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ADD ALPHA TO YOUR PORTFOLIO

introducing the

Bandhan Nifty Alpha 50 Index Fund

An open-ended scheme tracking the Nifty Alpha 50 Index
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A Primer on Factor Investing




What are factors, and what is factor investing?

The core idea behind factor investing is to
A Factor helps to explain or identify know which specific factors, beyond the
characteristics that drive a stock’s overall market, make some investments
price in the market. perform better or worse.

Consider two Formula 1 drivers

who race identical cars but

achieve different levels of success.

This performance gap can be attributed

Have you ever observed that certain movies,
despite lacking a compelling plot, still draw a
huge audience solely because of the star’s

presence? You may often term it the star’s ‘X- to each driver’s unique racing strategy.
factor’ It’s not solely about the car; it’s the strategy that sets
them apart.

Picking stocks with specific factors can help investors build a portfolio that produces
“potentially higher risk-adjusted returns than the market.

Source: ABlitz ‘Factor investing revisted’. For illustration purpose only Q EA?J%SQFQJHd
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Demystifying drivers of portfolio returns

An lllustration of how portfolio return was dissected over the years

Active
Return: 3% { Unexplained
Active . Unexplained
Return: 9% { Factor
Factor
Return: 6% Return

Acti Portfolio
ctive
Return: Return (
20%
Market Market
Market < Return: Return
Return:

11%
11%

1990-2000s

1980s

Pre 1960s

Source: A brief history of factor investing- Allianz Global Investor. The above illustration assumes that fund X has delivered 20% and the return attribution over a different period. Q EA?RSQFQJM
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Benefits of active and passive investing

Skilled, active fund
managers try to beat the
market

Expensive and may not
consistently beat the
market

Source: For illustration purpose only

Active investing Passive investing

Fac.tor/
Smart Beta Strategies
e Aims to beat the broader
market using a rule-based
approach
* Low cost

Involves mimicking a
broad market index to
generate returns
commensurate with the
market

Simple and low-cost
approach
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Widely used style factors

Each factor aims to capture excess returns generated by stocks with the following characteristics:

Low Volatility

*
ail

Factors: The term will
Momentum

be unfamiliar, but it
isn’t new.
Active managers have

Stocks with lower-than-
average volatility

Stocks with stronger
past performance

been using factors to
manage portfolios.

Value Size

Quality

Stocks with low prices
relative to their
fundamental value

Stocks with lower debt,
stable earnings, and other
quality metrics

Source: For illustration purpose only Q EA?RSQFQJM
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About Nifty Alpha 50 Index




What is an ‘Alpha’ strategy?

In simple terms, "Alpha is expressed as the excess returns llustration

in relation to the market, after adjusting for risk

Removed from
== portfolio

Basic Premise

Added to
portfolio

The alpha factor strategically invests in securities displaying
significant alpha compared to the market, and it systematically
exits those positions as its alpha diminishes.

Alpha

Time

“Jenson’s Alpha is the difference between the actual returns of a stock/portfolio and those that could
have been earned on a benchmark portfolio with the same amount of risk

Source/Disclaimer: *Alpha mentioned above refers to Jensen’s Alpha. & = Rp— (Rt + B (Rm - Ry}
Rp- return generated by the stock, Rf- Risk-free rate, B- Stocks Beta, Rm- expected market return. For detailed methodology on the Nifty Alpha 50 Index, refer to
https://www.niftyindices.com/Methodology/Method NIFTY Equity Indices.pdf.
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Nifty Alpha 50 Index methodology

The Index is designed to be nimble, reflecting the evolving market condition.

Eligibility Criteria Stock selection

Minimum listing history
of 1 year

Top 300 stocks based
on #*M.cap

Proportional to
Alpha score

Top 50 companies with
the highest *Alpha

o

& wew

Stock Universe Weightage

( AExercise repeated every 3 months — Mar, Jun, Sep, and Dec to determine entry and exit of stocks ]

Source- As of 30t September 2023. “Based on Free Float Market Capitalization. *Jensen’s alpha based on previous one-year returns. For detailed methodology, please refer to
https://www.niftyindices.com/Methodology/Method NIFTY Equity Indices.pdf. ARebalance effective. The index has a 100% buffer
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Why add exposure to the alpha factor?

s a2

Historical Return
outperformance vs
broader indices

-

The Alpha factor
can be a proxy for
Sector /Market
capitalization
rotation strategy

-

Adding Alpha to
Beta in a rule-
based manner may
enhance portfolio
returns

Q Bandhan
Mutual Fund
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The Index has historically delivered an average Alpha of ~5% over broad-based indices

5-Year Rolling Return

n- 3-Year Rolling Return
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Embracing a high-risk, high-reward approach, the strategy may experience short-term fluctuations. J

However, a more extended horizon showcases reduced volatility and significant alpha generation.
0 Bandhan
Mutual Fund
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Source/Disclaimer- NSE. Data as of 30t September 2023. Performance results may have inherent limitations, and no representation is made that any investor will or is likely to achieve. Past
performance may or may not be sustained in the future.




Robust Performance during bull markets

H

01-Apr-05
06-Mar-14
23-Feb-17
06-Nov-20
09-Jan-08
08-Nov-10
04-Mar-15
15-Jan-20

08-Jan-08
03-Mar-15
14-Jan-20
18-Oct-21
27-Oct-08
19-Dec-11
25-Feb-16
23-Mar-20

Bull
Bull
Bull
Bull
Bear
Bear
Bear

Bear

217.5%

42.2%
43.8%
52.2%
-59.4%
-25.6%
-21.1%
-38.2%

363.9%
69.8%
36.0%
96.4%
-77.9%
-25.0%
-11.8%
-34.1%

Exhibits strong excess return during bull markets

{

The Nifty Alpha 50 Index exhibits high excess returns during bull runs while being
more volatile during the bear period.

J

146.4%
27.6%
-7.8%
44.2%

-18.5%

0.6%
9.3%
4.1%

Source/Disclaimer- Bandhan MF. NSE. Data as of 30t" September 2023. Performance results may have inherent limitations, and no representation is made that any investor will or is likely to achieve. Past performance
may or may not be sustained in the future. The market cycles are identified based on the movement in Nifty 50 TRI. A bear market is recognized as the period between peak and trough, and Recovery is defined as the
period between trough and when the previous peak level was re-achieved. Bull is a period where there are higher highs.

Q Bandhan
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Market Capitalization rotation

Index alloc:atl?n t'o Market Jan-21 Sep-21 Dec-21
Capitalization

27.3% 31.4%

33.1% 36.9% 33.3% 37.3%

Large Cap

Grand Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

During bull markets, the Mid and Small-cap segments tend to do well, while during bear markets, Large caps dominate.
The Alpha strategy adapts the composition to reflect the changes.

Source/Disclaimer- NSE. Data as of 30t September 2023. Market Capitalization based on AMFI size classification. The market segments mentioned above are for illustration purposes only and should be
used for the development/implementation of investment strategy. It may not be construed as investment advice to any party.

A Bandhan
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Sector rotation

g The Alpha factor changes its sector exposure basis market or business cycle. l
m Sep 21 mm ; : i
14.3%

Financial Services 5.9% 3.6% 5.2% 5.0% 11.9% 14.7% 13.7%
Industrials 5.5% 3.7% 11.6%  7.9% 7.8%  43% 11.1% 17.6%  202% 22.6% 248% 31.6%

Cons. Discretionary 18.7% 16.4%  10.0% 3.8% 3.8% 8.8% 139%  208% 13.1% 8.3%
o, |

237%
I 6.0%  233% 29.6% 23.8%  26.9% 141% | 7.3% | 19% | 22% 83%  8.0%
FMCG 26%  10%  23%  23%  27% 53%  86%  73%  3.5%

Commodities 19.7% 13.9%  17.3% 189% 12.2%  12.6% 9.2% 16.1% 3.0% 5.4%

29% 1s%
Healthcare | 27.9% 144%  61%  11.5%  83%  50% | 33% D 13% | 11%  5.0%

Utilities 77%  9.8%  9.1%  104%  9.8%  9.2%  6.8% 113% 113% 2.8% | 09% | 08%

Energy 47%  58%  54%  66%  50%  46%  57%  60% 57% | 12%  07%
Services 35%  33%  27% | 19% | 03%

Telecommunication - 4.5% -- 8.8% 10.8% 6.4%
Grand Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Different sectors do well during business cycles;
The Alpha strategy captures the sector rotation trend.

Source/Disclaimer- NSE. Data as of 30t September 2023. Macroeconomic sector based on AMFI classification. The sectors mentioned above are for illustration and should not be used for the
development/implementation of investment strategy. The industry may/or may not be part of our portfolio/strategy/scheme. It may not be construed as investment advice to any party.
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Index Security Churn
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[ During each quarterly rebalancing, on average (avg.), 12 securities are replaced, and the avg. Churn (% weight) is 35% }

Source/Disclaimer- NSE. Data as of 30t June 2023.
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Sector & Stock Holding of the Index

g . mmm
Macro-economic Sector
Karnataka Bank Ltd. Financial Services 4.1%

1 Financial Services 41.2% 2 Suzlon Energy Ltd. Industrials 41%
2 Industrials 31.6% 3 Finolex Cables Ltd. Industrials 3.4%
3 Consumer Discretionary 8.3% 4 NCC Ltd. Industrials 3.3%
4 Information Technology 8.0% 5 Indian Railway Finance Corp Ltd. Financial Services 3.3%
5 Healthcare 5.0% 6 REC Ltd. Financial Services 3.2%
6 Fast Moving Consumer Goods 35% 7 PNB Housing Finance Ltd. Financial Services 3.2%
8 Supreme Industries Ltd. Industrials 3.1%
7 Commodities 1.5%
9 Glenmark Pharmaceuticals Ltd. Healthcare 3.1%
0,
Utilities 0.8% 10 Power Finance Corporation Ltd. Financial Services 3.1%
Large Cap Mid Cap Small Cap
16.5% 50.0% 33.6%

Source/Disclaimer- NSE. Data as of 30t September 2023. Macroeconomic sector and size classification based on AMFI classification. The sectors /stocks mentioned above are for illustration purposes only and should
not be used for the development/implementation of investment strategy. The sectors/stock may or may not be part of our portfolio/scheme/strategy. It may not be construed as investment advice to any party.

ﬂ Bandhan
Mutual Fund

- 16




Adding an Alpha strategy to your existing portfolio may potentially enhance returns

Illustration of growth of Rs. 1 Lac invested on 30" Sep 2013

——Nifty 50 TRI ——Nifty Alpha 50 TRI = Nifty 50:Nifty Alpha (70:30)
10,00,000
9,00,000
8,00,000 10 Year (CAGR)
7,00,000
Return
¥  6,00,000 -
‘é’_ Volatility
o
£ 00000 Risk Adjusted Return
£ 4,00,000
<
3,00,000 Growth of Rs. 1,00,000
2.00,000 Invested
1,00,000 Corpus (Approx.)
PN S B ST RN S S I SO
K K F F ¥ K FF KKK

Source/Disclaimer- NSE. Bandhan MF. Data as of 30t September 2023. Performance results may have inherent limitations, and no representation is made that any investor will or is likely to achieve. Past performance may

or may not be sustained in the future. The blended portfolio is assumed to be rebalanced annually; the weights can drift between rebalancing periods.

Nifty 50 TRI

14.5%
16.5%
0.88

Nifty 50 TRI

3,86,000

Nifty Alpha 50 | Nifty 50:Nifty

TRI Alpha (70:30)
24.3% 17.9%
20.2% 16.6%

1.21 1.08

Nifty Alpha Nifty 50:Nifty

50 TRI Alpha (70:30)

8,99,000 5,20,000

Q Bandhan
Mutual Fund
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Why add exposure to the Alpha factor?

1

The Alpha factor can be a proxy for Adding Alpha to Beta in a rule-based
Sector/Market capitalisation manner may enhance portfolio
rotation strategy returns

Historical return outperformance vs broader
indices

H Financial Services M Industrials

Information Technology ® Healthcare
Nifty Alpha

i Utiliti Oth H
Average \invs0 MY Nity 500 Nifty 200 e " others 10Year | Nifty SOTRI| oo o)

Rolling TRI Next 50 TRI pha 100%
Return TRI 90%
80%
70%
60%
50%
40%
30%
20%
10%
0%
Ky m&\ m@’\’ w@’\’ w@“’ WQ'Q m@"’ m@” w§9 w@?’
S & KK
AN AN ARV RN S S AR NS

3 year 123% 13.9% 12.3%

5 Year - 142% 12.0% 11.9%

Return 14.5% 24.3% 17.9%

Volatility 16.5% 20.2% 16.6%

Risk Adjusted

Return 0.88 1.21 1.08

v A»
K"

¥

Sl S

Source/Disclaimer- NSE. Bandhan MF. The Data as of 30t" September 2023. Performance results may have inherent limitations, and no representation is made that any investor will or is likely to achieve. Past
performance may or may not be sustained in the future. The blended portfolio is assumed to be rebalanced annually; the weights are allowed to drift between rebalancing periods. Macroeconomic sector based on AMFI
classification. The sectors mentioned above are for illustration purposes only and should not be used for the development/implementation of investment strategy. It may not be construed as investment advice to any

party.

0 Bandhan
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Limitations to the Alpha Strategy

Adapts to changing market dynamics with a lag

? o

" —

May witness deeper and longer drawdowns

—>——

Alpha, just like other factors, is cyclical

) (o

ﬁ Bandhan
Mutual Fund
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Who should invest?

. Investors
Investors with a Investors seeking to add
' hlgh-r!sk ' « exploring factor- , aggressive '
[ et [ [ based investing [ + strategytotheir
! ! ' ! ' portfolio !
' ' ' ' ' ;
\ / \ / \ /

Q Bandhan
Mutual Fund
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Key Take Away

The alpha factor

Factor investing is a The most common strategically invests in

rule-based strategy for factors are Momentum, securities displaying

selecting stocks with Low Volatility, Quality, significant alpha compared

attributes linked to Value, and Size. to the market, and it

*potentially higher systematically exits those

returns or lower risk. positions as its alpha
diminishes.

The Nifty Alpha 50 Index 5 The strategy can be It can be a complementing

has historically delivered a used as a sector and strategy to a market

5% alpha over broad Market Cap rotation exposure fund.

market indices on a 3 & 5- proxy.

year rolling return basis,
albeit with higher
volatility.

Q Bandhan
Source: NSE. *Blitz ‘factor investing revisited.” Mutual Fund
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About Bandhan Nifty Alpha 50
Index Fund

Investment in the Nifty Alpha 50 Index is possible through
Bandhan Nifty Alpha 50 Index Fund




Features of Bandhan Nifty Alpha 50 Index Fund

NFO Date Fund Manager Benchmark Exit Load

25t October to

Nifty Alpha 50 TRI
06" November 2023

= Subscription @2 Investment Objective

The investment objective of the Scheme is to replicate the Nifty
Alpha 50 index by investing in securities of the Nifty Alpha 50
Index in the same proportion / weightage with an aim to provide
returns before expenses that closely correspond to the total

Lumpsum purchase - Rs. 1000/- and in multiples of Re. 1/-
thereafter Additional purchase — Rs. 1000/- and in multiples of
Re. 1/- thereafter Repurchase/Redemption - Rs. 500/- or the
account balance of the investor, whichever is less SIP - Rs. 100/-

return of Nifty Alpha 50 Index, subject to tracking errors.
However, there is no assurance or guarantee that the objectives
of the scheme will be realized, and the scheme does not assure or
guarantee any returns

and in multiples of Re. 1 thereafter [Minimum 6 instalments]
SWP - Rs. 200/- and any amount thereafter
STP - Rs. 100/- and any amount thereafter

@ Bandhan
Mutual Fund
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Bandhan Nifty Alpha 50 Index Fund
(An open ended scheme tracking Nifty Alpha 50 Index)

Scheme Riskometer Benchmark Riskometer

This product is suitable for investors who are seeking*:

¢ To create wealth over a long term.

¢ Investment in equity and equity related instruments belonging
to Nifty Alpha 50 Index

*Investors should consult their financial advisers if in doubt Iivesiois lindamishdAbat Nifty Aloha 50 TR
. . f N ¢ [ a
about whether the product is suitable for them. the”\l;gpycm'h“ggkbe at yAP

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

The Disclosures of opinions/in-house views/strategy incorporated herein are provided solely to enhance the transparency about the investment strategy/theme of the Scheme. They should not be treated as endorsing
views/opinions or investment advice. This document should not be construed as a research report or a recommendation to buy or sell any security. This document has been prepared based on information already available
in publicly accessible media or developed through analysis of Bandhan Mutual Fund. The information/views/opinions provided is for informative purpose only. It may have ceased to be current by the time it reaches the
recipient, which should be considered before interpreting this document. The recipient should note and understand that the information provided above may not contain all the material aspects relevant for making an
investment decision, and the security may or may not continue to form part of the scheme’s portfolio in the future. Investors are advised to consult their investment advisor before making any investment decision in light of
their risk appetite, investment goals, and horizon. 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. This information is subject to change without any prior notice. The Company reserves the right to modify and alter this statement as
may be required occasionally. Neither Bandhan Mutual Fund (formerly known as IDFC Mutual Fund)/ Bandhan Mutual Fund Trustee Limited (formerly IDFC AMC Trustee Company Limited) / Bandhan AMC Limited (formerly
IDFC Asset Management Company Limited), its Directors or representatives 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.

\
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Market Capitalization rotation

lllustration of the shift in Nifty Alpha 50 Index allocation between Large-cap and Small-cap

Market

e re e Jan2021 Mar2021 Jun2021 Sep2021 Dec2021 Mar2022 Jun2022 Sep2022 Dec2022 Mar2023 Jun2023 Sep-23
Capitalization

Large Cap 27.3% 33.1% 26.6% 36.9% 33.3% 15.4% 41.4% 37.3% 31.4% 16.5%

Small Cap 26.7% 24.0% 34.4% 22.4% 26.9% 51.8% 18.5% 6.4% 22.4% 33.6%

Rebased Index Values

= Nifty 50 TRI === Nifty Smallcap 250 TRI

The Nifty Small Cap 250 TRI, after noting strong performance in 2021, saw relatively more downward movement between Jan-Feb 22 and
Apr-Jun 22 compared to the Nifty 50 TRI. This may explain the change in allocation.

Source/Disclaimer- NSE. Data as of the end of 31 December to 30t September 2023. Market capitalization based on AMFI size classification. Note that Nifty 50 TRI and Nifty Smallcap 250 TRI are used as proxy to
illustrate the performance of underlying stocks classified as large and small-cap stocks. Note that the Nifty Alpha 50 index is not based on price momentum; the above illustration only explains the concept.




Sector rotation

‘ lllustration of the shift in Nifty Alpha 50 Index allocation to the IT sector l

Macro-economic sector Jan2021 Mar2021 Jun2021 Sep2021 Dec2021 Mar2022 Jun2022 Sep2022 Dec2022 Mar2023 Jun2023 Sep-23

Information Technology 6.0% 23.3% - 23.8% 26.9% - 14.1% 7.3% _ 8.3% 8.0%

Rebased Nifty IT Index Value

= Nifty IT Index
—

170 -~ p <
160
150
140
130
120
110
100
90

80
Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23 Sep-2:

The Nifty IT index noted strong performance from Apr 21 to Jan 22, which may explain the higher allocation to the IT sector during the

period. Similarly, as the IT sector's fortunes reversed, the allocation reduced dramatically Jun 22 onwards.

Source/Disclaimer- NSE. Data as of the end of 31t December to 30t September 2023. Macroeconomic sector based on AMFI classification. Note that the Nifty Alpha 50 index is not based on price momentum; the above A Bandh
illustration only explains the concept. The example assumes the Nifty IT TRl as a proxy for the performance of IT stocks. The sectors mentioned above are for illustration purposes and should not be used for the # Mut afgl‘md
development/implementation of investment strategy. The industry may/or may not be part of our portfolio/strategy/scheme. It may not be construed as investment advice to any party. L
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