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karthik jerome 

 
The Securities and Exchange 
Board of India (Sebi) plans to 
tighten scrutiny when a fund 
house launches a new sector or 
thematic scheme. It will seek a 
model portfolio and examine 
whether the proposed fund over-
laps with an existing scheme 
from the same fund house by 
more than 50 per cent. While this 
addresses overlaps at the fund-
house level, investors must also 
scrutinise their own portfolios 
for overlaps. 

Overlap refers to the same 
stocks appearing across fund 
portfolios. “Such overlapping 
funds move in tandem, reducing 
diversification benefit,” says 
Kaustubh Belapurkar, director – 
manager research, Morningstar 
Investment Research India. 

Mindless addition of funds 
Overlap typically arises when 
investors add too many funds 
indiscriminately, often belonging 
to the same category, based on 

past returns. Buying multiple 
schemes run by the same fund 
manager (say, a flexicap and an 
ELSS fund) also results in  
overlap. Investing in more than 
one sector or thematic fund from 
the same sector or theme, which 
have a limited universe of stocks 
to choose from, increases overlap. 
Many of the stocks held by sector 
and thematic funds are already 
present in diversified funds. 

“New fund offers also con-
tribute. As portfolios are not dis-
closed at launch, investors are 
unable to assess common hold-
ings,” says Vishal Dhawan, foun -
der and chief executive officer, 
Plan Ahead Wealth Advisors. 

How to check for  
portfolio overlap 
For a basic check, download the 
portfolios of the two funds in 
Excel and identify the common 
stocks — at least the top 10. 
“Examine not just the names but 
also the weightages. A stock 
having 10 per cent weight in one 
fund and 1 per cent in another 

would cause only a minor over-
lap,” says Dhawan. 

Several mutual fund websites 
have online tools for checking 
portfolio overlaps, though some 
require a subscription. To pre-
vent overlap at the portfolio con-
struction stage, diversify by 
market cap, style, and geography. 

Diversification by market cap 
Different market caps perform dif-
ferently across cycles. “Large caps 
offer stability when markets 
struggle. Mid and smallcap stocks 
generate higher long-term returns 
but experience sharper draw-
downs,” says Deepesh Raghaw, a 
Sebi-registered investmentadvisor. 
He adds that diversifying across 
large, mid and small cap funds can 
combine the benefits of participa-
tion in rallies with downside pro-
tection. Investors with higher risk 
tolerance and longer investment 
horizons can have higher exposure 
to mid and smallcap funds. 

Diversification by style 
Investment styles — growth, 
value, momentum and quality — 

also go through cycles. “No one 
can predict which style will out-
perform at which point in time,” 
says Belapurkar. Blending various 
styles in a portfolio can ensure 
that some part of it performs, irre-
spective of which style is in favour.  
Investors can assess a fund’s style 
through fund disclosures, style 
boxes, Sebi’s categorisation, and 
fund managers’ commentary on 
their investment approach. 

Diversification by geography 
Geographical diversification 
smoothens portfolio performance 
as different markets don’t always 
move sync. “Domestic and inter-
national markets respond to 
varied drivers such as commodity 
cycles, technology cycles, interest 
rates, inflation and geopolitics,” 
says Dhawan. sBelapurkar adds 
that overseas exposure provides 
access to businesses not available 
on the local bourses. Raghaw 
points out that international 
diversification offers a hedge 
against rupee depreciation.   

How to remove overlap 
Some overlap is inevitable. “If it is 
excessive, investors may need to 
exit certain schemes, while mini-
mising tax incidence and exit 
load. Alternatively, directing fresh 
money into underrepresented 
areas can gradually reduce over-
lap,” says Dhawan. 

To restructure your portfolio, 
begin by deciding on an asset 
allocation across equity, debt, 
precious metals and real estate 
based on risk tolerance and hor-
izon. Next, decide the exposure 
to sub-asset classes. Finally, 
Raghaw cautions that before 
adding a new fund to the port-
folio, investors must ensure it 
will add value.
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The government has announced 
rules that bar people from trans-
ferring ownership of vehicles, 
moving them across states, or 
renewing fitness certificates if 
they have not paid highway toll.   

Why unpaid tolls can  
now block key services   
The most significant impact for 

vehicle owners is the direct link 
between toll clearance and rou-
tine vehicle documentation.  

If a vehicle has any unpaid 
national highway toll dues:  
 A no objection certificate  
(NOC) for ownership transfer  
will not be issued  
 An NOC for inter-state vehicle 

transfer will also be denied  
 Fitness certificates will  
not be issued or renewed  
 National permits for commer-
cial vehicles will not be granted 

What this means for  
vehicle owners 
For individual motorists, the new 
rules mean toll payments are no 

longer limited to highway use al -
one. Unpaid dues can now surface 
later when selling a vehicle, re -
newing documents, or relocating. 

For the government and the 
National Highways Authority of 
India, the move supports the roll-
out of Multi-Lane Free Flow tol-
ling, which will enable barrier-less 
toll collection across highways.

Unpaid highway toll could crash your plan to sell a vehicle: Here is how 
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Exit some and move 
fresh money into  
other segments

MANY FUNDS WITH SIMILAR HOLDINGS? 

Read full report here: mybs.in/2g39n3f compiled by amit kumar 
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US market:  

Return booster 

Returns (%)   Sensex    S&P 500 

2021
                   22.0 

                           26.9 

2022
                    4.4 

                                      -19.4 

2023
                   18.7 

                           24.2 

2024
                     8.1 

                           23.0 

2025
                      9.1 

                            16.5 

Source: pbcs.in

Non-US uptick seen driving 
gains for Dr Reddy’s Labs 
sirali gupta 

Mumbai, 22 January 

Shares of Dr Reddy’s Laboratories 
jumped 5.3 per cent on Thursday to 
~1,217 apiece, making it the top 
gainer in the Nifty 50 and the  
BSE 100 indices. By comparison, 
the Nifty 50 was up 0.53 per cent  
at 25,289. The buying on the 
counter came after the company 
reported its results for the third 
quarter (October-December) of 
2025-26 (Q3FY26) on Wednesday, 
after market hours. Analysts are 
broadly constructive on Dr Reddy’s 
Labs’ medium-term prospects 
despite Q3FY26 margin pressure, 
with views split on near-term risks. 

In Q3FY26, Dr Reddy’s Labs 
reported a 14 per cent year-on-year 
(Y-o-Y) decline in consolidated  
net profit to ~1,210 crore, as com-
pared to ~1,413 crore a year ago. The 
firm’s revenue from operations rose 
to ~8,727 crore in Q3FY26, a 4.4 per 
cent Y-o-Y increase from ~8,357 
crore in Q3FY25. The company’s 
earnings before interest, taxes, 
depr eciation, and amortisation 
(Ebitda) stood at ~2,049 crore, com-
pared to ~2,298 crore a year ago. 

Motilal Oswal Research said Dr 
Reddy’s Labs delivered a better 
than expected Q3FY26, with 
strong execution in India, Europe 
and Russia, and favourable cur-
rency movement more than off-
setting the drag due to weaker 
contribution from the generic ver-
sion of cancer drug Revlimid, 
resulting in an earnings beat. 

The brokerage cut its FY26 esti-
mates by 4 per cent to factor in a 
delay in the launch of 
diabetes/weight control drug 
semaglutide in Canada, but raised 
FY27 estimates by 6 per cent on 
better growth prospects across 
India, Europe and Russia. It has a 
“neutral” rating, with a target 
price of ~1,220. JM Financial 
believes margin pressure reflects 
ongoing headwinds in the US 
market. However, it sees strong 
growth excluding the US market, a 

rich filing pipeline, and upcoming 
semaglutide lau nches providing 
medium-term earnings visibility, 
with the worst largely factored into 
current valuations. In Q3FY26, the 
company’s operating profit mar-
gins contracted sharply by 579 
basis points (bps) Y-o-Y, reflecting 
lower Revlimid sales, an adverse 
product mix, and sustained pric-
ing pressure, although overall 
profitability still beat Street expec-
tations. It has raised its target 
price to ~1,545 from ~1,522. 

Elara Capital estimates one-off 
Revlimid sales of $50-60 million in 
Q3FY26, and believes that the 
opportunity window has closed. 

North America’s business was 
down Y-o-Y and quarter-on-
quarter (Q-o-Q), as expected. All 
the other businesses performed in 
line or posted a beat. India’s busi-
ness grew 19 per cent Y o-Y, and the 
company expects it to sustain 
above 15 per cent, which is a major 
positive highlight. The brokerage 
maintained its FY26-FY28 core 
earnings estimates broadly. It has a 
“buy” rating target price of ~1,588. 

Emkay Research said Dr 
Reddy’s Q3FY26 margin perform-
ance was in line with its expecta-
tions, and about 100 bps ahead of 
Street estimates on an adjusted 
basis (excluding one-offs). The 
brokerage noted that a higher 
adjusted gross margin was offset by 
higher selling, general, and admin-
istrative spending. While the 
brokerage sees limited room for 
further negative pipeline surprises, 
its base case is that FY28 earnings 
per share (EPS) will still be lower 
than FY25 earnings. It marginally 
raised earnings estimates after 
tweaking domestic growth and 
forex assumptions, and rolling for-
ward to December 2027 earnings. 
The brokerage has a “reduce” 
rating, though it has raised its target 
price from ~1,000 to ~1,200.

Brokerages bullish on company despite Q3FY26 margin pressure
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