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SANJAY KUMAR SINGH 
 

Smart-beta (also known as 
factor-based) funds are 
gaining traction. New 

fund offers of five such funds are 
on at present while offer doc-
uments of another three are 
awaiting the regulator’s 
approval. The existing funds in 
this space have garnered assets 
under management of around 
~5,000 crore. 
 
What is a smart-beta fund? 
In a market cap-based index 
fund, stocks are selected and 
weights are assigned to  
them based on their free float 
market cap. 

In a smart-beta index, stocks 
are selected on the basis of a fac-
tor. “Whenever in an index, 
stocks are selected on the basis 
of certain objective, quantitative 
criteria, rather than on the basis 
of market cap or any other sub-
jective parameter, such an index 
is called smart beta. The aim of 
these indexes is to deliver either 
higher returns or lower risks, or 
both, by creating different 
weightages of stocks and sectors 
than you would have in a  
market cap-based index,” says 
Anil Ghelani, head of passive 
investments at DSP Investment 
Managers. 

 
Rule-based investing    
Successive S&P Indices Versus 
Active Funds (SPIVA) reports 
have demonstrated the inability 
of active fund managers to out-
perform their benchmarks, 
especially in the large-cap 
space. Increasingly, investors 
and advisors are preferring pas-
sive strategies in this space. 

By investing in a market cap-
based index, the investor earns 
market-equivalent returns. 
“Back-tested data show that 
smart-beta strategies can offer 

better risk-adjusted returns than 
market cap-based indexes and 
active funds,” says Rohit 
Karkera, co-founder and head-
investments, Cervin Family 
Office and Advisors. 

According to Chintan Haria, 
head-product development and 
strategy, ICICI Prudential 
Mutual Fund, “Investors can get 
the benefit of a particular factor 
(or combination of factors) 
doing well in a particular market 
cycle and end up earning higher 
returns.” 

In 2021-22, for instance, value 
stocks outperformed growth. If 
an investor had a smart-beta 
fund based on value in his port-

folio, it would have provided a 
kicker to his returns. Similarly, 
quality did exceedingly well 
between 2017 and 2020. In those 
years, investors with exposure to 
a fund based on quality would 
have benefited. 

These are rule-based 
indexes. “Human bias, subjec-
tivity and judgement are com-
pletely eliminated from the pro-
cess of portfolio construction in 
these funds,” says Ghelani. 

Adds Deepesh Raghaw, 
founder, PersonalFinancePlan, 
a Securities and Exchange 
Board of India-registered invest-
ment advisor: “A rule-based 
stock selection process also 

eliminates the risk of style drift.” 
 

Limited live data       
Since smart-beta funds have 
been around for only a few 
years, limited data on their per-
formance under live market 
conditions is available. Investors 
have to rely on back-tested data 
to decide whether to invest in a 
particular index. 

“There is no guarantee that 
a style that has done well in the 
past in back testing will con-
tinue to perform in the future 
because market conditions 
change. Also, when a fund fol-
lowing a particular strategy does 
well and receives a lot of money, 
that, too, affects performance,” 
says Raghaw. 

If there is negative news 
about a stock, a fund manager 
can eliminate that stock from an 
active fund’s portfolio. Such 
intervention is not possible in 
these passive funds.  

Many smart-beta funds are 
being launched as exchange-
traded funds (ETFs). Those with 
a small corpus may have limited 
liquidity on the exchanges. “An 
investor who wants to purchase 
a large number of units of such 
a fund could face higher impact 
cost,” says Karkera. This issue 
can be circumvented by opting 
for the index fund or fund-of-
fund route. 

 
Strategic or tactical bet? 
Several strategies are available: 
quality, value, low volatility, 
momentum, and so on. 
Investors must take into 
account their own risk appetite 
while selecting one of them. 

Investors also need to decide 
whether to opt for a single-fac-
tor fund or a multi-factor fund. 

According to Karkera, a sin-
gle-factor based fund may be 
better suited for tactical invest-
ing. “When the markets have 
peaked, the investor may avoid 
a momentum-based strategy. In 
such overheated conditions, he 
may be better off in a value-

based index. To execute this, 
the investor must be adept at 
understanding market con-
ditions or take an advisor’s 
help,” he says. 

According to him, multi-fac-
tor-based funds, especially 
those that combine opposite 
traits, are better suited for long-
term, strategic bets. 

“Based on our back testing 
of historical data, we have seen 
that multi-factor-based indexes 
complement market cap-based 
indexes well and the combina-
tion is able to generate superior 
risk-adjusted returns,” adds 
Karkera. 

 
Develop conviction 
Historical data show that some 
single factor-based indexes (say, 
momentum) have beaten their 
market cap-based peers over 
long periods of, say, 10 years. 

To invest in a single-factor 
fund, however, an investor 
must be highly convinced about 
his chosen factor. “No style of 
investing works all the time. 
Single-factor funds, in particu-
lar, will witness periods of 
underperformance. Only an 
investor who has high convic-
tion in a particular style of 
investing is likely to stick to the 
fund during such periods,” says 
Raghaw. 

Build the core of your port-
folio with market cap-based 
funds. This is the conservative 
part of your portfolio where you 
should take less risk and be sat-
isfied with market-equivalent 
returns. The satellite portfolio 
is where you should have funds 
that can potentially fetch you 
alpha. Smart-beta funds can be 
included in this portion. 

Novice investors should 
begin their investment journey 
with market cap-based funds. 
More evolved ones, who have 
developed conviction about a 
particular strategy, may opt for 
a factor-based fund.  

Enter them with at least a 
seven-year horizon.

Smart-beta funds promise high 
returns but demand conviction

Consider the following hypothetical exam-
ple. A well-known blogger writes about how 
he managed to purchase an original Omega 
watch for ~1 lakh against the market price 
of ~5 lakh. Many people are influenced by 
this blog post to buy their Omega watches 
from the same establishment.  
These watches are ultimately proven to be 
duplicates. 

There is an outcry for tak-
ing criminal action against the 
blogger for his misleading post. 
Investigation reveals that the 
establishment had provided an 
original Omega watch to the 
blogger at ~1 lakh on the con-
dition that he write about it. 
Effectively, the establishment 
had given the blogger a gift of 
~4 lakh knowing fully well that 
many people would be 
influenced by him. The establishment 
could then palm off its counterfeit watches 
to such people. The blogger successfully 
argues that no criminal action can be taken 
against him as he had only shared his  
personal experience without asking  
anybody to buy from that establishment. 

There is then a clamour for regulating 
such bloggers, so they stop misleading 
people. The concerned ministry creates 
rules for the registration of bloggers who 
write about good deals available in the mar-
ket. As a result, many websites and bloggers 
who are doing great work in this area of pro-
viding information on good deals for con-
sumers now need to register and comply 
with the new regulations. Their compliance 
cost goes up. Many of the smaller ones wind 
up their businesses. As a result, many con-
sumers are deprived of information about 
good deals these players provided. 
Meanwhile, the original blogger who was 

the cause of these regulations shifts over-
seas and continues to remain unregulated. 

I thought up this hypothetical example 
as I read many articles calling for more reg-
ulations on the so called finfluencers (finan-
cial influencers) in the wake of losses 
caused on account of closure of the crypto 
exchange Vauld. The Indian regulators have 
issued several public warnings to Indian 
investors about the risks and dangers of 
investing in unregulated crypto currency 
markets. These warnings were ignored 
amid the craze caused by rising prices of 
cryptocurrencies last year. Some investors 
were drawn into making such investments 
by their own greed and influenced by some 
finfluencers. Hence the question: Should 
regulations be made to regulate  
finfluencers? 

At the risk of oversimplifying a complex 
subject, let me try and outline the principles 
that should govern decisions in this regard. 
A well-regulated market is good for any 
business or profession as it imparts confi-

dence to consumers and 
leads to orderly develop-
ment of markets for that 
product or service. But 
regulations can also create 
a false sense of security 
among consumers and 
lead them to take exces-
sive risks. (Read my article 
on the fence paradox 
dated June 20, 2019 in 
Business Standard). Just 

imagine the consequences if these crypto 
exchanges had enjoyed the respectability 
of being regulated by an Indian regulator. 

Overregulation increases costs and 
drives smaller players out of the market. 
And in this technology-led world, it also 
leads to some players shifting to low or zero-
regulation markets. 

So, regulation cannot be the sole answer 
to such issues. There also needs to be a con-
certed effort to educate the consumer so 
that she is better informed about the risks 
and rewards of what she is doing.  

But in the end, there also needs to be a 
recognition that no regulation can protect 
a person against the consequences of her 
own greed and the abandonment of com-
mon sense. 

The writer heads Fee-Only Investment Advisors 
LLP, a Sebi-registered investment advisor; 
Twitter: @harshroongta

TRUTH BE TOLD 
HARSH ROONGTA

Regulation is inadequate 
protection against greed

Since they haven’t been around for long, you  
will have to rely on back-tested data to select one
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Overregulation 
increases costs and 
drives smaller players 
out of the market. It 
also leads to some 
players shifting to 
low or zero-
regulation markets

SMART-BETA FUNDS AND ETFs VS SENSEX 
                                                                                         Returns (%)  
Fund/ETF                                      1-month        3-month    6-month   12-month  

UTI Nifty200 Momentum 30                12.71               -2.32          -8.16             -3.11 
Index Fund                                                     

DSP Nifty Midcap 150 Quality              10.87                 3.85           -2.32                  - 
50 ETF                                                               

SBI Nifty 200 Quality 30 ETF                 10.06                5.66                  2              7.57 

ICICI Prudential Nifty Alpha                   9.15                2.98          -2.04             2.34 
Low Volatility 30 ETF                                       

Nippon India Nifty 50 Value 20           8.96                   3.3          -0.92            8.54 
Index Fund                                                     

Motilal Oswal S&P BSE Low                    7.9                 8.19                  -                  - 
Volatility ETF                                                    

S&P BSE Sensex                                     9.89                4.82         -0.44               7.15 

Growth, direct option of index funds chosen                           Source: Morningstar AWS 
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At the risk of oversimplifying a complex 
subject, let me try and outline the principles 
that should govern decisions in this regard. 
A well-regulated market is good for any 
business or profession as it imparts confi-

dence to consumers and 
leads to orderly develop-
ment of markets for that 
product or service. But 
regulations can also create 
a false sense of security 
among consumers and 
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The writer heads Fee-Only Investment Advisors 
LLP, a Sebi-registered investment advisor; 
Twitter: @harshroongta
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players shifting to 
low or zero-
regulation markets
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30 petve, 2022 keÀes meceeHle efleceener kesÀ efueS SkeÀue Deewj mecesefkeÀle DeuesKeeHejeref#ele efJeÊeer³e HeefjCeece keÀe meej

efìHHeefCe³eeB :

1) GHe³eg&keÌle efJeJejCe mesyeer (met®eerye×lee oeef³elJe SJeb Dev³e ÒekeÀìve DeeJeM³ekeÀleeSb) efJeefve³eceve, 2015 kesÀ efJeefve³ece 33 Deewj 52 kesÀ Debleie&le mìe@keÀ SkeÌme®eWpe kesÀ meeLe ope& efkeÀS ie³es efleceener efJeÊeer³e HeefjCeeceeW kesÀ efJemle=le ÒeeªHe keÀe meej nw~ efleceener efJeÊeer³e HeefjCeeceeW keÀe mebHetCe&
ÒeeªHe kebÀHeveer kesÀ JesyeHespe (http://www.hindustanpetroleum.com/financial) leLee mìe@keÀ SkeÌme®eWpe keÀer JesyemeeFìeW (www.bseindia.com Deewj www.nseindia.com) Hej GHeueyOe nw~

2) efJeiele DeJeefOe kesÀ DeebkeÀæ[s peneb peªjer nes Jeneb Hegveme&cetnye×/ HegveJe&ieeake=Àle efkeÀS ieS nw~

mLeeve : veF& efouueer
efoveebkeÀ : 06 Deiemle, 2022

keÀjes æ[ ceW

Hebpeerke=Àle keÀe³ee&ue³e : 17, peceMesopeer ìeìe jes[, cegbyeF& - 400 020
JesyemeeF&ì : www.hindustanpetroleum.com, F&cesue corphqo@hpcl.in, meerDeeF&Sve veb.: L23201MH1952GOI008858

(cenejlve kebÀHeveer)

yees[& kesÀ DeeosMeevegmeej
efnvogmleeve Hesì^esefue³ece keÀe@HeexjsMeve efueefceìs[

nmlee#eefjle
jpeveerMe veejbie
efveosMekeÀ - efJeÊe

[erDeeF&Sve - 08188549

SkeÀue HeefjCeece mecese fkeÀle HeefjCeece

Òe®eeueveeW mes kegÀue Dee³e 121,448.81 77,585.51 373,896.74 121,496.45 77,633.63 374,126.99
DeJeefOe kesÀ efueS efveJeue ueeYe / (neefve) (keÀj Deewj DeHeJeeefole ceoeW kesÀ HetJe&) (13,581.97) 2,396.85 8,203.70 (11,931.03) 2,654.54 9,143.62
DeJeefOe kesÀ efueS keÀj HetJe& efveJeue ueeYe / (neefve) (DeHeJeeefole ceoeW kesÀ HeM®eele) (13,581.97) 2,396.85 8,203.70 (11,931.03) 2,654.54 9,143.62
DeJeefOe kesÀ efueS keÀj HeM®eele efveJeue ueeYe / (neefve) (DeHeJeeefole ceoeW kesÀ HeM®eele) (10,196.94) 1,795.00 6,382.63 (8,557.12) 2,003.90 7,294.23
DeJeefOe kesÀ efueS kegÀue J³eeHekeÀ Dee³e [DeJeefOe kesÀ efueS Meeefceue ueeYe / (neefve)
(keÀj HeM®eele) Deewj Dev³e J³eeHekeÀ Dee³e (keÀj HeM®eele)] (10,569.36) 1,878.46 6,683.14 (8,999.40) 2,044.94 7,515.59
Deejef#ele (Hetve&cetu³eebkeÀve Deejef#ele íes[keÀj) 37,258.10 39,985.27
ÒeoÊe FefkeÌJeìer Mes³ej Hetbpeer (DebefkeÀle cetu³e 10/- Òel³eskeÀ) 1,418.55 1,418.55 1,418.55 1,418.55 1,418.55 1,418.55
cetue leLee meefcceefuele Òeefle Mes³ej Dee³e ( ) ( 10/- Òel³eskeÀ) (Jeeef<e&keÀerke=Àle veneR) (71.88) 12.60 44.94 (60.32) 14.06 51.36
efveJeue cetu³e 28,186.44 37,107.39 38,677.04 32,483.57 39,168.62 41,404.21
yekeÀe³ee $eÝCe 47,282.52 35,196.11 43,192.91 49,307.28 36,044.61 44,978.73
Hetbpeer $eÝCecegefkeÌle Deejef#ele 105.27 105.27 105.27 106.83 106.83 106.83
ef[yeW®ej $eÝCecegefkeÌle Deejef#ele 625.00 625.00 625.00 757.60 775.43 756.08
$eÝCe FefkeÌJeìer DevegHeele (iegvee) 1.68 0.95 1.12 1.52 0.92 1.09
$eÝCe mesJee J³eeefHle DevegHeele (iegvee) (9.91) 3.86 2.20 (7.83) 4.07 2.36
y³eepe mesJee J³eeefHle DevegHeele (iegvee) (17.09) 5.97 6.04 (14.27) 6.38 6.36

meceeHle efleceenere fJ eJejCe meceeHle Je<e& meceeHle efleceener meceeHle Je<e&
30.06.2022 30.06.2021 31.03.2022 30.06.2022 30.06.2021 31.03.2022
DeuesKeeHejeref#ele DeuesKeeHejeref#ele uesKeeHejeref#ele DeuesKeeHejeref#ele DeuesKeeHejeref#ele uesKeeHejeref#ele

KHADIM INDIA LIMITED

Note: 

Place: Kolkata

Date : August 06, 2022

For and on behalf of the Board of Directors
Siddhartha Roy Burman

Chairman & Managing Director
DIN : 00043715

Extract of Unaudited Standalone and Consolidated Financial Results for the quarter ended 30th June, 2022

Registered Office: 7th Floor, Tower C, DLF IT Park, 08 Major Arterial Road, Block –AF, New Town (Rajarhat)
 Kolkata -700156, West Bengal, India

Website: www.khadims.com
Tel No: +91 33 4009 0501; Fax No: +91 33 4009 0500

e-mail: compliance@khadims.com 
CIN: L19129WB1981PLC034337

The above is an extract of the detailed format of Statement of Unaudited Standalone and Consolidated Financial Results filed with the Stock Exchanges under Regulation 33 of the 
SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015. The detailed financial results and this extract were reviewed by the Audit Committee and approved by the 
Board of Directors at the meeting held on 6th August, 2022. The full format of the Statement of Unaudited Standalone and Consolidated Financial Results are available on the 
Company's website (www.khadims.com) and on the websites of the National Stock Exchange of India Limited (www.nseindia.com) and BSE Limited (www.bseindia.com).

(Rs. in millions)

Sl. 
No. Particulars 3 months

 ended
30th June, 2022

Corresponding
3 months ended
30th June, 2021

1. Total Income from Operations

2. Net Profit/(Loss) for the period (before Tax, 
Exceptional and/or Extraordinary items)

3.

4.

5.

6. Equity Share Capital

1. Basic  (Rs.)
2. Diluted  (Rs.)

12 months
ended

31st March,
 2022

1,660.73 5,910.80 882.30

Net Profit/(Loss) for the period before Tax 
(after Exceptional and/or Extraordinary items)

Net Profit/(Loss) for the period after tax (after 
Exceptional and/or Extraordinary items)

Total Comprehensive Income/(Loss) for the 
period [Comprising Profit/(Loss) for the period 
(after tax) and Other Comprehensive Income 
(after tax)]

45.42 77.73

33.49 64.59

33.97 66.51

179.70 179.70 179.70

1.86 3.59 (6.06)
1.86

Standalone Consolidated

Earnings per equity share (of Rs.10/- each) 
(not annualised)

3 months
 ended

30th June, 2022

12 months
ended

31st March,
 2022

Corresponding
3 months ended
30th June, 2021

45.42 77.73

(6.06)3.59

(111.33)

(111.33)

(108.46)

(108.90)

8.

179.70 179.70

3.58
3.58

1,660.73

1.86
1.86

179.70

(6.06)
(6.06)

45.41

33.48

33.97

45.41

5,910.80 882.30

77.52

64.38

66.30

77.52

(111.34)

(111.34)

(108.47)

(108.91)

7. Reserves (excluding Revaluation Reserve) 1,896.66 1,895.64


