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Large tomorrow. 
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Small and Mid caps have the potential to outperform Large caps

Small and Mid caps outperformed large caps 51% and 93% of the times,
respectively, on a 5-year rolling basis

PGIM India Phoenix Portfolio

Why Invest in Small and Mid Caps ?

Some themes have better representation in Small/Mid Cap space

5 Years Rolling Returns Analysis  Midcap Smallcap

 Number of Observations 2329 2329

 % of Observations beating 
Large Cap returns 93.40% 51.00%

 Maximum outperformance 11.40% 11.40%

 Maximum underperformance -2.00% -7.40%

Midcap Outperformance Smallcap Outperformance

5 years Rolling Return - Midcap and Smallcap 
performance relative to Largecaps (%)
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Data representation is for Feb 2014 to Feb 2023 period Source: MFIE.

The above chart is for understanding purpose only. Past performance may or may not sustain in the future. Mid caps are represented by Nifty Midcap 150 TRI, Small caps by Nifty Smallcap 250 TRI and Large caps 
by Nifty 50 TRI

Software Product Development Companies
India is seeing emergence of IT product companies offering 
distinguished products and services from their larger counterparts

Discretionary Retail
This segment is a beneficiary of rising per capita GDP and higher 
discretionary spends. Many sub segments find no representation in 
large caps like footwear, clothing brands, food and retail chain, etc.

Hospitality
Increasing incomes will lead to people travelling more and 
holidaying. The need for hotel rooms & airlines will grow manifold

Real Estate
Housing will be a long-term story in India. Post RERA, the 
transparency has gone up and overtime the competition will come 
down.
 
Home Building
As a corollary to the real estate sector, as the sector takes off, there 
will be a good demand of tiles, sanitary ware, plywood etc. There is 
very little representation of large caps in the segment.

Chemicals
The sector is seeing a lot of vibrancy in terms of growth and 
profitability as China clamps down on pollution. Lots of business is 
flowing to India

Not all Small and Mid Caps
are new businesses

Matured Businesses
New opportunities due
to structural changes



Investment Process : Quality Filters

Investment Process : Multi-Stage Filters
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PGIM India Phoenix Portfolio - Proposition
Focus on buying businesses that are close to the inflection in their lifecycle either due to cyclical or structural reasons.

Concentrated portfolio of Small and Mid Cap companies.

Low overlap with the mainstream products.

Long term holdings with low churn. 

20-25 
companies 
in portfolio

Universe of 
350-380 
companies

6000 Listed 
Companies

– Research to 
determine growth 
prospects and 
management 
quality

– Price filters and 
industry exposure 
filters to construct 
the portfolio

Quality filters

1 3 42

Average  ROE 
> 8% for last 

10 years

Market Cap 
between Rs. 

750 to 30,000 
Crores

Positive 
Operating 

Cash Flow for 
at least 6 out 
of 10 years

Note: Minimum 75% of the portfolio at all times follows the above-mentioned process. The fund manager may exercise discretion up to 25% of the portfolio for including financial 
companies, high conviction ideas or companies which meet most of the above criteria but fail on a single parameter.

The portfolio manager looks for:

– The ability of the company to grow its sales and profits over the next 3-5 years

– The ability of the company to do this without consistently resorting to additional external funding

– The track record of the management in capital allocation

Portfolio Sell Discipline

When the fundamental
thesis for buying a

stock changes

When the valuation
is unable to explain the

stock’s price

When for the same
perceived level of risk, we
spot a superior opportunity

When there is a
redemption request
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Approach to identifying opportunities in mature businesses

Structural/cyclical 
opportunities

Entry into new 
geographic markets

M&A,
 change in 

management, 
technology

Cost Reduction

Improvement in their 
R&D or product 

development

Change of business 
cycle

Approach to identifying opportunities in structural growth areas

Study the trends of the 
similar businesses in 
developed economies

Keep track of 
changing government 

regulations related 
to the sector

Ensuring that the local 
factors are supportive 
of the structural trend

Asses the size of the 
market opportunity

Structural Growth 
Opportunities
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Surjitt Singh Arora is Portfolio Manager – Portfolio Management Services at PGIM India Asset 
Management Private Limited. He is the Portfolio Manager for PGIM India Phoenix Portfolio and 
PGIM India Core Equity Portfolio. 

Surjitt Singh Arora has more than 18 years of rich work experience in the Equity Markets 
including over 8 years in the asset management industry. In his last stint, Surjitt was Head - 
PMS and Head - Principal Officer with Tata Asset Management. Prior to that he was with Tata 
Mutual Fund as Equity Research Analyst. 

Surjitt holds a Bachelor’s degree in Management Studies from Sydenham College, Mumbai and a 
Master’s degree in Management Studies from Sydenham Institute of Management and Research 
(SIMSREE), Mumbai.

Surjitt Singh Arora
Portfolio Manager

Investment Approach

About the Portfolio Manager

Portfolio Name PGIM India Phoenix 

Investment objective The objective of the portfolio is to generate capital appreciation over the long term by investing in quality Small 
and Mid Cap Indian companies.

Types of Securities All funds would be predominantly invested in listed equity and equity related securities.

Basis of Selection The central theme of the product is that the Portfolio Manager would choose stocks of companies that, in his 
assessment, are close to an inflection point in their lifecycle either due to a cyclical or structural changes. The 
Phoenix Portfolio, as the name suggests, would concentrate on companies whose financial and operational 
performance (profit margins, market share etc.) at the time of investment would be below the long-term average 
performance displayed by the company.

Asset Allocation  At least 75% of the portfolio would be invested in the shares of Small and Mid Cap companies. Pending 
deployment of funds of the Portfolio in securities in terms of the investment objective, the funds of the Portfolio 
may be parked in short term deposits of scheduled commercial banks or in the liquid and debt schemes of PGIM 
India Mutual Fund.

Investment Horizon Markets usually take time to spot value, hence it is advisable for investors to be invested for at least 3 years.

Risk associated Please refer to Disclosure document at www.pgimindiapms.com

Benchmark Index Nifty 50 TRI



Disclaimers and risk factors: PGIM India Asset Management Private Limited is registered with SEBI (Portfolio Managers) Regulations, 1993 [as repealed and superseded by SEBI 
(Portfolio Managers) Regulations, 2020]. This Document is for information purpose only. This Document and the Information do not constitute a distribution, an endorsement, an 
investment advice, an offer to buy or sell or the solicitation of an offer to buy or sell any securities/ schemes or any other financial products/investment products (collectively "Products") 
mentioned in this Document or an attempt to influence the opinion or behavior of the Investors/Recipients. Any use of the information contained herein for investment related decisions 
by the Investors/ Recipients is at their sole discretion & risk. Please read the Disclosure Document and the agreement along with the related documents carefully before investing. 
Investments in Products are subject to market risks, various micro and macro factors and forces affecting the capital markets and include price fluctuation risks. There is no assurance 
or guarantee/ warranty that the objectives of any of the Products will be achieved. The investments may not be suited to all categories of Investors/ Recipients. Investors/ Recipients 
must make their own investment decisions based on their own specific investment objectives, their financial position and using such independent professional advisors, as they believe 
necessary, before investing in such Products. The Client can avail the Portfolio Management Services directly from the Portfolio Manager without any recourse to distributors.

©2023 Prudential Financial, Inc. (PFI) and its related entities. PGIM, the PGIM logo, and the Rock symbol are service marks of Prudential Financial, Inc., and its related entities, 
registered in many jurisdictions worldwide.

This document is strictly confidential and meant for private & restricted circulation only and should not at any point of time be construed to be an invitation for subscribing to PGIM India 
Core Equity Portfolio. The document is solely for the understanding of intended recipient and if you are not the intended recipient, you are hereby notified that any use, distribution, 
reproduction or any action taken or omitted to be taken in reliance upon the same is prohibited and may be unlawful.

This document is dated April 28, 2023.

www.pgimindiapms.com           022 6159 3131           care@pgimindia.co.in


