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Give your investments the 3-in-1 advantage

Quality Growth Value
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RISKISN'T WHAT
MOST THINKITIS

“Risk cames from not mowing whaot youre dolmg =
- Warren Buffet

Risk has long bean parcelved as tha
anamy of investment success.

But in reality. risk i the necassary
ingradiant that fusls returns.

Without risk, thera is no reward. Tha kay
lias In understanding. managing. and
levaraging risk rather than avoiding it
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RISK: PERCEPTION vs. REALITY

BEHAVIDURAL GAP

i

¢ INWEETOR EXPECTATIONS & REALITY
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DON'T AVOID RISK | - _ | JUST PREPARE FORIT
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RISK VS. SAFETY:
BUSTING SOME MYTHS

BASA) FIHSER USSE T ML RAE ERT LIFITED:



SIZE DOESN'T ENSURE SAFETY.,
BUSINESS QUALITY DOES

Collapse of a prominent retail player in supermarkets

wWHY IT SEEMED TOO BIG TO FAIL: WHAT WENT WROMNG: EEY RISES IGNORED
« U008 siores scross BT cilwes (2007} = =N weallh erosswon = High debl L eicessive promoler pledgong
« TId 18 erare markal cap (2017} + Slech garrectesd From = Paor capital allecation & uncheckad -

peak: -B87% (CAGR from Exnpansisn
Mowv-2007 to Aug-2024])
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FAMILIARITY DOESN'T ENSURE
SAFETY, GOVERNANCE DOES

Downftall of a major IT firm in India

WHY IT aEEMED TOU Bi T FAalL : WHAT WENT WHUNI
+ Dne of India’s top & IT Brms + =% wealih erosior
# Constiluanl of Nifty B0 Indea +« Dlock corfacied fram TEZI.EO

o Global pressnce wilth B0LO00D+ emplayeas
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{May 2008) to TEETE (Jan 200F)

EEY Rioks IoMURE LE

« [Fabrieated cash balances and

pverstaled revenpes

* Promoter fraud invoiving accounting

m@nipuiation




BEING UNDERVALUED ISN'T ENOUGH,
GROWTH IS ESSENTIAL

Failure of an infrastructure finance company in India

)
WHY IT SEEMED AN WHAT WENT WROMNG- EEY RISES IGNORED:
ATTRACTIVE BUY:
# Traded al & deep dizscownt o book value » Shock corraciod from TIRT.10 = Riging HPA&s wilk limiled
and peErfeved Lo bE undervalued [Jul-2017) ls T2ID [ALg-2025) prav Eslanang Buler
= Pogilicned as 8 kay lender in = Stock delieled = Complex Enancisd glrwcthuring and

infrastruciture isok of Lransparency

» Weak governance and regulatary

» A value brap. not & netcowry shory
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ANOTHER POPULAR MYTH:
SMALL CAP = RISK
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HIGHEST MARKET CAP GROWTH — 5X IN7 YEARS

LARGE CAP MID CAP SMALL CAP
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HIGHER LONG-TERM POTENTIAL IRRESPECTIVE OF
MARKET DIRECTION

RETURNS FROM PEAK RETURNS FROM TROUGH
RETURNS IN MIFTY 500 FROM 2018 TO 2025 RETURNS IN NIFTY 500 FROM 2020 TO 2025
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CONTRIBUTION
TO MARKET CAP

GREW 1.4X IN CONTRIBUTION TO MARKET CAP
LAST 3 YEARS

DEC 21 DEC'Z4

Batwean Dec™21 and Dec'24, 14%
emall caps increaased their

share in the total market

capitalization of all listed 17%
companias by &%,

outparforming mid caps [which

grew by 2%) and large caps

[(which fall by 8%]).

&P &515%

Thiz underscoras the growing
prominance of tha small cap
sagment and the expanding CanIBUSAA 0 MAGEE C88 oF Sl ISTAE &5 E RIS
oppartunities it offers

SHMALL CAF BEMIDCAP B LARGE CAP
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CONTRIBUTION
TO PROFITS
GREW 2.5X

IN LAST 4 YEARS

Batwean Seap'21 and Dec'24,
emall caps saw their ghara in
India’s corporate earnings
axpand by 2.6x,

far outpacing mid caps [which
expanded by 1.1x) and large
caps (which expandead by 0.9x)

This sharp earnings delta
highlights tha aceslarating
potantial within small caps
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CONTRIBUTION TO PAT OF TOP 500 COMPANIES

SEP'21 DEC'Z4

2.6% &.4%
19.8%

22.5%

T7.6% 71.0%

SHMALL CAF BEMIDCAP B LARGE CAP
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RETHINKING SMALL CAP VOLATILITY THROUGH A QUALITY LENS

While small caps tend to exparence higher drawdowns compared to broader Indices, the relatively lower
drawdown in the quality amall cap indax highlights the importance of selective axposure. This reinforces

tha nead for right active managemant over passhie banchmark investing
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DIVERSIFICATION ACROSS MORE THEMES

HUMBER OF COMPANIES ACRDSS SECTORS

&
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Small caps offer a more diversified sectoral spread compared = e N
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VOLATILITY DOESN'T ALWAYS MEAN RISK,

ITOFTEN MEANS OPPORTUNITY

MEET MR. MARKET -

A TIMELESS LESSON IN INVESTING BY BENJAMIN GRAHAM
Every day, he offers to buy your share or sell you his at a new price
His mood swings aren’'t based on fundamantals, but emotions.

A Some days, he's euphoric and offers an inflated price

¥ Other days. he's fearful and offers a deep discount

L




VOLATILITY DOESN'T ALWAYS MEAN RISK,

Valatility is ot & threat
= it's an opportunity.

Ttver Me. Mariel parecs,
disciplined inveslors can
by oraslly ot 8 tebounl

WHAT WE LEARN FROM MR. MARKET

@

You are not obligated
™ act.

Yoo doin E hissie B By o
well dally. The power leg

A iende

ITOFTEN MEANS OPPORTUNITY

Ematons
discipline pays.
M. Markel s irmalionality

|s you edge—i you
reain ralrn

Independant
thinking wins.

Swcoisa. comes from
focusing on value
rual e



WHY INVEST IN
SMALL CAPS NOW?
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SMALL IN SIZE,
NOT IN IMPACT

EVERYDAY LEADERS ACROSES
INDUSTRIES THAT ARE SMALL CAPR

Consumer durabbes

Capital goods

Consumer sendlces

FMICG

Metais & Mining

Healthcare

BES

Construction materials

Prorerer

Autoemobile and suto components

And many mone.
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CORRECTION IN PRICE, NOT IN QUALITY

FY25 SAW A CORRECTION IN SMALL CAPS, OFFERING AN
OPPORTUNITY TO BUY QUALITY COMPANIES AT DISCOUNT.

CORRECTION FROM MUMBER OF SMALL FY TOTAL INDEX 1 YEAR BOCE % OF SMall CaP
52 WEEE MIGH CAP COMPARIES PAT WAL LIE COMPAMES
O to =B5% a4x
e eescsssssscssssmsaaa- EY o6 0 - 0% )
8% to -30% o : Y2024 669 i R .. S
A : 0%-Z20% I5% :
i 1
i ~50% o ~45% i b 7 I oyeg- T e E i
: ! FY 2025 @S &039.25 - :
. OWER -d35% 41 : : OVER 30k % :

MOt are trafng wel below 53-weelk highs, T e rose st 4% since FY2d while

T of the Top 250 small caps report BUOCE
malkng valuations compellng

PAT grew 38%, reflecting the unrealised above W reflacting strong fundamentals.
waduse of srmall cape
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VALUATIONS AT 5-YEAR AVERAGE

P/E RATID OF NIFTY SMALLCAP 250 INDEX

&0
X Small cap valuations are
50 howvering around their 5-year
1 I
average, with sigaificant
i S

= corrections in salect

XETF
=0 VMI\';\‘ M.-w""‘"l'mﬂ.’ﬂ.( sagments. This creatas a
= H"I j-u-"/‘n " favorable entry point for new
- L S HFDs to build portfolios by
10 capitalizing on these

= L s i b ~ - A = a8 8 saelective opportunities
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WA IR ASEe T LR EEHERT LIMTEL



Lo U T

NOT ALL

SMALL CAPS 20
GROW TO BECOME LARGE CAPS (2)
LARGE CAPS

Haarly 50% of the small cap
companies from 2017 have slippad
into micro cap territory. This
highlighs the importance of not Jjust
picking the right small caps, but also
knowing what to avold. MICRO CAPS (119)

WA IR AR T ML R R ERT LIMTEL



SMALL CAPS - WELL POSITIONED TO LEVERAGE IPOs

small caps have dominated the |PD andscape, with 196 listings since 2020—yat only 4 have transitioned
to mid caps, and none to large caps. Whila the segment has dallvared strong returns, this also highlights
the need for careful selection, as not all IPDs transiate into long-term quality

IPO CONCENTRATION IN SHALL CAPS AVERAGE CAGR IN LAST 4YEARS

e e MARKET CAP 2020 2021 2022 2023
R L= LARGE CAP B ox | -3x |
LARGE CAP IPO ” MID CAP

HID CAP IPD 18 SMALL CAP . 3

SMALL CAP IPD L e GRAND TOTAL 26%

Small cap IP0Os have delivered the highest CAGR in 3 of the last 4 years.

WA IR ASEe T LR EEHERT LIMTEL



INTRODUCING

BAJAJ FINSERV
SMALL CAP FUND

An open ended aquity schame predominantly investing in small cap stocks

ONE PORTFOLM) - THREE STRENGTHS

IQUALITY | GROWTH | VALUE

E fo



S PILLARS OF OUR APPROACH
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PROVEN MANAGEMENT OF SMALL CAPS

Current small cap exposure in our existing egquity schemes through 3 different strategies of
Growth [Megatréends]. Quality [Moat investing] and Value [Contrarian)

BAJAD FINSERV
MUTUAL FUND

INVESTMENT
STRATEGY

Bajaj Finserv Floxi Cap Fund Magatrends
B x
ajaj Finserv Large and Moat
Mid Cap Fund
Bajaj Finserv Multi Cap Fund Contrarian

SMALL CAP STOCES SELECTION

IN CURRENT PORTFOLIO CRITERLA

(=)
z7 ¥ Growth ([CAGR) 0. 4A5%
1% 1Y ROCE 23.97%
I5 Y Forward PB Hatio | 4.7%

The AMC overall has an exposure to 78 unigue small cap stocks

WA IR ASEe T LR EEHERT LIMTEL
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STRATEGIC ALLOCATION TO SMALL CAPS
IN CURRENT PORTFOLIOS

SMALL CAP ALLOCATION IN SMALL CAP ALLOCATION IN

BAJAD FINSERY FLEXI CAP FUND BAJAD FINSERYV LARGE AND MID CAP FUND

1300 1%

30.0% s

26.0% ox A

0% | B

24.0% £ : ._E
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RISK-PRUDENT, NOT RISK-AVERSE

Fund’'s approach to mitigating risks and unlocking growth in small caps

RISK

Information Gaps

Governance Concerns

Capital Misallocation

High Leverage

Business Concentration

WA IR ASEe T LR EEHERT LIMTEL

HOW IT AFFECTS INVESTORS

Low analyst coverage. limited
disclosures, poor transparency

Promoter dominance, related-party
transactions. ethical lapses

Reckless expansion. unrelated
diversification, poor ROE projects

Excessive debt makes companias
vidlnarable In downiurns

Over-dependance on a single
product, client, or geography
of the business

FUMD'S RISK MITIGATION APPROACH

In-depth internal research, managemant
interaction. and forensic checks

Strict governance filters, promoter

background checks

Emphasis on capital efficiency and strong
ROCE/ROE track recard

Prefer companies with healthy balance
sheet and Interest coverage ratios

Screen for robust revenue models and
da-risk by diversified growth
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THE INVESTMENT PHILOSOPHY THAT GENERATES LONG-TERM

OUTPERFORMANCE - INQUBE

wWhile most investors focus on what to invest in, we focus on how Lo Invest more effectively. To achleve this,
wo've identified three key sources of alpha with a holistic approach that blends fundamental analysis,

guantitative modeling. and behavioural insights
- ’ :;

Collecting superior Smarter data Making investment decisions by

data and processing to build understanding market sentiment
information efficient modeils. while mitigating biases

INFORMATION EDGE QUANTITIVE EDGE BEHAVIOURAL EDGE




EQUITY INVESTMENT PROCESS

IDENTIFYING AMALYSING ALLOCATION
IDENTIFYING CYLCLES INVESTHMENT CHECKELIST
AKRD MEGATRENDS
* Maoros
r L = Business « Regulatory requirements
z = Cyoles
8 « Themes « Intearnal risk management lmits
2 = Trends = Managerment

s Marikat indicatar * |[nvesSimeEnt mandale
- Jali ] |

s Investment recordin
= Waluation ¥ 2

BLreener

Corparate mastings

# |ni=house resssrah

External analysis/ Consultants

« Position sizing

T Up
W

BT
N
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PORTFOLIO CREATION PROCESS

SMALL CAP TOTAL COVERAGE PORTFOLIO
00 STOCKS F00-400 STOCKS 40-100 STOCKS

151 65 0

SR STE Ta W T T R =2
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EQUITY INVESTMENT PROCESS

POST-INVESTHMENT REVIEW

HMONITOR INWESTHMENT PERFORMANCE
= Track the performance of investments over time
= Reguiarty evaluate business performance and markel trends

= Maonitar kay financkal and non-financial meatrics

RE-EVALUATE EXIT STRATEGY
+ & Determing exit points baged on evolving market conditions 1o generate Mphs

* Adjust stralegies based on updated information

WA IR ASEe T LR EEHERT LIMTEL



SEASONED TEAM WITH MULTI-DOMAIN EXPERTISE

26-MEMBER TEAM WITH A COMBINED EXPERIENCE OF 247 YEARS. 19 MBAS, 4 CFAS, 3 CAS, 1 MA (ECOD)

ClO
HEAD - EQUITY HEAD - FIXED INCOME
I ]
FUNE =2 F EE LR OEALER Fis EEERNT B DEALER
HAMAGEREWT MANAGFMEET REEELBCH
+
1 X FOREMSIC TX OUANT 1X ES0
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SEASONED TEAM WITH MULTI-DOMAIN EXPERTISE

BECTOR AHALYET HEGATRENDE AMAL YET ESG ANAL YET FORERBIC A ¥ET
@ Leadarship & ronarth 9 GoVermancs & Quiadity

SHMALL CAP INVESTING

WA IR ASEe T LR EEHERT LIMTEL



ENSURING QUALITY IN SMALL CAP INVESTING

Forensic Research Process

STEPS

Initial Soreaning

Accounting Quality

Cash Flow & Balance Sheet

Promoter & Governance

Auditor & Disclosure Check

Red Flag Mapping & Scoring

TSR ARSE T ML A FENERT LIMITELD

FOGCUS AREA

Forensic risk model red flag tnggers

Earnings credibility & revenue recognition

Esrnings credibillity & révenue
-"E:-’.‘lg"lt on

Promoter intent. board practices
histoncal conduct

Auditar quality, reporting
transparency

Hisk zusescment & investmeant
decision SUpporn

KEY CHECKS,/INDICATORS

-]

-]

Unusuzl profit growth, auditor changes.
high pledging. sudden equity dilutian

Cash flow vs. profit mismatch, aggressive
revense booking, capax va. asset productivity

CFO vs_ FAT, rising receivablesfinventory.
|'III;"I |l&w Erage. poor mterest Co Erage

Fromoter pledging, Ifigation history,

related- party transactions. board
ndependence - indepandent directors, board
Autdramy Ensuring proper checks and balances

Freguent suditor change, gualified audit opinions,
delayed financ3ls. iInadequate disciosunss

Forensic scorecarnd, watchlist maintenanca




IN SUMMARY

Perception of Risk

« Hisk is not the enermy - T the fusl for iong-besm retums

= sk = Sipe: Even Erge, famikar companies have failsd due 10 pood FOVEMmanseE O EXCESSIe a=bt

= I asTng E-'..I'tﬂE'I'flll-l"I'l'lal'IEE' In The ang temm les in guaiity, Povarnants. a2 m'l:l'h'ﬂ'l-—l'll:lt st sipe

Wy Ifnvest In Small Caps
« Highar growtn potential: Small caps outpaced arge and mid caps in profit contribution (2.5 growih nd yeers]
+ Dnvarsification & depth: Small caps span across themes offering broad exposure to india’s economic sngines

Wiy irvest in Small Caps Now
+ WalusBon opportunity: FY2E comection in prices without erosion in fundamentals pressnts 8 value antry point
= Profit growth intasct: Despite maroet coffection. profits and retuern ratos [F4% with ROCE 10k remain Smang
= Undiscovered leaders: Many amall caps are driving growth in niche segments and sre manket ikaders in thase
» Salective comections n certsin segments present a favorable opportumity for small cap NFOs to bulld

wWhy Bajaj Finsery Small Cap Fund
* Thres-pronged sipha strategy: Combines Growth, Qualfty and Yalus styles
+ Fobast investment process: INOLBE framework blending top-down trends. bottom-up stock piciong. and

a = Provven capability: 7B whique Small Cap Roldings SOross exising Schemes + Saasoned investmenT TEAM Wilh

WA IR ASEe T LR EEHERT LIMTEL



WHO IS THIS FUND FOR?

INVESTORS WHO:

-
A T

want to invest in fundamentally strong businesses in the s

Prefer quality small cap businesses with rabust g

WA IR ASEe T LR EEHERT LIMTEL



SCHEME FEATURES
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BAJAJ FINSERV SMALL CAP FUND

Lo TR

SCHEME RISKOMETER® BENCHMARK

The riak of the scheame is very high The risk of the benchmark i.e.
GBS0 350 SmaliCap THI is Yery High
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DISCLAIMER

This document should not be treated as endorsement of the views/fopinions or as an investment advice. This
dogument should not be construed as a research report or a recommendation to buy or sell any securily.
This document alone is not suficient and shouwld not be used tor the development or implementation of an
investment strategy. The recipient should note and understand that the information provided abowe may
not contain all the material aspects relevant for makirng an nvestment decision. The decizian af the
investment Manager may not always be prohtable; as such decisions are based on the prevailing market
conditions and the understanding of the Investment Manager. Actlual market movements may vary from the
anticipated trends, Neither Bajaj Finservy Mutual Fund / Bajaj Finserv Mutual Fund Trustee Limited / Bajaj
Finserv Asset Management Limited nor its Directors or employees shall be llable for any damages wheather
diraet or indirect, incidental. punitive special ar consequential ingluding lost réevenue ar lost profits that

may arise from or in connection with the use of the infermation. Investors are advised to consult their own
investment advisor before making any investment decision in light of their risk appetite, investment goals

and harizon, This information is subject to change without any prior notice,

MUTUAL FUND INVESTHMENTS ARE SUBJECT TO MARKET RISKS. READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.
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ANNEXURE
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QUALITY SMALL CAPS OUTPERFORM BROADER
INDICES OVER TIME

S |

WAL FIHGIERT ASSE T MARABEHERT LIMITEL BEUBCE A BT L SEE B DA LT SRR el e U eds T ] ETLHEE i T



E FINSETW

I, L, _§
ROLLING RETURNS OF QUALITY SMALL CAPS
Hifty SmallcapXs0 Ouakty 50 THI Hifty Smalcap2 S0 Ouwality 50 TRI
S-Year Dadly Rolling Outperformances I-Year Daily Roling Dutperformancs
bak
i BS%
B[S
B5%
I i
mafty 50 TR MIPLy Midcag =0 TR ity Smalcap X0 TRI mety 50 Tl WPy A s T0 TR Mty Smuadicas 50 TR
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QUALITY WITHSTANDS VOLATILITY

Small cap Quality index has
shown lesser standard deviation
than large caps in some yoars
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WEALTH CREATION IN QUALITY SMALL CAPS

¥ 38, 3740
Orgwrth af T 1lakh invested in May 2008 !
—Hifty 100 TR CAGR 18% II
Wity Midcap 150 TR CAGH 18% T 248093 iy
— Hifty Smalicap250 Ouality S0 TR CAGR 20%

LN
ln-lnlm I e A OLEED
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QUALITY SMALL CAPS OUTSHINE BROADER INDICES
IN SIP PERFORMANCE

Ansuming Manthly SIF nelalliment of T 90000 at atart of every manih betweesh Moy 2005 o May 2025,
— Hifty Small Cap 250 TR XIRA since Inception - 5.58%

Hifty Small Cap 250 Qualtty 50 TR KIRR since Inception - 20004%
Hifty 50 TRI XiRR Since inceplion - 13188
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RISK-O-METER AND PRODUCT LABEL
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