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sarbjeet k sen 

In calendar year (CY) 2025, sectoral 
funds tracking the Nifty PSU Bank 
(26 per cent), Nifty Auto (20 per 
cent) and Nifty Metal (24 per cent) 
emerged as top performers. While 
banking and financial stocks did 
well overall, PSU banks benefited 
in particular from lower interest 
rates, infusion of liquidity, and 
relatively attractive valuations.  

Nifty Auto gained on rising ve-
hicle demand and improved senti-
ment, while Nifty Metal was 
supported by higher commodity 
prices. Nifty Defence also per-
formed well, delivering 19 per cent 
returns amid rising defence expen-
diture and higher export potential. 

“Thematic and sector funds 
offer focused exposure to struc-
tural trends that may not be ad-
equately represented in broader 
diversified portfolios. In favourable 
market conditions, well-selected 
sectoral allocation can generate 
outsized returns,” says Sirshendu 
Basu, head, product management 
and strategy, Bandhan Asset Man-

agement Company (AMC). 

A risky bet 
Sectoral and thematic investments 
require caution, as leadership can sh -
ift rapidly. “The concentrated nat u re 
of these funds makes them inh e -
rently more volatile,” says Vishal Dh -
awan, founder and chief executi ve 
oicer, Plan Ahead Wealth Advisors. 

Recent performance highlights 
this volatility. The Nifty Realty In -
dex delivered strong gains of 81 per 
cent and 34 per cent in CY2023 and 

CY2024, but lost 16 per cent year to 
date (YTD) in CY2025. The Nifty 
Auto Index also saw sharp sw i ngs, 
delivering 47 per cent and 22 per 
cent returns in CY2023 and CY2024, 
respectively. Nifty Metal delivered 
only 8 per cent returns in CY2024. 

For satellite portfolios 
Limit sectoral exposure to the sat-
ellite portfolio. “Sector and them-
atic funds are best viewed as 
tactical instruments, not core 
portfolio anchors. A portfolio can 
have a core holding of 70–80 per 
cent in diversified equity, debt and 
stabilising assets, while the satel-
lite allocation (20–30 per cent 
maximum) can be used for tactical 
themes and sector exposures, with 
typically no more than 10 per cent 
of the total portfolio value allo-
cated to a single sector,” says Ni-
harika Tripathi, head of products 
and research, Wealthy.in. 

Timing matters 
Getting both entry and exit timing 
right is critical. “Sectors and 
themes tend to be cyclical and are 
susceptible to timing risk during 
both entry and exit,” says Kaus-
tubh Belapurkar, director – man-

ager research, Morningstar Invest-
ment Research India. 

“Phased investing helps manage 
timing risk by spreading entry acr o -
ss market conditions,” says Tripathi. 

Avoid if uncertain 
Investors unsure about sector selec-
tion are better served by diversified 
equity funds. “Most investors may 
avoid sector or thematic funds, es-
pecially narrow ones, where price 
movements can be very volatile. 
Well-managed diversified equity 
funds, where fund managers express 
more graded overweight or under-
weight views on sectors, could be 
better,” says Belapurkar. “First-time 
or inexperienced investors should 
avoid these funds,” says Tripathi. 

Hold for the long term 
Those investing in sector funds 
must be prepared to hold through 
cycles. “Allocating 5–15 per cent of 
the equity portfolio to such funds 
is reasonable, ideally spread 
across one to three themes. The 
ideal investment horizon is five 
years or longer,” says Dhawan. 

Common Mistakes  
Overexposure and chasing past per-
formance are common pitfalls. “The 
biggest mistakes are over-allocating 
to sector funds and investing with 
misplaced performance expecta-
tions,” says Belapurkar. “Investors 
are often drawn into sector funds 
after periods of strong returns, only 
to face subsequent underperform-
ance when the cycle turns. Another 
pitfall is treating them as permanent 
core holdings. Periodically reassess 
their investment rationale and re-
balance when necessary,” says Basu. 
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The writer is a Gurugram-based 
independent journalist 
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Probate is a legal process through 
which a court formally recognises 
a will’s validity and an executor’s 
authority to distribute the estate. 
The government’s recent decision 
to remove the mandatory require-
ment of probate for certain wills 
has simplified succession proce-
dures on paper. However, legal 
and estate-planning experts cau-
tion that voluntary probate still 
plays a critical role in many real-
world situations, particularly 

where disputes, complex assets, or 
institutional checks are involved.   

When voluntary probate still 
makes sense  
Voluntary probate continues to be 
a practical safeguard in several 
situations.  

Bijal Ajinkya, partner at Khai-
tan & Co, says probate becomes 
important where disputes are 
likely, particularly when heirs who 
would otherwise inherit under in-

testate succession are excluded by 
a will. It is also commonly sought 
where the testator or beneficiaries 
are non-residents, or where Indian 
wills need validation for overseas 
assets.  

Sreepriya NS, chief executive 
oicer at Entrust Family Oice, 
adds that housing societies, rede-
velopment authorities and buyers 
often insist on probate to avoid fu-
ture title disputes. For executors, 
probate also acts as statutory pro-

tection, limiting personal liability 
if the will is challenged later.  

Risks of skipping probate  
While lawful in many cases, skip-
ping probate can create long-term 
risks. Ajinkya points out that with-
out probate, excluded heirs may 
challenge the will years later, 
claiming lack of knowledge. Pro-
bate proceedings involve public 
notice, which helps close the door 
on such future claims. 

Probate now optional: But skipping court approval can backfire 

Avoid over-allocation 
and chasing recent  
performance

SECTOR, THEMATIC FUNDS’ OUTLOOK

Read full report here: mybs.in/2esXap4  compiled by amit kumar 

Sectors you may consider 
Banking and financial services: Low gross NPAs, high capital ad-n
equacy and provisioning, credit growth, accommodative policy and 
attractive valuations 

Healthcare: Low hospital bed availability, rising health awareness, n
higher insurance penetration, Ayushman Bharat, strength in gen-
erics, expanding CDMO opportunity 

Consumer discretionary: Moderating inflation, rising per-capita in-n
come, premiumisation, growth in organised retail 

Information technology: Reasonable valuations, gradual AI monet-n
isation, stabilising global IT spending, improving deal conversions 

Note: Conduct due diligence before investing 

More funding and relief 
key to meet Vi liabilities 
deepak korgaonkar  
Mumbai, 1 January 

The share price of Vodafone Idea (Vi) 
rallied up to 11 per cent on Thursday 
and settled 8 per cent hig h er at ~11.62 
apiece, partially recouping Wednes-
day’s losses triggered by the Centre’s 
reported relief plan on its adjusted 
gross revenue (AGR) dues. 

The rally in Vi share price came 
after Vodafone Group and Vi 
reached an agreement on Wednes-
day, regarding the settlement on 
long-pending contingent liabilities 
tied to the 2017 merger of Vodafone 
India and Idea Cellular. 

According to the company, Vi is 
set to receive around ~5,836 crore 
under the amended arrangement. 
Of this, ~2,307 crore will be received 
in cash within the next 12 months. 
The balance (~3,529 crore) would 
come from Vodafone Group, setting 
aside 328 crore of Vi shares to be sold 
over a 5-year period for Vi’s benefit, 
the company said in an exchange fil-
ing. This effectively discharges most 
of the contingent liability exposure 
that existed between the promoter 
group and the company, Vi said. 

On Wednesday, Vi’s stock price 
had slipped 11 per cent, after hitting 
a 52-week high of ~12.80 on Dece m -
ber 31, 2025. Separately, the recovery 
in Vi shares may also be attributed to 
the telecom company’s clarification 
that it has not received any com-
munication from the government re-
garding a 5-year moratorium on its 
adjusted gross revenue (AGR) dues. 

On Wednesday, reports sug-
gested that the Union Cabinet has 
decided to freeze Vi’s AGR dues at 
~87,695 crore, permitting the finan-
cially-stressed telco to repay the 
amount over a 10-year period start-
ing 2031-32. This implies a five-year 
moratorium for Vi, which was sched-
uled to begin paying its AGR dues to 
the government in March 2026. 

AGR dues pertaining to FY18 
and FY19, however, shall be payable 
over FY26-31 without any change in 
the schedule, reports added. 

According to analysts at Emkay 
Global Financial Services, contrary 
to the Street’s expectations of at least 

a 50 per cent waiver, no waiver on 
the pending dues linked to AGR was, 
reportedly, provided by the Cabinet. 

Besides, Vi also has ~1.2 trillion 
of deferred payment obligations to-
ward spectrum, with significant 
scheduled payments between FY26 
and FY44. Current operating profit, 
it said, is insuicient to meet the 
capex or the spectrum debt repay-
ment requirement. 

As the company will need addi-
tional relief/funding to alleviate 
such challenges, Emkay Global 
maintained its ‘Sell’ rating on the 
stock with a target of ~6 per share. 

“Vi’s pre-IndAS116 annualised 
operating profit is ~898 crore, which 
is 6.7 per cent of its spectrum debt 
with cash balance of ~3,080 crore as 
of end-Q2FY26. The management 
gave guidance for capex spends of 
~7,500-8,000 crore for FY26. With 
this, leverage remains high even 
without AGR dues, and the govern-
ment will need to consider a plan for 
reducing spectrum debt,” it said. 

Vi’s valuations at 13.6 times FY27 
estimated enterprise value to operati -
ng profit, thus, appear expensive, Em -
kay said. Axis Securities, too, 
recommended a ‘reduce’ rating on Vi 
stock, highlighting that the reported 
AGR relief package is lower-than-exp -
e cted. “Though the package provides 
br eathing room for capex, the telco’s 
ba lance sheet remains bloated,” it said. 

Those at ICICI Securities, how-
ever, said in their note that Vi’s AGR 

and spectrum annual payment were 
close to ~35,000 crore from FY27 on-
wards. A relief in AGR dues (albeit 
details/confirmation awaited) will 
provide annual payout relief of 
~16,000 crore for the next five years. 
“This provides a breathing space for 
the company to raise funds and ramp 
up 5G to reduce subscriber churn and 
protect/gain market share,” it said. 

The focus will shift to average 
revenue per user (Arpu) hike ahead. 
Its back of the envelope computation 
indicates Arpu needs to double for Vi 
in 5 years for sustained ability to ser -
ve the dues thereafter as well as fund 
capex, the brokerage firm added. 

Meanwhile, share price of Indus 
Towers hit a fresh 52-week high of 
~439.70, surging 5 per cent on the 
BSE in the intraday deal. 

In the past one month, the stock 
of the telecom infrastructure com-
pany has rallied 11 per cent. It 
ended the day with gains of 4 per 
cent and closed at ~435.8.  

Indus Towers has gained around 
60-65 per cent market share of Vi’s 
new tower rollouts after the latter’s 
Ma rch 2024 fundraises. Indus Towers’ 
existing tower footprint was con-
structed for Airtel, and since Vi and 
Airtel have similar spectrum hold-
ings, this makes Indus best placed to 
benefit from Vi’s network expansion. 
Hence, analysts at Ambit Capital ex-
pect Indus to continue garnering 60-
65 per cent market share of Vi’s 
incremental rollout.
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