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If youre looking to build wealth in the long term, equity
mutual funds may be a suitable option to consider. As part of
your mutual fund portfolio, you may also explore small cap
funds, which offer exposure to companies in the early stages
of  their  business  cycle.  These  funds  typically  come  with
higher volatility but may also present opportunities over a
longer investment horizon.
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NFO ending soon: Bajaj Finserv Small Cap Fund

The Bajaj Finserv Small Cap Fund is an open ended equity
scheme that predominantly invests in small cap stocks. It is
designed  to  explore  businesses  with  growth  potential  and
evolving fundamentals.

Here  are  five  considerations  that  may  be  relevant  when
evaluating  this  NFO  as  part  of  a  diversified  investment
approach.

1. Opportunity to invest in early-stage businesses

Small cap companies are typically younger firms that are still
expanding their market reach, product lines, or operational
efficiency. These businesses may not yet be widely tracked by
analysts,  which  may  create  opportunities  for  skilled  fund
managers  to  identify  companies  at  relatively  better
valuations.

The Bajaj Finserv Small Cap Fund NFO aims to invest in such
early-stage  companies  with  sound  fundamentals,  giving
investors potential exposure to businesses before they scale
up.  Of  course,  this  also  comes  with  the  possibility  of
volatility, which makes a longer investment horizon relevant.

2. Diversified stock selection across sectors

Small  cap  companies  span  a  wide  range  of  industries  from
manufacturing and engineering to digital services, logistics,
and  consumer  products.  This  provides  an  opportunity  to
diversify across emerging sectors that may be underrepresented
in large or mid cap portfolios.

The  Bajaj  Finserv  Small  Cap  Fund  NFO  seeks  to  build  a
diversified  portfolio  of  small  cap  stocks,  potentially
reducing  concentration  risk  and  offering  a  broad-based
exposure to high-growth themes. Sector allocation and stock
selection may evolve over time based on market trends and
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valuation dynamics.

3. Focus on quality and governance

One of the key concerns with small cap investing is business
sustainability and transparency. The fund’s stated philosophy
places emphasis on selecting companies with good governance
practices, aligned promoter interests, and scalable business
models.

While  past  performance  of  underlying  businesses  is  not  a
guarantee of future outcomes, a focus on these filters may
help in building a potentially robust portfolio under the
Bajaj Finserv Small Cap Fund NFO. Investors shall understand
the fund’s investment approach and process before making any
decision.

4. Active management in a less researched space

The small cap universe is relatively under-researched compared
to  large  cap  stocks.  This  may  create  opportunities  for
experienced  fund  managers  to  find  mispriced  or  overlooked
companies based on bottom-up research.

By participating in the Bajaj Finserv Small Cap Fund NFO,
investors gain access to an actively managed strategy where
professional expertise is applied to uncover value in this
segment. This approach may work better for investors who do
not have the time or tools to analyse individual small cap
stocks on their own.

5. Suitable for long-term investors with higher risk tolerance

Small cap funds may not suit every investor. Due to their
volatility,  they  may  witness  sharper  fluctuations  during
market cycles. However, for investors with a long-term outlook
and the ability to stay invested through ups and downs, they
may potentially complement a diversified equity portfolio.

The Bajaj Finserv Small Cap Fund NFO may be considered by



those who are comfortable with short-term market movement and
are looking to tap into the potential of emerging companies
over the long run.

Considering it as part of your broader mutual fund strategy

Pairing the Bajaj Finserv Small Cap Fund NFO with large cap or
hybrid funds may help manage overall volatility and may suit a
variety of goals and risk profiles.

Investors  using  SIPs  may  potentially  navigate  market
volatility through staggered investments. It is also advisable
to use an SIP calculator to make a well-informed investing
decision. The choice to invest should be guided by your goals,
risk appetite, and investment horizon.

Conclusion

The Bajaj Finserv Small Cap Fund NFO may be suitable for
investors seeking long-term exposure to high-growth potential
businesses. With its focus on identifying quality small cap
companies, active management, and diversified approach, the
fund may potentially find a place in a diversified constructed
portfolio. However, like all equity investments, it carries
market-linked risks.

If youre considering adding a small cap fund to your mix, it
may be worthwhile to evaluate whether this NFO aligns with
your financial objectives and risk comfort. As with all mutual
fund  decisions,  consulting  with  a  financial  advisor  is
recommended before investing.

Mutual Fund investments are subject to market risks, read all
scheme related documents carefully.
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