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himali patel 
 
The new fund offer of Tata Nifty 
Midcap 150 Index Fund is open. 
A large number of fund houses 
already offer midcap and small-
cap index funds and exchange-
traded funds (ETFs) based on 
popular indices such as the Nifty 
Midcap 150 and the Nifty Small-
cap 250. Investors must under-
stand the pros and cons of 
investing in passive funds in the 
mid- and smallcap segment 
before taking the plunge. 

Outperformance  
becoming harder 
Historically, active mid- and 
smallcap funds have outper-
formed their benchmarks over 
the long term. However, this 
trend appears to be changing.  

“The latest S&P Indices 
Versus Active (SPIVA) report 
for 2024 indicates a significant 
decline in the outperformance 
of mid- and smallcap funds 
compared to their respective 
indices. This indicates that 
generating alpha in these seg-
ments is becoming increas-
ingly challenging,” says Vishal 
Dhawan, chief financial 

planner, Plan Ahead Wealth 
Advisors. 

In passive funds, investors 
need not constantly monitor the 
fund manager’s performance. 
“They do not have to worry about 
the fund underperforming 
relative to the market,” says Nir-
anjan Avasthi, senior vice presi-
dent, Edelweiss Mutual Fund. 
They can stay invested in the 
same fund for long and focus on 
their asset allocation. 

“These funds enable new 
investors, those without an 
advisor, or those short on time 
and expertise to participate in 

the market effortlessly,” says Ari-
hant Bardia, chief investment 
oicer and founder, Valtrust. 
Raghvendra Nath, managing 
director, Ladderup Asset Man-
agers, highlights that key person 
risk is eliminated in these funds. 

Chintan Haria, principal – 
investment strategy, ICICI Pru-
dential Mutual Fund, points out 
that investors can earn market-
equivalent returns at a low cost. 

Passive funds stay true to 
their mandate. “When investors 
choose a midcap  or a smallcap 
passive fund, 100 per cent of 
their investment is made in the 
chosen category,” says Arun Sun-
daresan, head – ETF, Nippon Life 
India Asset Management. Pass-
ive funds always maintain full 
exposure to the market, with no 
attempt to exit or take cash calls 
during downturns. “They do not 
try to time the market. This can 
work well over the longer term,” 
says Sundaresan. 

Risk of higher tracking error 
Liquidity in mid- and smallcap 
stocks is lower than in largecaps. 
“This can lead to higher tracking 

error and tracking difference for 
passive funds in these segments, 
and impact the investor’s actual 
returns compared to the index,” 
says Avasthi. Haria says that 
smallcap indices often include 
illiquid stocks, leading to wider 
bid-ask spreads and pricing gaps 
in exchange-traded funds 
(ETFs). Mid- and smallcap seg-
ments are more volatile than 
largecap. During sharp correc-
tions, these funds decline in line 
with their index and offer no 
downside protection.  

“Without an active fund  
manager to course-correct or 
take cash calls, drawdowns can 
be deeper,” says Haria. Passive 
fund managers are bound to  
the index.  

“Businesses that are not prof-
itable may get purchased by 
these funds simply because they 
are part of the index,” says 
Dhawan. Bardia points out that 
these funds can at times include 
companies with poor fundamen-
tals or governance. 

Indices rebalance at set inter-
vals. “The index may continue to 
hold stocks that are driving down 
the portfolio’s return. Active 
funds, where the fund manager 
actively tracks the performance 
of his portfolio stocks, can avoid 
this,” says Nath. 

How to select an index fund  
Haria suggests checking tracking 
error, expense ratio and assets 
under management (AUM). 
“High tracking error defeats the 
purpose of passive investing,” he 
says. In ETFs, trading volume is 
an important factor. “Higher the 
trading volume of an ETF, lower 
would be the impact cost of a 
transaction,” says Sundaresan.

June brings key tax deadlines. 
Stay informed and file on time to 
avoid penalties and ensure 
smooth financial planning. 

Advance tax payment: June 15 
n First advance tax instalment for 
AY2026-27 is due by June 15. 
n Individuals with tax liability 
over ~10,000 must pay 15 per cent 

by this date. 

Issuance of TDS certificates: 
June 15 
n Employers must issue  
Form 16 and 16A by June 15, 
 2025, for FY25. 
n These certificates are essential 
for accurate Income Tax  
Return filing. 

Other deadlines 
n June 7: Last date to deposit 
TDS/ TCS for May 2025. 
n June 10: Due date for filing the 
professional tax return for  
May 2025. 
n June 11: Deadline for filing 
GSTR-1 for May 2025 for tax-
payers with turnover above  
~5 crore. 

n June 30: Deadline for submit-
ting challans and statements for 
TDS under Sec 194-IA, 194-IB, 
194M, and 194S for May 2025. 

Extended ITR filing deadline 
The Central Board of Direct Taxes 
extended ITR filing deadline for 
FY25 (AY 2025–26) from July 31 to 
Sept 15, 2025.

June 2025 income-tax filing: Dates to watch out for

Read full report here: mybs.in/2enhK7v  compiled by: amit kumar
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Well suited for cost-sensitive 
investors seeking mkt returns 
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passive investing in mid & smallcap segment

Margin pressures likely 
to weigh on Zydus stock 
ram prasad sahu 
Mumbai, 4 June  

Zydus Lifesciences delivered a 
strong performance in the March 
quarter (Q4FY25), surpassing 
Street estimates on the back of 
robust revenue and margin 
growth. However, concerns over 
future US sales, heightened R&D 
expenses, and rich valuations 
have prompted brokerages to trim 
their estimates and adopt a cau-
tious stance on the stock. 

The stock, currently trading at 
~933, is up 5 per cent over the past 
month. Despite near-term 
momentum, analysts believe the 
upside is limited given the  
challenges ahead.  

The consolidated revenues 
grew 18 per cent year-on-year (Y-
o-Y) in Q4FY25, led by a 24 per 
cent Y-o-Y and 30 per cent 
sequential jump in US sales — the 
company’s largest market, con-
tributing 48 per cent to the total 
revenues.  

The domestic formulations 
and consumer healthcare also 
performed well, growing 11 per 
cent and 17 per cent respectively. 
The consumer wellness business 
posted its best-ever quarterly 
turnover of ~908 crore, driven by 
seasonal gains and effective 
execution.  

In the US, revenue growth was 
supported by the base business, 
new product launches, and key 
generics including Myrbetriq 
(overactive bladder).  

However, the company has 
guided for single-digit growth in 
FY26, given a high FY25 base 
which included contributions 
from generics of Revlimid (oncol-
ogy), Myrbetriq, and Asacol (ulce-
rative colitis). 

Zydus reported a significant 
margin boost in Q4. Gross mar-
gins expanded 312 basis points 
(bps) Y-o-Y and 405 bps sequen-
tially, supported by a favourable 
product mix and price hikes. 

Operating profit margins 
improved by 380 basis points 
year-on-year. Despite the strong 

showing, Deven Choksey 
Research has lowered its FY26–27 
margin estimates, citing the loss 
of high-margin Revlimid sales 
and pressure in the US market.  

US market outlook: Growth 
concerns ahead 
While Zydus is building a robust 
pipeline of complex generics, 
injectables, biosimilars, and  
vaccines, brokerages remain  
cautious.  

Analysts from Prabhudas Lil-

ladher note that Revlimid and 
Myrbetriq together contributed 
over 45 per cent of FY25 EPS and 
expect price erosion from FY27, 
forecasting a 7 per cent decline in 
EPS over FY25–27 due to waning 
sales from key US products. 

Motilal Oswal Research antici-
pates flat earnings over FY25–27 
as rising competition in US gen-
erics offsets growth in domestic 
and wellness segments.  

Tushar Manudhane has cut 
FY26 earnings estimates by 7 per 
cent, factoring in higher R&D 
costs for innovation, increased 
competition in Revlimid  
generics, and marketing spend 
for GLP (glucagon-like peptide) 
therapies. 

In India, Zydus is focused on 
chronic therapies, with the 
chronic portfolio rising 200 bps Y-
o-Y to 43 per cent of the domestic 
sales. Cardio-diabetology grew 16 
per cent, while oncology, nephrol-
ogy, and hepatology also con-
tributed meaningfully.  

Despite the solid Q4, the out-
look remains mixed. Most ana-
lysts have a neutral view on the 
stock, citing valuation concerns. 
At 19x FY26 projected earnings, 
Zydus offers limited re-rating 
potential in the near term, 
especially as US sales headwinds 
and elevated R&D investments 
weigh on profitability.

Long horizon pays in  
mid & smallcap segment  Returns (in %) 

Index    n Nifty 50 TRI    n Nifty Midcap 150 TRI    n Nifty Smallcap 250 TRI

Note: Above one-year returns are compound annualised Source: Navigation RA
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Narrowing gap

Scoda Tubes up  
5% on debut 
Shares of Scoda Tubes rose 5 
per cent during their trading 
debut on Wednesday. The 
stock ended at ~147, up ~7, or 
5 per cent, over the issue price 
of ~140. Scoda Tubes’ IPO 
had garnered 54 times more 
demand than shares on offer. 
Scoda Tubes, a manufacturer 
of stainless-steel tubes and 
pipes, raised ~220 crore in 
fresh capital through the IPO. 
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