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Mutual Fund Note — Smart Beta

Executive Summary

In our initial Strategy Note post the commencement of the US-Iran conflict, we had reiterated
focusing on upside capture vis-a-vis being concerned around downside capture. Since then, the
geopolitical situation has escalated and de-escalated multiple times — and yet — our strategy to
focus on capturing the upside in today’s markets remains strong.

In this market, we would like to capture the upside by investing in the smart beta index -
Momentum, in the Nifty 200 universe.

Nifty200 Momentum 30 Index Std. Dev (5 years) 19.31
Smart Beta - Momentum 1.17
23.21 Top 10 Stocks (Concentration %) [EEEE
4.00 12
0.94 Number of Stocks 30

Source: Nifty Indices, Pravia Research; As on March’2026

Rationale for Investment into Nifty 200 Momentum 30:

e Focus on Upside Capture -
o Index has Up Capture (last 5 years) of ~138% v/s Nifty 50
e Favourable Return Divergence -
o We believe the time to start allocating is now
e Concentrated portfolio —
o Indexis overweight positions on real-economy facing sectors
e Higher Betain a down market -
o Investmentin higher betaindices means investments should move more than the
market in an upcycle

Key Risks:

e West Asia Crisis -
o Continued US-Iran war will cause markets to fall.
e Higher Downside Capture -
o If markets fall from current levels, the index will fall more than the market.
o 5-year down capture v/s Nifty 50 is 141.3%
e Sharper falls vis-a-vis market -
o Index has higher volatility — increasing uncertainty in down markets
e We are assuming history repeats itself -
o Since Nifty 200 Momentum 30 was launched as an index in Aug’20, a lot of the
data and hence analysis is back tested.


https://pravia.in/storage/strategy-notes/1776231760_Navigating_through_Turbulent_Times.pdf
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Allocation strategy = We position this fund in the Smart Beta Index fund category in client
portfolios. Despite being only 30 stocks in the portfolio, the weight of the top 10 holdings is still
lesser than Nifty 50 —indicating it is reasonably diversified. We are reiterating our upside capture
thesis via investment into the Smart beta index.

We believe markets are currently favourable for investment into Nifty 200 Momentum 30
Index Fund - direct growth. We would like to allocate via a 3-month staggered approach.
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Detailed Note

Momentum as a strategy follows the following strategy — Stocks which are winners will keep
winning in the future (increase in price), and losers will keep losing (decrease in price).
Momentum as a strategy performs well in an uptrend, recovery and re-rating phases. We believe
we are in a recovery phase now, which will be followed by an uptrend.

Nifty 200 Momentum 30 Index has the following methodology - simplified. Top 30 stocks with the
highest Normalized Momentum Scores are included in the Index.

The below chart highlights a strategy which we use to evaluate positioning across smart beta
strategies. Currently, Nifty 200 Momentum 30 TRI is at a +1 SD v/s Nifty 50 TRI - indicating
allocation initiation. We have back tested this data, and the previous times where Allocation was
above +1 SD, Nifty 200 momentum 30 TRI has outperformed Nifty 50 TRI — as highlighted below.
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Phase 1 Nifty 50 TRI N200 M30 TRI Phase 2 Nifty 50 TRI N200 M30 TRI
11-Apr-23 25,793 22,730 24-Nov-20 18,515 15,122
15-Jun-24 34,711 44,784 26-Dec-21 24,406 24,794

CAGR 28.59% 77.59% CAGR 28.92% 57.55%

Source: Nifty Indices

We believe Nifty 200 Momentum 30 is in a similar situation — poised to outperform Nifty 50 after
recently underperforming.

Nifty 200 Momentum 30 has a concentrated portfolio, with only 12 sectors, which are as follows
vis-a-vis 34 in the Nifty 200 universe and 24 in the Nifty 50 universe.

Finance _ 7.74 -
Automobile & Ancillaries | 23.82 @ 7.88 | 6.60 |
Bank | 1667 2243 | 2913
Chemicals _ 1.83 -
Non - Ferrous Metals _ 1.94 -
Telecom 4.81 _
Insurance _ 1.40
Healthcare _ 4.68
Aviation | 365 058 087
T (12450 848 [Te40
Retailing 2.03 2.54 2.33
Infrastructure 1.61 2.99 4.02
Others -0.05 0.21 -0.01

Source: Ace MF; As on March’2026; All numbers are in % terms

This concentrated portfolio has a real-economy focus on themes — with sectors like Auto & Anc,
Chemicals, Non-ferrous metals and Aviation having higher weights than benchmarks.

Top 10 stocks of the Momentum index vis-a-vis benchmarks are very different:

Nifty200 Momentum 30 Nifty 50 Nifty 200
Stock Name WA CD) Stock Name Weight (%) Stock Name Weight (%)

State Bank Of India 5.76 HDFC Bank Ltd. 10.94 HDFC Bank Ltd. 7.36
Hindalco Industries Ltd. 5.75 Reliance Industries Ltd. 8.87 Reliance Industries Ltd. 5.97
Shriram Finance Ltd. 5.16 ICICI Bank Ltd. 8.42 ICICI Bank Ltd. 5.67
Eicher Motors Ltd. 5.11 Bharti Airtel Ltd. 5.34 Bharti Airtel Ltd. 3.60
Bharti Airtel Ltd. 4.81 Infosys Ltd. 4.28 Infosys Ltd. 2.88
TVS Motor Company Ltd. 4.61 Larsen & Toubro Ltd. 4.02 Larsen & Toubro Ltd. 2.70
Bajaj Finance Ltd. 4.55 State Bank Of India 3.97 State Bank Of India 2.67
Asian Paints Ltd. 4.48 Axis Bank Ltd. 3.26 Axis Bank Ltd. 2.19
BSE Ltd. 4.37 ITC Ltd. 2.71 ITC Ltd. 1.82
Hero MotoCorp Ltd. 4.24 Mahindra & Mahindra Ltd. 2.58 Mahindra & Mahindra Ltd. 1.73
Top 10 stocks 48.83 Top 10 stocks 54.39 Top 10 stocks 36.60

Source: Ace MF; As on March’2026
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Performance (As on 16" April 2026) -

Trailing Returns __ N200 M30 TRI Nifty 50 TRI

1 Month 6.73% 3.37% YTD -1.86% -7.29%
3 Months -1.60% -5.78% 2025 -4.57% 11.88%
6 Months -3.62% 5.18% 2024 B 10-06%

1 Year 10.84% 4.39% ;8;2 4;Z;£ 251.6392 /f’

2 Years -0.27% 5.76% 2021 53.81% 25.59%

3Years 18.72% 12.00% 2020 19.89% 16.09%

5Years 15.02% 11.89% 2019 10.55% 13.48%

10 Year 18.19% 13.28% 2018 -1.66% 4.64%

2017 57.46% 30.27%
2016 9.54% 4.38%

Source: Ace MF
Key Risks:

e West Asia Crisis -
o Continued US-Iran war will cause markets to fall.
e Higher Downside Capture -
o If markets fall from current levels, the index will fall more than the market.
o 5-year down capture v/s Nifty 50 is 141.3%
e Sharper falls vis-a-vis market -
o Index has higher volatility — increasing uncertainty in down markets
o We are assuming history repeats itself -
o Since Nifty 200 Momentum 30 was launched as an index in Aug’20, a lot of the
data and hence analysis is back tested.

Allocation strategy = We position this fund in the Smart Beta Index fund category in client
portfolios. Despite being only 30 stocks in the portfolio, the weight of the top 10 holdings is still
lesser than Nifty 50 —indicating it is reasonably diversified. We are reiterating our upside capture
thesis via investment into the Smart beta index.

We believe markets are currently favourable for investment into Nifty 200 Momentum 30
Index Fund. We would like to allocate via a 3-month staggered approach.
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Disclaimer:

The information or material (including any attachment(s) hereto) (collectively, “Information”) contained
herein does not constitute an advice or an inducement to buy, sell or investin any securities. Recipients of
this information should not construe it to be investment advice unless and otherwise stated herein
expressly and conduct their own investigation and analysis. Pravia Investment Advisors Private Limited
(“Pravia”) may not have conducted any suitability analysis prior to dissemination of such information and
the recipient should therefore seek advice of their independent financial advisor prior to taking any
investment decision based on Information. No representation or warranty, express, implied or statutory,
is made as to accuracy, completeness or fairness of the contents and opinion contained herein. The
information can be no assurance that future results or events will be consistent with this Information. Any
decision or action taken by the recipient based on this Information shall be solely and entirely at the risk of
the recipient. The distribution of this Information in some jurisdictions may be restricted and/or prohibited
by law, and persons into whose possession this information comes should inform themselves about such
restriction and/or prohibition. Unauthorized disclosure, use, dissemination or copying (either whole or
partial) of this information, is prohibited. Pravia will not treat the recipient/user as a customer by virtue of
their receiving/using this report. Neither Pravia nor its affiliates, directors, employees, agents or
representatives, shall be responsible or liable in any manner, directly or indirectly, for the contents or any
errors or discrepancies herein or for any decisions or actions taken in reliance on the Information. The
person accessing this information agrees to hold Pravia or any of its affiliates or employees free and
harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this
Information. The Information contained herein is based on publicly available data or other sources
believed to be reliable and for the exclusive purpose of transactions to be carried out within the territorial
jurisdiction of India and all such transactions shall be governed by the laws in India. Pravia and/or its
affiliates and/or employees may have interests/positions, financial or otherwise in securities mentioned
here. Investment in securities market are subject to market risks. Read all the related documents carefully
before investing.

Standard Warnings:

e Registration granted by SEBI, membership of BASL and certification from NISM in no way
guarantee performance of the intermediary or provide any assurance of returns to investors.

e The securities quoted are for illustration only and are not recommendatory.
Statutory Information:

e Pravia Investment Advisors Private Limited: CIN: U66309MH2025PTC451047; Regd Off
Address: 801, A-Wing 215 Atrium, CTS No 215, Andheri-Kurla Road, Andheri East, Chakala MIDC,
Mumbai - 400093; Contact: +91 9004139937

e Corporate Investment Adviser SEBI Registration no. INA000021322, Validity of Registration: Nov
04, 2025 - Perpetual. BSE Enlistment No.2375,

e Principal Officer: Ms. Vaibhavi Shah (E-mail: info@pravia.in), Contact: +91 9004139937

e Compliance Officer and Grievances Redressal Officer: Ms. Nishma Desai (E-
mail: compliance@pravia.in) Contact: +91 9004139937

SEBI Regional Office: SEBI Bhavan, Plot No. C-4 A, G Block, Bandra Kurla Complex, Bandra East, Mumbai
400 051.
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