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SMALL CAP. GIANT POTENTIAL.

BAJAJ FINSERV SMALL CAP FUND

Name of MF – Bajaj Finserv Mutual Fund | Registration no. – MF/078/23/04
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Journey of a thousand miles 

begins with a single step

C A S E  F O R  S I P s  I N  S M A L L  C A P

2
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SMALL CAP

OPPORTUNITY

The Small Cap index has seen corrections — not as deep 

as in the past, but stocks have corrected sharply, creating 

a case for a selective bottom-up approach.

3

Past performance may or may not be sustained in future. Source: Bloomberg
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Why 

Small 

Caps 

Now?

Structural Improvement

Potential Growth Momentum

Valuations

Deeper Correction and Faster Rebound

Ownership Improving

Better Return Potential

01

02

03

04
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06
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01 Structural Improvement

Growth is no longer being bought on credit but being systematically earned
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FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26

OCF Capex FCF

FY19-22 cumulative capex: ~ ₹ 2.2 Tn. FY23-26 cumulative capex: ~ ₹ 3.4 Tn.

CASHFLOWS (₹ BN.)

This combination of higher reinvestment, better return potential, and cleaner 

balance sheets, is what earns the valuation premium.

5

Capex has stepped up meaningfully, being funded by internal accruals 

rather than debt. OCF has kept pace with capex deployment, keeping free 

cash flows healthy.

Balance sheets have been structurally repaired: net debt-to-equity has collapsed from 

0.52x to near-zero, while ROE has steadily improved from 9% to 12%.

ROE %
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FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26

Net Debt to Equity (x)

OCF = Operating Cash Flow ; Source: Avendus Spark Research, Bloomberg; Data as on 31st March 2026
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02 Potential Growth Momentum

Small cap earnings have a well-established pattern: they fall hard, then recover sharply.

History suggests that when small cap earnings inflect, prices often follow with a 

lag that potentially rewards early movers.
6EPS = Earnings Per Share; Source: Avendus Spark Research, Bloomberg; Till FY 26 data is as on 31st  March 2026; Data for FY27 & FY28 are Estimates

Past performance may or may not be sustained in future. As per latest available data.
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719
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FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27 FY28

+20% EPS* CAGR 

FY26-28
Index Price 

Returns

(y-o-y %)
-14% -46% 126% 29% -14% 70% 5% -6%

Nifty Smallcap 100 Index EPS (₹)

The FY21-23 cycle delivered a 48% EPS CAGR rewarding those who stayed invested through the downturn. The current setup looks familiar. After two 

years of earnings stagnation and a -6% price return in the most recent year, estimates point to a 20% EPS CAGR over FY26-28, with the index EPS 

nearly doubling from 638 to 915.

+48% EPS CAGR 

FY21-23

*Expected
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03 Valuations

Small caps are neither cheap nor expensive in isolation; context defines the valuation premium.

7Source: Avendus Spark Research, Bloomberg; Data as on 30th April 2026; Past performance may or may not be sustained in future.
As per latest available data.

Nifty 50 and BSE Small cap Index PE (x)

Peak to Bottom cycle Bottom to Peak cycle
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 Nifty PE  BSE Small cap PE Nifty 10Y Avg SC 10Y Avg Nifty 15Y Avg SC 15Y Avg

Jan 08 – 

Mar 09

21.8x / 9.0x

17.4x / 3.8x

Mar 09 – 

Dec 10

9.0x / 20.0x

3.8x / 12.7x

Dec 10 – 

Aug 13

20.0x / 13.5x

12.7x / 7.9x

13.5x / 20.0x

7.9x / 34.4x
20.0x / 

17.6x

34.4x / 

16.6x

17.6x / 22.3x

16.6x / 28.5x

22.3x / 11.9x

28.5x / 8.9x

11.9x / 26.0x

8.9x / 26.4x
26.0x / 17.7x

26.4x / 15.4x

17.7x / 23.8x

15.4x / 29.8x

23.8x / 19.4x

29.8x / 26.4x
Nifty 50

Small 

caps

Nifty 50 PE

10Y Avg: 20.7x|

15Y Avg: 19.2x

BSE Smallcap PE

10Y Avg: 21.9x 

15Y Avg: 19.9x

Aug 13 – 

Mar 15

Mar 15 – 

Feb 16

Feb 16 – 

Jan 18
Jan 18 – 

Mar 20

Mar 20 – 

Jan 22

Jan 22 – 

Mar 23

Mar 23 – 

Sep 24
Sep 24 – 

Apr 26

While small-cap valuations remain above their long-term averages, sustained earnings momentum could 

continue to support valuations and act as the key driver for any further re-rating.
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04 Deeper Correction

What appears steady on the surface still masks significant undercurrents beneath.

8Past performance may or may not be sustained in future. Premium: >10% above 10Y avg; Discount: >10% below 10Y avg; In Line: within ±10% of 10Y avg  |  Source: 
Avendus Spark Research, Bloomberg; Data as on 30th April 2026; As per latest available data.

% of stocks trading at a Premium / In Line / Discount to their 10Y Average

Mcap 

Classifica

tion

Nov-16 Mar-19 Mar-22 Sep-24 Mar-25 Apr-26

Premium In Line Discount Premium In Line Discount Premium In Line Discount Premium In Line Discount Premium In Line Discount Premium In Line Discount

Large 

Cap
59% 19% 22% 41% 28% 31% 51% 20% 29% 76% 8% 16% 41% 32% 27% 48% 28% 24%

Mid Cap 66% 19% 16% 44% 28% 28% 46% 24% 30% 75% 14% 10% 41% 28% 31% 41% 24% 36%

Small 

Cap
57% 22% 21% 36% 21% 44% 31% 21% 48% 64% 17% 19% 25% 23% 51% 28% 22% 50%

Total 60% 20% 19% 40% 25% 35% 41% 22% 38% 70% 15% 15% 34% 27% 40% 36% 24% 40%

Widespread stock-level corrections are presenting robust opportunities for selective bottom-up investing 

in fundamentally sound businesses.

The % of stocks trading below their 10Y-average valuation is currently at its highest level.

50% of small cap stocks are trading at a discount to their 10-year average valuation. This is one of the highest it has been across all 

time periods shown.
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04 Faster Rebound

Small caps tend to fall more in a downturn, but recover faster in an upswing.

9
Source: Avendus Spark Research, Bloomberg; Data as on 30th April 2026; Past performance may or may not be sustained in future.
As per latest available data.
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NIFTY 50 Nifty Smallcap 100

Jun 06 – 

Jan 08

N50: 136%

Small: 183%

Jan 08 – 

Mar 09
N50:

-59%

Small:

-76%

Mar 09 – Dec 10

N50: 123%

Small: 174%

Dec 10 – Aug 13

N50: -8%

Small: -40%

Aug 13 – Mar 15

N50: 62%

Small: 131%

Mar 15 – 

Feb 16

N50:

-23%

Small:

-25%

Feb 16 – Jan 18

N50: 53%

Small: 118%

Jan 18 – Mar 20

N50: -29%

Small: -65%

Mar 20 – Jan 22

N50: 138%

Small: 247%

Jan 22 – 

Mar 23
N50: -6%

Small: -26%

Mar 23 – 

Sep 24
N50: 54%

Small: 119%

Sep 24 – Apr 26

N50: -7%

Small: -9%
Index Returns

52% of 
Small 
Caps

fell > 20%

65% of Small Caps
gained > 20%

65% of Small Caps
fell > 40%

90% of Small Caps
gained > 50%

Nifty 50 and Small cap Index across market cycles (rebased to 100)

Peak to Bottom cycle Bottom to Peak cycle

Across every bottom-to-peak cycle since 2004, small caps have meaningfully outpaced the Nifty 50. 
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05 Ownership Improving

DII Ownership Rising; FII Participation Stable, Retail Moderating in Small Caps

10FII = Foreign Institutional Investors  | DII = Domestic Institutional Investors; Source: Avendus Spark Research, Bloomberg; Data as on 31st December 2025
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FII DII RETAIL

DIIs have been gradually increasing their exposure to the small-cap segment, primarily through SIPs. This trend is 

encouraging, as SIP-driven flows tend to be more stable and stickier in nature, which could help reduce cyclicality in the 

small-cap space over time.

Calendar year data

As per latest available data.
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65% of small caps 

corrected >40%, 

while 90% rebounded 

>50% during the 

recovery phase

06 Better Return Potential

The deeper the correction, the more substantial the eventual rebound

11
Source: Avendus Spark Research, Bloomberg; Data as on 31st March 2026; Past performance may or may not be sustained in future.

2020 COVID Crash

Index Level (Rs.) Peak (Jan-20) Bottom (Mar-20) Change % Correction (Jan-20 to Mar-20) Large Cap Mid Cap Small Cap BSE500

Nifty 50 12,362 7,610 -38% Gained (>0%) 2% 1% 3% 2%

Nifty Midcap 17,652 10,991 -38% 0% to -20% 12% 9% 7% 9%

Nifty Smallcap 6,165 3,373 -45% -20% to -40% 38% 48% 25% 34%

Worse than -40% 48% 42% 65% 55%

Index Level (Rs.)
Bottom

(Mar-20)

Rebound

(Feb-21)
Change % Rebound (Mar-20 to Feb-21)

Nifty 50 7,610 15,315 101% Still Negative (<0%) 1% 2% 1% 1%

Nifty Midcap 10,991 23,214 111% 0% to 20% 4% 2% 2% 2%

Nifty Smallcap 3,373 7,964 136% 20% to 50% 13% 20% 7% 12%

>50% 82% 76% 90% 84%

Latest Correction (Ongoing)

Index Level (Rs.) Peak (Sep-24) Current (Mar-26) Change % Correction (Sep-24 to Mar-26) Large Cap Mid Cap Small Cap BSE500

Nifty 50 26,216 22,331 -15% Gained (>0%) 23% 26% 20% 23%

Nifty Midcap 60,469 52,650 -13% 0% to -20% 41% 31% 20% 28%

Nifty Smallcap 19,261 15,204 -21% -20% to -40% 27% 26% 26% 26%

Worse than -40% 9% 17% 34% 24%

65%

Small caps fall deeper 

during corrections

90%

Small caps rebound 

faster than large and 

mid caps

As per latest available data.
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12

is increasingly compelling, but the key differentiator will be the 

medium one chooses to invest in.

The opportunity 

in small caps
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13

Why invest in

BAJAJ FINSERV SMALL CAP FUND?

Blend of Quality, 

Growth and Value

01

13

True-to-label 

small cap fund

02

Better Growth 

Prospects

03

Quality for 

relatively lower 

drawdown

04

Higher Small Caps 

exposure for upside 

capture with sizeable 

exposure towards 

micro caps

05
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14

BAJAJ FINSERV SMALL CAP FUND
3 PILLARS OF OUR APPROACH

QUALITY

Sound fundamentals

Consistent earnings

Sustainable competitive 

advantages

GROWTH

Long-term vision

Long potential growth runway 

Sustainable business models

VALUE

Stocks trading below their 

intrinsic values

Strong fundamentals but 

temporary mispricing

Turnaround businesses



B
A

J
A

J
 

F
I

N
S

E
R

V
 

S
M

A
L

L
 

C
A

P
 

F
U

N
D

15

Portfolio Breakup – True to Label small cap fund

Source: MFI explorer, Internal analysis; Data as on 15th June 2026

86.89%

SMALL CAP

12.19%
MID CAP

10.42%

Cash and cash equivalents: 2.69%

Small cap

Mid cap

Cash and cash equivalents
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Portfolio differentiator – Microcap Exposure

40 out of 85 stocks are outside of BSE 
500, which constitute almost 40% of the 

portfolio

Dedicated forensic analyst to closely monitor this space.
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17

Portfolio Quants – Well Diversified

PORTFOLIO STATS

Top 3 Sectors

34.26%

Top 5 Sectors

50.3%
Top 5 Stocks

16.94%

Top 10 Stocks

29.64%

Single Stock Maximum 

Weight: 4.26%

Average: 1.14%

Total Stock Count : 

85

With no single stock exceeding 4.26% and the top 10 together accounting for less than a third of the 

portfolio, concentration risk is deliberately kept in check.

Source: MFI explorer, Internal analysis; Data as on 15th June 2026
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18

Portfolio Breakup – Differentiated Portfolio

Overweight in Industrials, Pharmaceuticals and Biotechnology and Consumer Durables relative to the benchmark reflects a deliberate tilt toward domestic 

growth engines where small caps have historically carved out durable competitive niches.

0.26%

0.30%

0.30%

0.33%

0.50%

0.58%

0.89%

1.11%

1.23%

1.38%

1.39%

1.59%

1.62%

1.66%

1.70%

2.86%

3.05%

3.17%

3.96%

3.97%

4.05%

5.36%

5.75%

7.23%

8.81%

10.03%

10.32%

13.91%

Diversified Metals

Automobiles

Services

Transport Services

Non - Ferrous Metals

Chemicals & Petrochemicals

Other Utilities

Insurance

Ferrous Metals

Entertainment

Cement & Cement Products

Leisure Services

Commercial Services & Supplies

Food Products

Power

Finance

Industrial Manufacturing

Retailing

Construction

Realty

Capital Markets

Textiles & Apparels

Banks

Electrical Equipment

Auto Components

Consumer Durables

Pharmaceuticals & Biotechnology

Industrial Products

% of Net Asset Value

Please note that the reference to any sector/industry is provided for illustrative purposes only. This should not be construed as a research report or a recommendation to buy 
or sell any security of any sector/industry. Past performance may or may not be sustained in future. | Source: Internal; Data as on 15th June 2026
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19

Portfolio Quants – Strong fundamentals

EPS = Earnings Per Share, P/E = Price-to-Earnings Ratio, PEG = Price/Earnings-to-Growth Ratio; Source: Bloomberg, Internal analysis; Data as on 15th June 2026

50.1
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PEGEPS* Growth %P/E (x)

Bajaj Finserv Small Cap Fund- Reg- Growth Benchmark

Higher EPS growth versus the benchmark reflects robust earnings growth, while higher P/E reflects growth 

potential and lower PEG as compared to the benchmark indicates reasonable valuations.

*Expected
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Performance

Source: MFI explorer; Data as on 15th June 2026; Past performance may or may not be sustained in future.

1 Month 3 Months 6 Months Since Inception

Inception Date : 18-07-2025

Alpha 1.4% 3.1% 5.2% 6.7%

20

Bajaj Finserv Small Cap Fund- Reg- Growth BSE 250 SmallCap TRI

R
et

u
rn

s%

Returns <1 Yr are absolute returns calculated on a P2P basis

4.5

3.1

20.5

17.4

9.3

4.1

3.5

-3.2
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Performance

Source: MFI explorer; Data as on 15th June 2026; Past performance may or may not be sustained in future.

Bajaj Finserv Small Cap Fund BSE 250 SmallCap TRI

-17%
-20.9%

24.7%
22.3%

Since Inception to 23rd March 2026

23rd March 2026 to 15th June 2026

Peak to bottom

Bottom to peak

Quality at play

Higher small cap at work
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Walk the Talk

B A J A J  F I N S E R V  S M A L L  C A P  F U N D

Scheme Name Oct-24 May-26

Bajaj Finserv Flexi Cap Fund 37.7% 53.2%

Bajaj Finserv Large and Mid Cap Fund 43.7% 54.4%

Bajaj Finserv Multi Cap Fund 52.2%* 59.3%

*For Multicap we have taken data as on March 31st 2025 as the inception date of the scheme is 27th Feb 2025, Data as on May 31, 2026

Mid and Small-cap Allocation across our equity schemes

Mid and Small Allocation
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KEY TAKE-AWAYS

Geopolitical uncertainty may keep 

markets volatile in the near term. 

But, volatility and opportunity have 

always been two sides of the same 

coin in small caps. 

Valuations have undergone both a 

price and time correction indicating 

that the froth is gone, and the asset 

class is trading closer to historical 

averages than it has in years. 

The correction has been broad and 

deep, with half the small cap 

universe now trading below long-term 

valuation averages, presenting 

compelling opportunity to invest in 

this segment

The next three months present a 

meaningful entry window. Investors 

who have been waiting for the 

opportune moment to build small 

cap can consider investing now

For investors with a higher risk appetite, a 

lump sum approach can be considered. SIPs 

and STPs remain the preferred investment 

routes, as disciplined investing through market 

volatility has historically delivered alpha in 

small cap funds over full market cycles.

Our small cap fund remains anchored 

in its quality, growth and value strategy 

with a true-to-label approach. The 

scheme is built to capture the full 

potential of the asset class while 

managing downside through disciplined 

and prudent stock selection.

Past performance may or may not be sustained in future.
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BAJAJ FINSERV SMALL CAP FUND
An open ended equity scheme predominantly investing in small cap stocks

Product label
This product is suitable for investors who are seeking*:

• wealth creation over long term

• to invest predominantly in equity and equity related instruments of small cap companies.

*Investors should consult their financial advisers if in doubt about whether the product is suitable for them

RISKOMETER
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Bajaj Finserv Small Cap Fund 
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Other Schemes Managed by Fund Manager
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DISCLAIMER
This document should not be treated as endorsement of the views/opinions or as an investment advice. This document should not be construed as a research 

report or a recommendation to buy or sell any security. This document alone is not sufficient and should not be used for the development or implementation of an 

investment strategy. The recipient should note and understand that the information provided above may not contain all the material aspects relevant for making 

an investment decision. The decision of the Investment Manager may not always be profitable; as such decisions are based on the prevailing market conditions 

and the understanding of the Investment Manager. Actual market movements may vary from the anticipated trends. Neither Bajaj Finserv Mutual Fund / Bajaj 

Finserv Mutual Fund Trustee Limited / Bajaj Finserv Asset Management Limited nor its Directors or employees shall be liable for any damages whether direct or 

indirect, incidental, punitive special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. 

Investors are advised to consult their own investment advisor before making any investment decision in light of their risk appetite, investment goals and horizon. 

This information is subject to change without any prior notice.

MUTUAL FUND INVESTMENTS ARE SUBJECT TO MARKET RISKS, READ ALL SCHEME RELATED DOCUMENTS CAREFULLY.
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