxsaver 1.5%

HDFC Taxsaver 5.5%
ELSS category 8.9%
NIfty 500 TR 9.6%

ELSS category 43.1%

VALUE OF z1LAKH

INVESTED 3 YEARS AGO

HDFC Taxsaver Z1.95 lakh

Nifty 500 TRI z2.59 lakh

DFC Taxsaver wasonce the most
Hrecnnmlended ELSS fund. But that

performance is now history. Its
inability to beat both the Nifty 500 index
aswell as peersinthe pastsix yearshas
meant that it is now in the bottom quartile
inourrankings. At66%, itsupside capture
is significantly lower than categor y aver-

VALUE OF 75,0005IP

STARTED 3 YEARS AGO

HDFC Taxsaver z2.63 lakh

Nifty 500 TRI z2.83 lakh

ageof93%. Nor does it contain downsides
wall as sugeested by a downside capture of
109% . Essentially, its risk-adjusted return
leaves little to be said. For those who have
held this fund as part of their tax-saving
investments, our recommendationisto
move on to better performing funds aftor
thelock-in period is over.

Nippon India Taxsaver

The fund that doesn't deserve your money.
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Nippon India
Taxsaver

ike most other Nippon Mutual Fund
Lschemes, this fundhad made its mark

with outstanding performances in
market rallies. This helped make up the
fund’s tendency to drop heavily whenever
markets corrected. However, the fund
faltored in the previous rally, while retain-
ing its characteristic of stoeper falls. The
rosuli isa prolonged underperformance.

On a3-yearrolling return basis over the

past six years, the fund has never beaten
the Nifty 500 TRI or the EL.SScategory. In

AVERAGE 3-YEAR ROLLING
RETURN FOR PAST THREE YEARS

1-year periods, ithasrarely done better
than the index. The fund has managed

to claw back and climb above the Nifty
500's 1-year returns since April. But this
improvement is best used tobridge some
of the long and steep underperformance;
the fund remains well below the index for
those who invested three vears ago. It is
among themost volatile ELSS funds. With
nomeaningful performance in the past
few vears, there is noreason to continue
holdingit.

% TIMES FUND HAS BEATEN 3-YEAR
ROLLING RETURNS OF INDEX"

Nippon Indla Taxsaver 0%

Nippon India Taxsaver 1.3%
ELSS category 8.9%
NIfty 500 TRI 9.6%

Nippon India
YT 71.94 lakh
Nifty 500 TRI Z2.59 lakh

SBI Long-Term Equity

The fund that doesn't deserve your money.
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ELSS category 43.1%

VALUEOFz1LAKH VALUE OF 5,000 SIP
INVESTED 3 YEARS AGO STARTED 3 YEARSAGO

Nippon India
Taxsaver z2.70 lakh
Nifty 500 TRI =2.83 lakh




SBI Long-Term
Equity

AVERAGE 3-YEAR ROLLING %TIMES FUND HAS BEATEN 3-YEAR
RETURNFORPAST THREE YEARS ROLLING RETURNS OF INDEX"

SBI Long-Term Equity 4.6%

SBI Long-Term Equity 6.7%
ELSS category 8.9%
NIfty 500 TRI 9.6%

ELSS category 43.1%

VALUE OF z1LAKH

INVESTED 3 YEARS AGO

SBI Long-Term

L 22.44lakh

Nifty 500 TRI z2.59 lakh

saving schemes, and a popularone at

that. Most people would remember it
by its earlier name, SBI Magnum Taxgain.
But its performance in recent vears has
beon marked by spurts of outperformance
and sharp underperformance. It did not
manage t0 make up in the recent rally that
lifted many funds. This, despite a good

This isanother one of the earliest tax-

Metrics Used For The Study by @primeinvestorin m

14/14

VALUE OF 75,000 5IP

STARTED 3 YEARS AGO

SBI Long-Term

s 22.75 lakh

Nifty 500 TRI z2.83 lakh

dose(40%) of mid and small-cap exposure.
While the Sharpe ratiojust about matches
that of the category average, it1ast3-year
averagerolling return of 6.7% isdiscern-
ibly lower than the category average of
0.6%. The ELSS funds that were launched
more togenerate regular dividend flows for
investors (given the lock-inyhave lost their
relevance in the present day.


https://twitter.com/primeinvestorin

By Team ET Wealth with
Primelnvestor.in

nvestors instocks and equity

funds have never had it so good.

The sustained rally has taken

the benchmark indices to new

helghts. Mutual funds, which
weredown in thedumps last year, are
now boasting eve-popping returns.
But not all investors have reasons to
smile. Several actively managed funds
have consistently underperformed
their benchmark indices and catego-
ries, whichmeans investors in these
schemes havelost out.

ET Weaith tied up with investment
research firm Primelnvestor.in to
1dentify schemes that haveconsistently
done poorly and deserve to be dumped.
Using amulti-layered methodology that
factored inrisk-adjusted returns, vola-
tility, upside and downsidecapture, we
identified 12 ofthelargest laggards.

Investors holding any of these funds
should use the current rally todump
these laggards. A fow stragglers have
picked upamid a broader market up-
tick, but thisbump in performance
may not sustain. With little prospects
of their performance improving, these
schemes should be replaced with more
proven offerings. If you are not sure
which fund tobuy, gofor index funds.

Theunderperformers will also
come in handy when rebalancing the
portfolio. Thestocks rally has probably
changed the asset allocation of many

individuals, making their portfollos
more equity heavy than planned. Our
list will tell them the funds toexit.

Finding the laggards

The primary focus was on the perfor-
mance of funds and their ability to
consistently beat thelr benchmark
indices and category averages. We only
considered actively managedequity
funds. Only schemes witha minimum
3-year track record were included. The
benchmarks appropriate to different
categories (and not necessarily there-
spective fund benchmark) were chosen
toensure aconsistentapple-to-apple
comparison. The Nifty 100 TRI was
chosen for large-cap funds, Nifty 500
TRIfor flexi-cap, multi-cap and ELSS
categories and the Nifty Mideap 100
TRIfor the mid-cap category.

Metrics used for the study
Outperformance Inrolling returns: We
used rolling returns in the study, cal-
culating the percentage of times a fund
was able tobeat the benchmark as well
as the category. Both 1-vear and 3-year
rolling returns (over a total time frame
of four and six years respectively) were
used for this purpose against the bench-
mark and category to ensure the near
term trends are notmissed even as the
longer term is considered.

Information and Sharpe ratlos: These
metrics tell us afund’s outperformance
adjusted for risk. Information ratio
compares the scheme’s excess returns

over benchmark adjusted for tracking
error. Sharpe uses excess returnsover
risk-free rate adjusted for volatility.
Average 3-year rolling returns: Point-
to-point returns donot accurately
reflect afund’s performance over time.
Thisis abetter return metricthana
single point-to-point return. While roll-
ingreturn measures a fund'’s perfor-
mance consistency, the 3-year average
shows how good the returnsare.
Standard deviation: This isa measure
ofhow volatile a fund canbe. Thisalso
suggests consistency in performance.
Upside and downside capture: These
ratios measure how much of an index’s
gains or corrections a fund captures.
Higher the upsideratio, the better the
fundhas done. Ondownsides, lower the
ratio, the better it 1s.

These metrics were assigned weights
based on our assessment of which influ-
enceafund’s performance more. The
scores were then statistically normal-
ised to arriveat final ranks.

AUM criteriaand AUM growth
were juxtaposed with these ranks.
Underperformers (with Prime Ratings
of3 orless) with AUM of over 25,000
crore werefurther analysed. This was
used tonarrow down funds that contin-
ue tounderperform with nosignsofa
concrete turnaround and are very vola-
tile, or those with big AUM addition in
recent years and steadily slipping.

In the following pages, we give detalls
ofthe funds along with an assessment
ofeach scheme by Primelnvestor.in.

mm RT This and help others to get out of these laggard funds m
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The 12 underperforming
schemes together

manage :2,08,753 cr

of investor wealith.

Thisis 17.5% of the
total 711,91,770 crore
AUM of all equity funds
as in August 2021.

Investors don’t switch
because they are
unaware how badly their
funds have been doing.

ELSS schemes are the
worst laggards but
investors can't exit

before 3 years.

Regular monitoring
of fund performance
and advice from
professionals yield
better resuits.
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