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For any long-term investor, building a robust and resilient portfolio is paramount. At the core
of such a portfolio lies the segment of Large-Cap Mutual Funds. These funds are an essential
ingredient for achieving stable wealth creation, blending growth potential with the stability
of established market leaders.

1. Definition and Core Attributes

What are Large-Cap Mutual Funds?

A Large-Cap Mutual Fund is an equity scheme that primarily invests in the equity shares of
companies with large market capitalization. As per the Securities and Exchange Board of
India (SEBI) guidelines, large-cap companies are defined as the top 100 companies based on
their full market capitalization.

These companies, often referred to as 'Blue-Chip' stocks, are market behemoths known for:

- Strong Financial Health: They possess robust balance sheets, large asset bases, and
established business models.

- Market Leadership: They are leaders in their respective industries, often with a
significant competitive advantage.

- Proven Track Record: They have a long and consistent history of revenue, profit
generation, and stable performance across different economic cycles.

SEBI mandates that Large-Cap Funds must invest a minimum of 80% of their total assets in
these large-cap stocks.

2. Benchmarks and Indices

A benchmark is a standard against which a fund's performance is measured. For Large-Cap
Funds in India, the primary benchmarks often track the performance of the top listed

companies.
Key Large Cap Indices (India) Description
Nifty 50 Comprises the top 50 companies listed on
the National Stock Exchange (NSE)
BSE Sensex Comprises 30 well-established and

financially sound companies listed on the
Bombay Stock Exchange (BSE)

Nifty 100 Represents the top 100 companies by
market capitalisation, often used as a direct




benchmark for the entire large-cap
universe.

Nifty 100 TRI / BSE 100 TRI Total Return Index (TRI), which includes
dividend payouts along with price
appreciation, is the more accurate and
commonly used benchmark for
performance comparison.

A large-cap fund's primary objective is to outperform its designated benchmark index over
the long term.

3. Investment Risk Profile

Compared to Mid-Cap and Small-Cap funds, Large-Cap Mutual Funds generally carry a lower
risk profile. However, they are still equity funds and are subject to market risks.

Risk Dimension Description

Market Risk All equity funds face this. Although large-
cap stocks are less volatile than smaller
stocks, their prices will still fluctuate with
overall market sentiment and economic
news.

Volatility Relatively Lower volatility. Since these
companies are mature and widely traded,
their stock prices tend not to experience
the rapid, extreme swings often seen in
smaller companies.

Liquidity Risk Very Low. Large-cap stocks are highly liquid,
meaning they can be bought or sold easily,
even during market stress, which minimizes
liquidity risk for the fund.

Growth Potential While stable, their upside potential is
generally more measured compared to
mid/small — caps, as their size makes high-
percentage growth more challenging.
Crescent MFD's Insight: Large-cap funds are ideal for risk-averse investors and those looking
to form the core, stable component of a long-term equity portfolio.

4. Case Studies in Various Market Cycles

Large-cap funds demonstrate distinct behaviors across different market cycles, highlighting
their role as stabilizers.

~~ Bull Market (Market Rally)




Performance: Large-cap funds typically provide strong, steady returns, but they
might lag behind the explosive gains seen in Mid-Cap and Small-Cap funds.

Behavior: Investors are willing to take higher risks, pushing up prices of smaller, high-
growth stocks disproportionately. Large-caps still benefit from general positive
sentiment and good corporate earnings.

Case Study Example (Simulated): During a prolonged bull phase (e.g., 2021-2022 tech and
consumption boom), a large-cap fund may deliver a 15-20% CAGR, while a small-cap fund
might return over 30%. The large-cap return is lower but achieved with less fluctuation.

M. Bear Market (Market Downturn/Correction)

Performance: These funds exhibit greater downside protection compared to smaller-
cap peers. While returns may be negative, the decline is often less severe.

Behavior: During a market panic, investors flee riskier assets and move towards the
safety and liquidity of large, established companies. Their strong fundamentals help
them weather economic headwinds better.

Case Study Example (Simulated): In a major market correction (e.g., 2018-2020 economic
slowdown), a mid-cap fund might fall by -25% to -30%, whereas a well-managed large-cap
fund might only fall by -15% to -20%, thus preserving capital more effectively.

E) Consolidation/Sideways Market

Performance: Large-cap funds often perform well in sideways markets, generating
returns through their dividend yields and by their ability to generate moderate
capital appreciation from quality stocks that continue to perform despite the overall
index stagnating.

Behavior: Active large-cap managers may rotate within the top 100 stocks, focusing
on undervalued or defensive sectors, providing small but consistent alpha (returns
over the benchmark).

Conclusion: Large-cap funds are the essential defensive bedrock of an equity portfolio. They
may sacrifice some high-growth potential during bull runs for superior capital preservation
during bear phases, leading to better risk-adjusted returns over the complete market cycle.




