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Do you have a personal 
finance query? Send in your 
queries at 
mintmoney@livemint.com 
and get them answered by 
industry experts.

If we take the average return 
of small- and mid-cap funds 
over the past 10 years, they 
would hover around 16% 
annualised, while over the past 
5 years they would be 20% 
annualized (despite the under-
performance of the past year). 
In the same 5 and 10-year 
period, large-cap funds have 
returned between 13.5-14% 
returns on average, which 
clearly demonstrates that over 
long periods, small- and mid-
cap funds have the potential to 
do better than their large-cap 
counterparts

However, as they say, with 
high returns come high risks, 
i.e., higher volatility, and, in 
terms of volatility, small- and 
mid-caps are higher than 
large-caps. While large-cap 
funds typically have a volatility 
of between 13-17%, the same 
number is between 16-20% in 
the case of small-caps (in some 

Vivek Banka
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I am 35 years old, and have 
been investing through 
Systematic Investment 
Plan (SIPs) in four equity 
mutual funds for the past 
5-6 years. Over time, my 
portfolio has become heav-
ily tilted towards mid- and 
small-cap funds. Should I 
rebalance by moving some 
profits into large-cap or 
hybrid funds, or is it better 
to continue with my cur-
rent SIP strategy?

—Name withheld on request

It is a very pertinent one and 
something that most investors 
fail to understand the ramifi-
cations of.

Over the past 5 years, which 
is also your time frame of 
investment, there have been 
two major cycles, i.e. 1) 2021-
2024, wherein mid- and small 
caps performed spectacularly 
and 2) 2025 onwards, where 
mid- and small-caps per-
formed very poorly.

Your question relates to a 
strategy decision: if our objec-
tive is to reduce volatility, we 
rebalance our market-cap 
allocation from time to time.

If our purpose is to maxi-
mize returns, then we let the 
corpus grow without any 
intervention.

Before we break down the 
strategies, let us understand 
the nature of small and mid-
cap investments versus larger-
cap ones.

cases, even higher than 20%)
Hence, as you can see, 

higher returns come with 
greater uncertainty.

Now, coming to the strate-
gies. If you wish to have more 
control over your asset alloca-
tion, then a rebalancing 
approach works best, where 
every year the funds are rebal-
anced to ensure that you stick 
to a healthy mix of large-, mid- 
and small-cap funds.

In SIPs, the strategy is 
designed to capture price cor-
rection during high volatility 
and hence generally mid- and 
small-caps may deliver better 
returns over long periods, 
albeit as mentioned with a 
higher degree of drawdowns 
(mark to market losses if mar-
kets fall) and also longer periods 
of underperformance (large-
caps typically rebound faster 
than mid- and small-caps).

To summarize, kindly assess 
your overall allocation, i.e. 
both SIPs and existing invest-
ments, to ensure they have a 
healthy mix of all market caps. 
The best way to do this is to 
rebalance your lump-sum 
holdings or existing corpus to 
ensure a well-balanced mix 
while letting the SIPs run as 
they are.

Vivek Banka is the founder of 
Goalteller.

Should I rebalance my portfolio?
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P
assively managed funds 
offer investors a low-cost 
way to participate in mar-
kets, with expense ratios far 
lower than those of actively 

managed funds. By tracking the same 
indices that active funds use as 
benchmarks, they eliminate the risk 
of underperforming the bench-
mark—because investors are invested 
in the benchmark itself.

Today, passive funds track more 
than 100 indices, spanning market-
cap–weighted, sectoral and thematic 
indices, as well as factor-based strate-
gies. As of 30 September, there were 
268 exchange-traded funds (ETFs) 
and index funds tracking these indi-
ces. ETFs accounted for ₹9.5 trillion 
in assets under management (AUM), 
while index funds managed ₹3.08 
trillion in AUM as of the same date.

Since each index carries its own 
risk-return profile, here are some dos 
and don’ts for your passive investing 
journey.

Keeping it simple
Advisors and experts recommend 

a simple approach for beginners. “For 
most investors who are starting out, a 
large-cap-oriented equity portfolio is 
the best starting point. If someone is 
comfortable skipping mid- and small-
caps entirely, a Nifty 50 or a Nifty 100 
index fund is more than sufficient,” 
said M. Pattabiraman, founder of per-
sonal finance platform Freefincal.

A beginner can consider combin-
ing the Nifty 50 Index with the Nifty 
Next 50 Index. The latter can give a 
flavour of mid-caps, even though it is 
a large-cap fund, said Anil Ghelani, 
head of passive investments and 
products, DSP Mutual Fund.

“It is not a true mid-cap index, but 
the risk-reward is similar to that of 
mid-caps, as it represents stocks 
beyond the widely-tracked Nifty 50 
stocks,” Pattabiraman added.

Besides the Nifty 50 Index, begin-
ners can consider broader indices, 
said Vishal Dhawan, founder of Plan 
Ahead Wealth Advisors. “The Nifty 
100 or the Nifty 500 indices can be 
considered, as they give a much 
broader exposure to the market. 
However, it is advisable to build expo-
sure through systematic investment 
plans (SIPs) as it helps to bring down 
the average buying costs during mar-
ket volatility,” he said.

Broader market indices tend to be 
more volatile due to exposure to mid- 
and small-caps, or to new entrants 
from the mid-cap space, as in the case 
of Nifty 100. The index is rebalanced 

every six months, when new stocks are 
included—which transition from mid-
cap to large-cap—and certain under-
performing stocks are excluded.

What to avoid
Experts say new passive investors 

should avoid sector or theme-based 
indices or factor-based strategies.

“Several smart-beta strategies or 
factor strategies are fairly new. While 
the base date of these indices is 2005 
and there is back-tested data, there is 
no adequate real-market track record 
with actual trading volumes. These 
strategies often look very attractive in 
back-tested data, but real-world per-

formance can be quite different," said 
Pattabiraman.

“For instance, some mid- and 
small-cap quality indices have under-
performed in recent years. Low vola-
tility, in particular, is often misunder-
stood. Investors assume it means 
lower drawdowns, but that’s not 
always true. A low-volatility index can 
still fall more than the Nifty 50 during 
certain market phases,” he explained.

“Our research shows that these fac-
tor funds tend to underperform their 
parent indices if just bought and held 
for a long period. To make the most of 
them, investors need to correctly 

ETFs. “Investing in ETFs requires a 
bit more tracking of bid-ask spreads, 
impact costs, ETF’s iNAVs, etc.,” he 
said. This is because ETFs trade on 
stock exchanges, where prices can 
deviate from fair value due to liquid-
ity constraints and demand–supply 
dynamics, unlike index funds that are 
bought and sold at NAV.

iNAV, or an ETF’s indicative net 
asset value, represents its fair value. 
However, ETFs can sometimes trade 
at significant premiums or discounts 
to their iNAV due to demand-supply 
dynamics on stock exchanges.

If trading volumes are thin, exit can 
be difficult, or you may not get an exit 
at fair values. Price distortions can 
happen in two scenarios. When 
demand is high and sellers few, ETF 
prices can top their fair value—and 
the reverse can happen when there is 
a lack of buyers.

For instance, several silver ETFs 
recently traded at steep premiums 
amid a shortage of physical silver. 
The supply constraint made it diffi-
cult for market makers to create new 
ETF units and meet the surge in 
demand, leading to sharp premiums.

While ETFs allow investors to take 
advantage of intraday dips, as they are 
traded on exchanges like any stock, 
index funds simply offer end-of-day 
NAVs like any regular mutual fund. 
As an index fund is a mutual fund, 
investors can also do a monthly SIP.

Takeaways
New investors can use passive 

funds for asset allocation. Anubhav 
Srivastava, partner and fund manager 
at Infinity Alternatives, said investors 
can just combine the Nifty 50 Index 
with a US index or ETF for interna-
tional exposure. “Along with this, 
they can take exposure to a gold ETF 
or index fund and a debt-based 
index,” he said.

Passive funds can simplify investing 
by removing fund manager risk, as 
investors need not worry about identi-
fying the right fund or manager to 
deliver outperformance. In market 
segments such as large caps, where 
active fund outperformance has histor-
ically been limited, low-cost passive 
funds may even be the better choice. 
So, start passive funds with simple 
investment strategies. Instead of going 
with new strategies with limited real 
market data, stick with strategies that 
have a credit market track record.

Ready for passive investing? Here 
is how to kick-start your portfolio

Experts say new passive investors should avoid sector or theme-based indices or factor-based strategies

We welcome your views and comments at

mintmoney@livemint.com

PASSWORDS ARE 

THE REAL FAMILY 

INHERITANCE NOW

I
ndians are obsessed with wills, nominations, property papers, 
and every other traditional aspect of succession. What they 
don’t see coming is the far bigger threat sitting right in their 

pocket: their passwords. The biggest point of failure in inherit-
ance is no longer the law. It’s digital.

Here is the reality: You can’t claim what you can’t find. And you 
can’t find what you can’t open.

Across Indian households, there is typically one person who 
handles everything—investments, bills, demat account, UPI 
apps, bank logins, email, even the OTP-linked phone. The rest 
of the family operates on trust. That confidence is misplaced.

Here is the uncomfortable truth. If that key family member 
dies without sharing the digital access trail, the family is stuck. 
Not for a day or two. For months. Sometimes for years.

Here is a situation seen often: A person has a demat account, 
a couple of mutual funds, a PPF, some FDs, a few savings 
accounts, an EPF passbook, a credit card, and a few small insur-
ance policies. They manage all of this through a single Gmail 
account linked to one phone number. No one else has the phone 
password. No one else knows the email login. The bank login is 
saved only in the browser of that personal laptop. And the laptop 
itself has a password.

When this person passes away, the family is locked out of every 
single gate. They don’t know which bank is active. They don’t 
know where the investments are. They don’t know if any SIPs 
exist. They don’t know where the insurance policy copies are. 
They don’t even know how many accounts they’re supposed to 
chase.

They can’t claim what they don’t know exists.
People underestimate this because the consequences don’t 

show up while they’re alive. The family only discovers the depth 
of the problem once the login fails, the OTP doesn’t come, and the 
bank says they need account details to even begin the transmis-

sion process.
This problem stays invisible while a 

person is alive. It reveals itself only 
after death, when access fails and the 
bank demands account details to begin 
any process.

This is the new Indian wealth divide. 
Not between the rich and poor. But 
between the person who knows the 
passwords and the family who doesn’t.

No will can fix this. The solution to this requires discipline.
Start with a simple digital asset register. Not a fancy spread-

sheet. A simple document listing where accounts exist—banks, 
demat, mutual funds, insurance, EPF, PPF, NPS, credit cards, 
wallets, loans and property records.

Next, create a digital access plan. Not by scattering passwords, 
but by using either a sealed physical record stored securely, or a 
password manager with clear post-death access instructions for 
your spouse or executor.

Then, align all your accounts to one clean email ID that is 
known to the family. Not your college Gmail or a random ID you 
created when you were 10. One clean address used only for per-
sonal finance.

Finally, leave a map of money flow: which account pays which 
bills; which bank is primary; which number receives OTPs; which 
demat account holds what. This isn’t over-preparation. It’s basic 
adulthood in a digital economy.

People avoid doing this because the discussion feels uncom-
fortable. Some avoid it because they feel their spouse isn’t finan-
cially savvy. Some avoid it because they think it’s complicated. 
And some avoid it because they simply don’t have time for all this.

Digital access is now a bigger part of succession planning than 
a will. Most families don’t lose wealth because of bad intentions 
or legal disputes. They lose it because they don’t know where it 
is or how to reach it.

As part of the estate planning, make it an annual practice to 
verify nominee details on every bank, demat and insurance 
account, export a password manager emergency sheet, update 
an encrypted file with master credentials and test whether a 
trusted person can complete a login and recover OTPs.

Most of your wealth is not in your bank account. It is behind 
your passwords. And if your family doesn’t have access, it doesn’t 
matter how hard you worked to build it, it is likely to be gone after 
you are gone.

Vijaykumar Puri, partner at VPRP & Co LLP, Chartered 
Accountants. Views are personal.

The biggest 
point of failure 
in inheritance 
is no longer 
the law. It’s 
digital

Scan the QR 
code to read 
an extended 
version of 
this story.
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HEALTH INSURANCE VS YOUR OWN 

FUNDS: WHAT YOU REALLY NEED

14th February 2026
National Stock 
Exchange, BKC, 
Mumbai

Probably you need a bit of both. In this session, Mahavir 
Chopra (Beshak) and Shilpa Arora (Insurance 
Samadhan) explain what insurance can realistically cover, 
where it falls short, and how much you should rely on your 
own emergency fund. The conversation will focus on 
choosing between savings and insurance, common
 mistakes buyers make, how to avoid
 unpleasant surprises at claim time, and
 how different households should structure
 health protection based on risk and
 affordability. If you are unsure how to
 prepare for a medical emergency without 
 overpaying or under-protecting yourself, 
 this session will help you make clearer,
 more practical decisions.

Mahavir 
Chopra
Founder, 
Beshak.org

Shilpa Arora
Co-Founder & 

COO, Insurance 
Samadhan

an environmental externality. 
BlackRock, alongside Tem-
asek, has backed companies 
such as Antora Energy, which 
develops thermal batteries for 
industrial decarbonisation, 
and ConnectDER—signalling 
how private capital is gravitat-
ing toward climate infrastruc-
ture and industrial transition 
plays that sit beyond the com-
fort zone of traditional venture 
capital.

For shipyards, utilities and 
global asset managers alike, 
climate technology is no 
longer an abstract ESG theme 
but a hedge against opera-
tional, regulatory and market 
risk. Whether venture capital 
eventually follows, or is per-
manently leapfrogged by 
patient capital with longer 
horizons, will shape not just 
how India decarbonises, but 
who gets to build and own that 
transition.

800 viable climate-tech 
startups in India, but less 
than 3% have raised Series B 
or beyond—it’s a serious scal-
ing gap,” said Biswas.

Large upfront capital needs, 
long regulatory lead times and 
dependence on government 
adoption “keep many VCs 
wary,” he added. “Mitigation 
demands patient capital; adap-
tation offers short payback 
cycles and clearer business 
models.”

Total climate-tech funding 
fell to $657 million in 2025, 
down from $1.17 billion in 
2024 and $1.5 billion in 2023, 
according to data from Tracxn. 
The decline has been driven 
largely by a sharp slowdown in 
EV mobility funding, which 
has more than halved since 
2023.

The contrast is sharper 
when set against the behav-
iour of large global financial 
institutions. In 2021, Larry 
Fink, chief executive of Black-
Rock, predicted the emer-
gence of a new generation of 
climate unicorns—companies 
built around green hydrogen, 
agriculture, steel and cement 
rather than consumer inter-
net.

Four years on, that thesis 
has hardened into investment 
strategy. Large asset managers 
increasingly view climate risk 
as a material financial risk, not 

FROM PAGE 10

Meet the backers of 
India’s green tech

Akhil Raj Pottekkat, founder, 

Neiox Eco Cycle.   

time their entry and exit from each 
factor, with knowledge of which fac-
tor performs in which stage of the 
market,” said Aarati Krishnan, head 
of advisory, PrimeInvestor Financial 
Research Pvt. Ltd.

“It is better to avoid narrow sectors 
or thematic ideas when you are start-
ing out, unless the investor has a deep 
understanding of the sectoral 
dynamics,” said Siddharth Srivastava, 
head-ETF products, and fund man-
ager, Mirae Asset India Mutual Fund.

Index vs ETFs
Ghelani added that new investors 

should opt for index funds instead of 

Passive funds: Beginner’s toolkit
Here is how investors starting their passive funds journey can navigate through a 
plethora of options

Problem of plenty
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ETF: Exchange-traded fund; AUM: Assets under management; CAGR: Compounded annual growth rate; SIP: Systematic investment plan

How beginners can build 
passive portfolio

What to avoid

 Look for simple strategies
 Prefer large-cap oriented strategies
 Liquidity of large-caps keeps impact 

costs low
 Prefer index funds for SIPs; less 

complexity
 ETFs require grasp of bid-ask spreads, 

trading volumes
 Use for asset allocation; equity,

gold, debt 

 Smart-beta funds with complex 
strategies

 Indices with back-tested data, but 
less real market data

 Sector or theme-based strategies
 Indices where stocks lack liquidity
 Funds tracking such indices may 

see high impact costs

Note: SIPs are systematic investment plans that allow 
investors to deploy their funds in staggered manner 

What are impact costs?

 Impact costs refer to price movement 
caused by executing a trade, where 
buying or selling large quantities pushes 
stock price away, increasing transaction 
costs for investors. It can be more 
pronounced in stocks lacking liquidity. 
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G
old price is expected to 
maintain its upward 
momentum in the 

coming week, driven by safe-
haven demand and expecta-
tions of policy easing by the US 
Federal Reserve, while silver 
may witness consolidation 
after a stellar rally, according 
to analysts.  

Investors’ attention will 
turn to a string of key global 
macroeconomic data, includ-
ing inflation figures from 
major economies, as well as 
the Personal Consumption 
Expenditures (PCE) index, 
GDP growth, PMI readings 
and jobless claims, which will 
provide fresh cues on the Fed’s 
policy outlook, they said.

“The focus will be on the 
upcoming economic numbers 
from China—crucial from an 
industrial metals perspective. 
Among other developments, 
US President Donald Trump’s 
speech at the World Economic 
Forum and the Supreme Court 
judgement on trade will be 
most important to watch,” 
Pranav Mer, vice-president, 
EBG - Commodity & Currency 
Research, JM Financial Servi-
ces Ltd, said.

‘Gold likely 
to extend 
gains; silver 
may ease’
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