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M
arkets rattle when war breaks out. Investors fear uncer-
tainty more than the conflict itself. Recent develop-
ments, including the temporary ceasefire in West Asia, 

show how quickly sentiment shifts once escalation risks ease. 
Why markets react sharply to geopolitical crises
When geopolitical tensions rise, investors ask: Could the con-

flict spiral into something bigger? Such fears are not irrational. 
History shows that while wars and geopolitical rivalries unsettle 
markets, they rarely derail long-term wealth creation.

During the Gulf War in 1990, global equity markets fell when 
Iraq invaded Kuwait and oil prices surged. Yet markets recovered 
within months once it was clear the conflict would be contained. 
During the Iraq war in 2003, markets fell in the months leading 
up to the conflict. Once the war started and uncertainty eased, 
equities rebounded. Markets often react sharply at the onset of 
a conflict and the biggest risk lies in how events might escalate.

The uncertainty discount
When geopolitical risks intensify, markets price in worst-case 

scenarios. Investors demand higher risk premiums and asset pri-
ces adjust accordingly, creating an ‘uncertainty discount’. The 
recent cooling of oil prices and recovery in equities shows how 
quickly this discount can unwind as worst-case fears recede.

Investors with a long-term perspective can use such phases to 
build positions in fundamentally strong businesses. When uncer-
tainty fades, markets often recover faster than expected. The key 
lesson is not predicting geopolitical outcomes but recognizing 
that markets often overreact in the short run.

Why oil matters
While global markets may recover from geopolitical tensions, 

India faces a specific vulnerability: dependence on crude oil 
imports. Recent volatility in crude prices amid the West Asia war 
shows how quickly the risks can materialize. India imports over 

80% of oil needs, so disruptions in 
global markets significantly affect the 
economy. A sharp rise in crude prices 
affects inflation, widens current 
account deficit and impacts the rupee. 
Higher oil prices influence interest 
rates and government finances. When 
inflation rises due to elevated energy 
costs, central banks may keep mone-
tary conditions tighter for longer, rais-

ing borrowing costs across the economy.
For investors, macroeconomic linkages matter. Rising oil pri-

ces influence sectoral performance in equity markets. Energy-in-
tensive industries may face margin pressure, while oil-producing 
and energy-related businesses could benefit. Understanding 
these dynamics helps investors interpret volatility more ration-
ally rather than reacting emotionally to geopolitical headlines.

Discipline, diversification and perspective
Geopolitical tensions test investors’ emotional resilience. Vol-

atility often triggers impulsive decisions such as panic selling or 
abandoning long-term strategies. Yet successful investing rarely 
depends on predicting geopolitical events. Instead, it depends on 
building portfolios resilient enough to withstand uncertainty.

Diversification across sectors, asset classes and geographies 
helps reduce the impact of sudden shocks. The philosophy of 
‘buy right and sit tight’ remains relevant for long-term investors. 
Short-term volatility may be uncomfortable, but it is an inherent 
feature of equity investing.

Staying focused through uncertainty
Conflicts may disrupt supply chains, influence commodity pri-

ces and trigger temporary corrections. Yet history shows markets 
adapt quickly when uncertainty begins to fade. The current eas-
ing of tensions may offer relief but also shows how quickly senti-
ment can reverse if uncertainty resurfaces. For investors, the real 
challenge is not avoiding volatility but maintaining discipline 
during uncertainty. Those who remain patient, diversified and 
focused on long-term fundamentals are often best positioned 
when stability returns.

Geopolitical conflicts may shake markets in the short term, as 
recent events show. But disciplined investors recognise that 
uncertainty eventually subsides and that long-term success 
depends less on predicting crises and more on staying invested 
through them.

Col (retd) Sanjeev Govila is a certified financial planner and  CEO 
of Hum Fauji Initiatives, a financial advisory firm.
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A
t least three new fund 
offers (NFOs) announced 
in April under the spe-
cialized investment fund 
(SIF) framework, intro-

duced by the Securities and 
Exchange Board of India (Sebi) in 
2025, will add to a sharp surge in 
assets under management (AUM) of 
these products.

The net AUM of this category, that 
is the total market value of all invest-
ments a fund manages including 
inflows, outflows and changes in asset 
prices on a given date, have risen from 
₹2,010.44 crore at the end of October 
2025 (when the Association of Mutual 
Funds in India released SIF numbers 
after first launch in September) to 
₹9,710.87 crore at the end of February.

These will also give investors a 
variety of options in the category, 
which was dominated by hybrid long-
short strategies that use equities, 
debt, and derivatives to balance risk 
and returns during the initial phase.

Unlike a mutual fund that takes 
only long positions, buying and hold-
ing stocks to benefit when prices rise, 
SIFs can employ both long and short 
strategies. In other words, SIFs are 
not dependent only on upward mar-
ket movement and can also generate 
returns in a bearish market. By using 
derivatives, they can profit even 
when prices fall. 

Mint spoke to industry players to 
assess target users and performance.

Early performance as a metric?
The early picture shows that these 

funds have performed slightly better 
than mutual funds when the Nifty 
500 fell around 14% from 1 January-31 
March as the West Asia war escalated 
at the end of February on top of the 
constant selling by foreign investors 
amid high valuations.

According to Value Research data, 
hybrid long-short funds, where most 
of the current AUM is concentrated, 
delivered an average negative three-
month return of 3.1% as of 31 March.

During the same period (1 January- 
31 March), their benchmark, the Nifty 
50 Hybrid Composite Debt 50:50 
Index fell 7.8%. For comparison, tra-
ditional mutual funds that invest in 
both equities and debt to balance risk 
and return, like balanced advantage 
schemes, had average negative return 
of 8.1%. Equity savings saw an average 
negative return of 3.5%, while arbi-
trage schemes delivered an average 
return of 1.5% at the end of March.

In equity-oriented SIFs, only three 
schemes launched before 1 January 
delivered a negative three-month 
return of 10.1%, compared to the Nifty 
500 Total Return Index's -13.9% 
return from 1 January to 31 March.

During this period, flexi-cap long-
only mutual funds posted an average 
negative return of 13.1%.

But experts advise waiting for at 
least a full market cycle to gauge 
their performance. Vishal Dhawan, 
a certified financial planner and 
co-founder of Plan Ahead Wealth 

Advisors, said the launch of these 
products has coincided with a sharp 
correction in equity markets. While 
they have shown some downside 
protection, they are likely to under-
perform in a one-way bull market.

Feroze Azeez, joint chief executive, 
Anand Rathi Wealth Ltd, also noted 
that there is very limited data to judge 
performance, most SIFs have been in 
existence for less than a year, and 
early NAVs are broadly around the 
launch price, signalling that it is too 
soon to look at their performance. 
"Since SIFs use long-short and deriv-
atives strategies, performance needs 
to be seen across at least one full mar-
ket cycle,” he said. By then, there will 
also be more schemes and better 
comparability, he added. 

The new category opens room for 
innovation for asset management 
companies, which were earlier limited 
to one scheme per category. Under the 
SIF framework, they can now launch 
seven additional strategies with a min-

imum ticket size of ₹10 lakh.
Structurally different from MF
This product was launched to 

bridge the gap between mutual funds 
and portfolio management services 
(PMS) in terms of portfolio flexibility. 
SIFs can invest in both long and short 
strategies. From a structural perspec-
tive, Azeez said investors should be 
aware that while Sebi allows up to 
25% short exposure, there is no mini-
mum requirement, so a long-short 
fund can still behave largely like a 
long-only fund.

He added that these may also come 
with restricted redemption windows, 
lock-ins, or interval structures, 
resulting in lower liquidity compared 
to mutual funds.

Sandeep Tandon, founder and 
chief investment officer, of Quant 
Mutual Fund, said they have utilized 
only between 9-12% of the 25% short 
limit allowed under the framework. 
He added that the category is 
designed with a longer-term perspec-

structure, in which subscriptions are 
allowed daily, but redemptions are 
restricted to two days per week.

This structure enables fund man-
agers to manage derivatives posi-
tions, arbitrage books and fixed-in-
come allocation without the pressure 
of daily redemption outflows. Some 
funds may also have a notice period of 
up to 15 working days. SIF disclosures 
are less transparent, making it harder 
to track, so the framework is evolving, 
but not fully mature yet, Azeez said.

Who can consider investing?
SIFs are better positioned than tra-

ditional long-only mutual funds, as 
their taxation is similar to that of a 
mutual fund and their fund manag-
ers have been given greater flexibil-
ity, said Sandeep Seth, founder and  
CEO of SIF360. He added that it is 
also for that class of investors who 
were not ready to count on a single 
fund manager for minimum invest-
ment of ₹50 lakh and ₹1 crore 
through other vehicles.

“We are not recommending trying 
SIFs to beginners, those with less time 
horizon, and have total investment of 
less than ₹30-40 lakh,” he said.

Dhawan also said this product is for 
those who are comfortable with buy-
ing into strategies that don’t have a 
long track record. Investors can allo-
cate a small portion of their capital, 
mindful that what they are buying 
into is mostly through a back-tested 
model and the real data is limited. It is 
also for investors who are looking to 
diversify from long-only products.

According to him, for a new cate-
gory, the allocation as a percentage of 
the portfolio should not go beyond 
10% at the most. He added that until 
the track record of these funds exists, 
investors should look at the expense 
ratio and the track record of the fund 
management team in short strategies, 
because the skill set available here is 
relatively limited compared to long-
only products.

He said one advice is that investors 
should run an overall concentrated 
portfolio, but because SIFs are new 
products, they should consider being 
a little more.

New launches
As of early April, three new SIFs are 

expected to launch this month, 
including Franklin Templeton’s Sap-
phire and The Wealth Company’s 
WSIF equity long-short funds and 
Quant qSIF’s active asset allocator 
long-short fund.

Ultimately, SIFs are more flexible 
than mutual funds and more accessi-
ble than AIFs, but the category is still 
in its infancy. Their early outper-
formance during a downturn is 
encouraging, not conclusive. 
Patience, modest allocation, and 
close attention to fund manager qual-
ity will matter far more than chasing 
the early winners.

Early SIF returns are encouraging, 
but investors must stay cautious

SIFs slightly outperformed mutual funds during the West Asia war-led correction amid FPI selling, high valuations
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nity to buy during a sell-off in 
March. But the cash percenta-
ges vary; if you start with a 20% 
allocation to money market 
and cash securities, 80% is in 
stocks. If the market falls 10%, 
that becomes 72%. So, opti-
cally, in terms of percentage, 
cash looks higher; even if you 
deploy money, it seems as if 
cash has not come down. But 
we opportunistically deployed 
some money last month. At the 
end of March, our flexi-cap 

fund held 18.94% in cash.
Before the war began, 

markets were already fall-
ing due to valuation con-
cerns and persistent selling 
by foreign portfolio inves-
tors. Do these concerns still 
remain?

To an extent. India has been 
an outlier in terms of valua-
tions in the emerging market 
space. Emerging economies 
such as China and South Korea 
had not done well for quite 
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P
PFAS Mutual Fund used 
March’s market turbu-
lence to its advantage, 

finding opportunities to 
deploy cash, according to chief 
investment officer Rajeev 
Thakkar. Speaking as part of 
the Mint Money Guru series, 
Thakkar explained why war 
and ceasefire headlines matter 
little for long-term investing 
and how he is approaching 
equities in the current envi-
ronment.

How did 
you navigate 
March’s vol-
atility, and what key port-
folio change did you make?

We tell investors that if they 
want to invest for one year or 
less, they should put their 
money in liquid funds, arbi-
trage funds, or money market 
funds, all suitable for short-
term investments. For people 
with money for three to four 
years, we suggest hybrid funds 
that combine equity and debt. 
We ask them to invest only in 

pure equity funds if they have 
money for a period of more 
than five years. For anyone 
with a longer-term time hori-
zon, all these things even out. 
Be it war, inflation, interest 
rates, lower GDP (gross 
domestic product) growth, or 
currency movement, they 
mean-revert over a period of 
time. Our focus has been on 
management quality, earning 
visibility, balance sheet 
strength, pricing power, and 
valuations. So, we have been 
using volatility to our advan-
tage, deploying wherever we 

find opportu-
nities and sell-
ing wherever 
the opportu-

nity comes.
Has the announcement 

of the two-week truce 
changed how you are look-
ing at certain segments of 
the equity market?

Not really. Some pre-exist-
ing trends in the business 
world might accelerate a bit 
because of this. The world has 
been moving away from fossil 
fuels towards renewables, 
including solar, wind and 

nuclear for primary energy as 
well as for transportation, 
where people have been trying 
to electrify. That trend will 
gain importance not only from 
an environmental perspective 
but also for energy security. 
You don't want some external 
event to bring your country to 
a grinding halt. So, those 
trends might accelerate a bit, 
but otherwise, not much 
changes.

Would you say that the 
current 20% of flexi-cap 
AUM held in cash at the end 
of February is usual for 
PPFAS? Did you get an 
opportunity to deploy in 
March?

It is not usual. For the last 
two years, we have been a bit 
cautious about the market 
given valuations. In this 
period, we have seen time cor-
rections and, in some cases, 
price corrections as well. 
Small- and mid-cap stocks 
have corrected, and earnings 
have had time to catch up. 
Given all of that, valuations are 
more reasonable now, and 
opportunities are emerging. 
The cash gave us the opportu-

some time,  but  this  has 
changed due to the peculiar 
nature of industries in various 
markets that are in an upcycle, 
such as electronics manufac-
turing, chips, and memory 
units. So, low starting valua-
tions as well as higher earnings 
growth have made them a bit 
more attractive for emerging 
managers. FPIs have been 
sellers, but given 
the time, the 
price correction, 
and somewhat of 
a return to nor-
malcy in Indian 
markets, I think 
it will become 
attractive even 
f o r  f o r e i g n 
investors at 
some point.

AI stocks are 
rising globally, 
but Indian IT 
stocks have fallen sharply. 
How are you expecting 
them to perform?

AI can potentially improve 
productivity significantly for 
developers and others who 
build custom software. Does it 
mean that a middle manager 

or someone who is a non-tech-
nical person just goes on to 
Claude, puts in a prompt and 
magically the entire company 
gets computerized? The 
answer is no. That's taking 
things to an extreme. Given 
the improved productivity, 
Indian companies will add sig-
nificant value. In fact, you 

could see an expansion in 
demand, people 
could find more 
use cases, given 
that they can 
stretch their IT 
budgets further 
w i t h  t h e 
improved pro-
ductivity. Even 
to implement 
some of these 
newer AI capa-
bilities, you will 
require people, 
and our compa-

nies will be able to provide 
that. Of course, there are some 
trends one has to be aware of—
this trend of global captives 
coming here, to that extent, 
the amount of work that gets 
outsourced reduces because 
they have their own centres in 

India. But I think the pessi-
mism is overdone in terms of 
the sell-off we have seen.

After the war-led correc-
tion, what is your view on 
valuations of different seg-
ments of the market?

The sell-off was broad-
based. Individual segments 
that were more sensitive to oil 
sold off faster and recovered 
faster after the announcement 
of a ceasefire. Otherwise, the 
sell-off was more or less across 
the board. Our approach is on 
individual-stock basis, but 
overall, one has seen a some-
what steeper price correction 
especially in the small- and 
mid-cap space. That was also a 
space which was more over-
heated about two years ago. 
So, things are coming back to 
normal levels gradually. Cur-
rently, the bulk of the invest-
ments would be in large caps, 
which is also the nature of the 
market or the nature of the 
profit pool—the top 100 com-
panies typically account for 
65-75% of the overall profit 
pool in the country.

For an extended version of 
this story, go to livemint.com.

‘Ignore war headlines, focus on fundamentals for long-term wealth’

Our focus is on 
management 

quality, earnings, 
balance sheet, 
pricing power 
and valuations
Rajeev Thakkar
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tive and investors should evaluate it 
over a three-to-five-year horizon.

Bhavesh Jain, co-head of factor 
investing at Edelweiss Mutual Fund 
explained that performance in the 
hybrid category has varied because 
each fund follows a different strat-
egy. He said the Altiva Hybrid long-
short fund has shown only a minor 
decline in performance during Janu-
ary-March, as its positioning as an 
arbitrage-plus fund and a disciplined 
approach to avoiding equity chasing 
have given it the flexibility to cut 
down equity exposure.

Jain clarified that the fund's deriva-
tives exposure has been 14-15%, and 
that special situations such as initial 
public offerings and demergers have 
also contributed to alpha generation.

Unlike traditional open-ended 
mutual funds, where you can invest 
or redeem on any business day at the 
applicable net asset value (NAV), the 
hybrid strategies under the SIF 
framework operate in an interval 

SIFs hold up better during drawdowns
Early comparisons suggest specialized investment funds (SIFs) may cushion drawdowns 
better than some mutual funds but may lag in strong bull markets.

Net AUM represents the total market value of assets managed 
by funds, including in�ows, out�ows, and changes in asset 
prices at a given point in time.
Data source: Value Research, Am�, NSE

3-month category return
(in %)

SIF and MF category/
benchmark index 

Returns calculated for the three-month period from 1 January to 31 March across seven SIFs launched until December.
Note: SIFs are relatively new products, making it di�cult to draw �rm conclusions about performance. 
The graphic captures early trends in a volatile market phase.
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SIF assets gather momentum

Net AUM
(in � crore)

Assets under management (AUM) across SIFs

Number of
schemes

 (cumulative)
Number
of folios

2,010 10,212Oct 2025 4

2,932 14,712Nov 2025 5

4,892 20,779Dec 2025 7

6,564 24,372Jan 2026 8

39,851Feb 2026 119,711

How SIFs di�er from mutual funds

SIFs Mutual funds

Limited track record;   
Established track many strategies based  
record on back-tested models

Limited liquidity in 
High liquiditysome structures

Potential downside Stronger performance
protection in bull markets

Minimum investment  Minimum investment
₹10 lakh as low as ₹100–500

Greater portfolio  Simpler structure   
�exibility and higher transparency

Long-short strategies  
Long-only investingallowed
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