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Key Takeaways for Mutual Funds from Union Budget

Change

Impact on Mutual Funds
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Explanation Positive/Negative

Disallowance of interest deduction on
dividend or mutual fund unit income
(effective AY 2027-28)

STT hike on F&O (futures: 0.02% to
0.05%; options: 0.1% to 0.15%)

SGB tax exemption limited to primary
RBI purchases (from Apr 1, 2026)

Reduces post-tax returns for income-focused
investors

Lowers returns for arbitrage, equity savings,
and hybrid funds

Potential inflows to gold ETFs/FoFs

Previously, up to 20% deduction was allowed for
interest costs on borrowings for such income; now
fully disallowed, increasing tax liability on dividends
and IDCW schemes.

Negative

These funds rely on derivative trades for low-risk
returns; higher costs erode net yields by 0.20-0.40% Negative
annually, reducing appeal vs. fixed deposits.

Secondary market SGB redemptions lose maturity
tax exemption, prompting shifts to gold mutual Positive
funds for easier liquidity and exposure.

* Budget largely neutral-to-negative for Mutual Funds: No major tax incentives or structural benefits introduced to boost MF inflows or investor

participation.

* Key MF expectations unmet: No increase in equity LTCG exemption limit, no tax parity for debt funds, and no ELSS—ULIP parity despite industry

representations.

e STT hike indirectly hurts multiple MF categories: Higher derivative transaction costs compress returns for arbitrage, equity savings, and hybrid

funds through higher TERs.

* SGB tax rule change offers limited upside: Restricting tax exemption to primary RBI purchases may divert incremental flows toward Gold ETFs

and FoFs.

* Overall impact tilted negative: Marginal positives from gold funds are outweighed by higher costs and absence of investor-friendly tax reforms.



ALIGNING THE DRIVERS, THE STRATEGY AND THE INVESTMENTS

TRADE , EARNINGS, GEOPOLITICS IN FOCUS

e Union Budget 2026-27:
The Budget sets a fiscal deficit target of 4.3%

and focuses on three key priorities (Kartavya):

boosting infrastructure-led growth,
strengthening domestic manufacturing and
MSMEs, and implementing structural reforms
for long-term economic stability

¢ India—-EU FTA:

The India—EU Free Trade Agreement has been
concluded, covering nearly 90% of goods
traded, with phased tariff elimination
expected to significantly boost bilateral trade
and exports over the next few years

¢ US—India Tariff Reduction:

The Trump administration has reduced tariffs
on Indian goods from 50% to 18%, primarily
by removing punitive duties linked to India's
Russian oil purchases

Q3FY26 Results Season less than exciting :
Overall Q3 FY26 results show moderate
revenue growth with mixed profitability
across sectors

EQUITY INVESTMENT STRATEGY

Although the global trade outlook looks bleak,
as of now, domestic fundamentals remain
robust and we see no reason to alter our
investment strategy.

Our Investment Strategy :

* Invest in companies exhibiting resilience in
earnings growth

* Adopt a GARP/GARV oriented strategy

* Maintain low weightage on capex oriented
investments and higher on consumption

M-Cap focus:

* Mid and Small Caps have recovered faster
and higher from the lows, as compared to
Large Caps, but we would advice investors
to keep equitable allocation across market
caps. So we would direct fresh
investments as per asset allocation
strategy.

Deployment Strategy :

* Investin 3 tranches — (i) 1/3 now, (ii) 1/3 in
any further fall and (iii) 1/3 during the
recovery, once the bottom is done
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OUR APPROACH TO MFs

Large Cap Funds:

Low risk portfolios should focus on
Large Cap Index Funds & ETFs

We maintain our focus on alpha
generating bluechip funds and core
large cap funds with high Risk Adjusted
Returns

Flexi Cap and Multicap Funds :

We suggest allocations in this category be
made more into Flexi Cap funds for the
current year

Mid and Small Cap Funds :

In FY26, deployment into both Mid Cap
and Small Cap MFs for the long term
can be made according to individual
asset allocation plans, as valuations
having corrected significantly.



Comparison of Select Large Cap Schemes

3 Year
CAGR

Reco From

Category Date Reco dt.

ICICI Pru Large Cap Fund Large Cap Fund 78,502 Apr-24 8.57 10.35 17.86
HDFC Nifty 50 Index Fund Index Fund 22,718 Apr-24 7.97 9.80

Nippon India Large Cap Fund Large Cap Fund 50,876 Apr-24 8.78

UTI Nifty Next 50 Index Fund Index Fund 6,070 Apr-24

3 Year
CAGR

Index Name Category 1 year

NIFTY NEXT 50 - TRI
NIFTY 100 - TRI
NIFTY 50 - TRI

Large Cap ldx

Large Cap ldx

CENTRUM

GALAXC

5 Year Large Mid
CAGR

P/E () Cap% Cap%

17.46 32.27 84.07 7.18 0.14 8.60
31.65 99.99 0.00 0.00 0.01
37.31 84.47 11.50 3.32 0.72
41.49 84.69 15.33 0.00 -0.02

Large Cap ldx 10.21 15.04

_ 1022 1410 1452 22.00 9997 000  0.00  0.03

5 Year i Small 0

CAGR Cap % Others %
19.40 84.63 15.32 0.00 0.04
14.78 21.60 97.47 2.50 0.00 0.03

Returns Data as on January 31, 2026 , Portfolio Data as on December 31, 2025

Observations on the Large Cap Universe

Large Cap Outlook

Parameter Near Term Long Term
Returns Range — Category 12%- 4% 20%-11%
Returns Range - Top Quartile of the Category 12%-10% 20%-15%
Returns Range — Our Selections 11%-9% 20%-14%

Other Observations

Mid Cap and Small Caps have recovered significantly
from the lows and faster too. So Large Caps at this
point in time are more attractively valued. We
continue with our advice of staying invested with a
large cap tilt

Our recommended active large cap funds continue to outperform the large cap index funds over the
longer time frames.




Comparison of Select Flexi and Multi Cap Schemes

AUM
(INR cr)

From
Reco dt.

Reco

Category Date

Scheme Name
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Small Others

5 Years Cap% %

3 Years

Bandhan Large & Mid Cap Fund Large&Mid Fund 13,636 Mar-25 18.56 11.47 2126 36.86 37.18 36.09 22.83 3.90
HDFC Focused Fund Focused Fund 26,537 Mar-25 15.90 1220 21.42 24,00 28.04 67.43 568 11.58 13.56
HDFC Large and Mid Cap Fund Large&Mid Fund 28,980 Mar-25 17.26 9.19 20.19 21.01 3738 46.75 36.51 1541 0.98
ICICI Pru Focused Equity Fund Focused Fund 14,569 Mar-25 43.07 75.56 21.41 0.00 3.03
JM Flexicap Fund Flexi Cap Fund 5,463 Mar-25 3549 5494 20.31 21.52 3.23
Nippon India Multi Cap Fund Multi Cap Fund 50,352 Mar-25 44,51 43.83 27.86 27.28 1.03
Parag Parikh Flexi Cap Fund Flexi Cap Fund 1,33,309 Mar-25 22.76  61.47 2.49 2.73  20.88

Small Others
Index Name Category 3 Years Can% %
NIFTY 50 - TRI Large Cap ldx 10.22 14.10 1452 22.00 99.97 0.00 0.00 0.03
NIFTY 500 - TRI Multicap Idx 9.44] 1692 1652 2350 70.53 18.96 10.20  0.32
Nifty500 Multicap 50:25:25 - TR Multicap ldx 8.35 19.01 24.80 50.61 24.47 24.03 0.88
Returns Data as on January 31, 2026, Portfolio Data as on December 31, 2025
. . . . *Parag Parikh Flexi Cap Fund h ity of 11.16%
Observations on the Flexi Cap and Multicap Universe arag parlkh Flext Cap Fund has overseas equity of
Parameter Near Term Long Term Flexi Cap & Multicap Outlook
Returns Range — Category 17%- (6%) 24%-8% In keeping with our stand on the Large Cap space, we

Returns Range - Top Quartile of the Category 17%-10%

24%-19%

suggest investing in funds with higher exposure to

Returns Range — Our Selections 16%-(2%)

24%-19%

Large Cap stocks

Other Observations

We recommend investing first into Focused Funds, as

We find Focused funds have delivered better results as compared to the Flexi and Multi Cap Funds

they have a higher exposure to Large Caps as
compared to the Flexi and Multi Cap Funds.
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Large Mid Small Others
Cap% Cap% Cap% %

Comparison of Select Mid Cap Schemes

AUM

(INR cr) lyear 3Years 5Years P/E(x)

Scheme Name Category

HDFC Mid Cap Fund Mid Cap Fund 92,642 Apr-24 40.92 8.55 63.77 20.58 7.09
Motilal Oswal Midcap Fund Mid Cap Fund 36,880 Apr-24 8.52 50.40 17.03 66.57 0.00 16.40
Nippon India Growth Mid Cap Fund Mid Cap Fund 42,124 Apr-24 13.88 11.58 25.42 24.06 47.46 18.00 69.92 9.84 2.24
Index Name Category 1year 3Years 5Years P/E(x) Large ulls Tkl el
Cap% Cap% Cap% %
NIFTY 50 - TRI Large Cap ldx 10.22 14.10 14.52 22.00 99.97 0.00 0.00 0.03
Nifty Midcap 150 - TRI Mid Cap Idx 10.79 2415 2307 3180 7.79 8598 623  0.00

Returns Data as on January 31, 2026, Portfolio Data as on December 31, 2025

Observations on the Mid Cap Universe

Parameter Near Term Long Term Mid Cap Outlook

Returns Range — Category 17%- (8%) 26%-15% We recommend long term allocation to Mid Caps must be
Returns Range - Top Quartile of the Category 17%-12% 26%-22% maintained

Returns Range — Our Selections 14%-(3%) 26%-24%

Other Observations
During FY26 YTD, out of 33 Mid Cap Funds listed, only 7 funds each delivered a return above its
benchmark Nifty Midcap.
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Reco From Large Mid Small Others
1  (  ( P/E
Date Reco dt. VRl ENGERS NS [ER Cap% Cap% Cap%n %

Scheme Name Category

Edelweiss Small Cap Fund Small Cap Fund 5,459 Mar-25 19.85 22.88 47.15 0.00 24.97 68.98 6.04
Nippon India Small Cap Fund Small Cap Fund 68,287 Mar-25 14.18 45.61 1430 10.76 68.07 6.86
Tata Small Cap Fund Small Cap Fund 11,324 Mar-25 3.11 47.74 0.00 8.00 82.13 9.79

Small Others

Index Name Category lyear 3Years 5 Years Cap% %

NIFTY 50 - TRI Large Cap Idx 10.22 1410 1452 2200 99.97 0.00 0.0  0.03
Nifty Smallcap 250 - TRI Small Cap Idx 1720 2116 2164 2710 000 7.0 90.06  2.83

Returns Data as on January 31, 2026, Portfolio Data as on December 31, 2025

View on the Small Cap Universe

Parameter Near Term Long Term Small Cap Outlook

Returns Range — Category 9%-(7%) 27%-18% We recommend long term allocation to Small Caps must
Returns Range - Top Quartile of the Category 9%-6% 27%-23% be maintained

Returns Range — Our Selections 4%-(6%) 26%-22%

Other Observations
During FY26 YTD, out of 34 Small Cap Funds listed, only 21 funds each delivered a return above its

benchmark Nifty Smallcap.
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All returns percentages and risk ratios referred to in this material are based on publicly available information. They are in no way an indication of future returns and risk outcomes which
may vary substantially. Centrum Finverse Limited is licensed Research Analyst. Centrum Finverse Limited is registered with AMFI as a Mutual Fund Distributor (MFD) and receives
commissions from the AMCs.

In the preparation of the material contained in this document, Centrum Finverse Limited has used information that is publicly available, including information developed in-house. Some of the
material used in the document may have been obtained from members/persons other than the Centrum Finverse Limited and which may have been made available to Centrum Finverse Limited.
Information gathered & material used in this document is believed to be from reliable sources. Centrum Finverse Limited however does not warrant the accuracy, reasonableness and/or
completeness of any information. For data reference to any third party in this material no such party will assume any liability for the same. Centrum Finverse Limited does not in any way through
this material solicit any offer for purchase, sale or any financial transaction/ mutual funds/products of any financial instrument dealt in this material. All recipients of this material should before
dealing and or transacting in any of the products referred to in this material make their own investigation, seek appropriate professional advice.

Centrum finverse Limited and any of its officers directors, personnel and employees, shall not liable for any loss, damage of any nature, including but not limited to direct, indirect, punitive,
special, exemplary, consequential, as also any loss of profit in any way arising from the use of this material in any manner. The recipient alone shall be fully responsible/ are liable for any
decision taken on the basis of this material. All recipients of this material should before dealing and/or transacting in any of the products referred to in this material make their own
investigation, seek appropriate professional advice. The investments discussed in this material may not be suitable for all investors. Any person subscribing to or investigating in any
product/financial instruments should do so on the basis of and after verifying the terms attached to such product/financial instrument.

Financial products and instruments are subject to market risks and yields may fluctuate depending on various factors affecting capital/debt markets. Please note that past performance of the
financial products and instruments does not necessarily indicate the future prospects and performance thereof. Such past performance may or may not be sustained in future.

Centrum Finverse Limited or its officers, directors, personnel and employees, including persons involved in the preparation or issuance of this material may; (a) from time to time, have
investments in, long or short positions in, and buy or sell the securities mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation in the financial instruments/products/commodities discussed herein or act as advisor or lender / borrower in respect of such securities/financial
instruments/products/commodities or have other potential conflict of interest with respect to any of the financial products including schemes of mutual funds discussed herein and related
information and opinions. The said persons may have acted upon and/or in a manner contradictory with the information contained here.

No part of this material may be duplicated in whole or in part in any form and or redistributed without the prior written consent of Centrum Finverse Limited. This material is strictly confidential
to the recipient and should not be reproduced or disseminated to anyone else. Mutual fund investments are subject to market risk please read the offer document carefully before investing

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. “Investment in securities
market are subject to market risks. Read all the related documents carefully before investing.”
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