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Bevond Large Caps: Why Mid Caps Are Gaining Attention

For several years, large-cap companies have formed the core of many Indian equity
portfolios. Their established businesses, stronger balance sheets and relatively lower
volatility have made them a natural choice for investors seeking stability. However, as
the Indian economy continues to expand and new businesses scale up, attention is
increasingly moving beyond the traditional large-cap universe.

This is where mid-cap companies become relevant. Mid caps occupy the space
between established large companies and smaller emerging businesses. They often
represent companies that have already demonstrated a viable business model but still
have significant room to expand. For long-term investors, this creates an opportunity to
participate in the next stage of India's corporate growth.

The growing investor interest is also visible in mutual fund flows. According to AMFI
data, mid-cap funds recorded 34,385 crore of net inflows in May 2026, while their assets
under management had grown 19.5% year-on-year to 34.88 lakh crore.

Why Look Beyond Large Caps?

Large-cap companies are already leaders in their respective industries. Their scale
provides stability, but the very size that makes them established can also limit the pace
at which they can grow.

A company with a smaller revenue base can potentially double its business more easily
than a company that is already operating at a very large scale. This does not mean that
mid caps will necessarily outperform large caps in every market cycle. Rather, the mid-
cap segment provides access to companies that may be in an earlier phase of their
growth journey.

The Nifty Midcap 150, for example, comprises the 150 companies ranked 101-250 by
full market capitalisation within the Nifty 500 universe. As of March 2026, the index
represented approximately 18.18% of the free-float market capitalisation of stocks
listed on the NSE.

This universe is therefore neither dominated by mature large corporations nor populated
primarily by smaller, less-established businesses. It provides exposure to a broad group
of companies that are potentially moving towards becoming future market leaders.

India's Economic Growth Creates a Favourable Setting

The Indian economy is undergoing structural changes across manufacturing,
infrastructure, financial services, healthcare, consumption, technology and logistics. As
these sectors expand, companies operating within them can move rapidly from the mid-
cap category into the large-cap universe.
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Several of the businesses that are today considered established market leaders were once
smaller companies benefiting from India's economic expansion. Mid-cap investing,
therefore, provides investors with an opportunity to identify companies that may benefit
from these long-term structural trends before they reach their full maturity.

The current market environment also reflects continued investor interest in this
segment. Recent mutual fund data shows that mid-cap funds have continued to attract
substantial flows, while large-cap funds have seen comparatively weaker flows. In
August 2026, mid-cap funds attracted 36,989 crore, their strongest month-on-month
increase among major equity categories.

Mid Caps Offer a Balance Between Growth and Established Businesses

One of the key attractions of mid caps is their position between large and small
companies.

Large Caps:

Established businesses, stronger balance sheets and generally lower volatility, but
potentially slower growth.

Mid Caps:

Established enough to have demonstrated their business models, while still having
considerable room for expansion.

Small Caps:

Higher potential growth, but generally accompanied by greater business, liquidity and
valuation risks.

This makes mid caps an interesting segment for investors who want to increase their
portfolio's growth potential without taking the full level of risk associated with small-
cap investing.

However, mid-cap investing should not be viewed as a substitute for large caps. A well-
constructed portfolio can use different market-cap segments for different purposes, with
allocation depending on the investor's time horizon, risk appetite and financial
objectives.

A Long-Term Opportunity, Not a Short-Term Trade
The strongest argument for mid caps is ultimately linked to time horizon.

Mid-cap companies require time to execute their expansion plans, increase market
share, improve profitability and potentially become larger industry leaders.
Consequently, investors considering this segment should ideally have a long-term
investment horizon and be prepared to tolerate periods of volatility.
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The objective should not be to predict when mid caps will outperform large caps over
the next few months. Instead, the focus should be on identifying whether the underlying
businesses have the potential to compound earnings and create value over several years.

Conclusion

The investment case for moving beyond large caps is not based on the belief that large-
cap companies have lost their relevance. Large caps will continue to play an important
role in providing stability and quality to portfolios.

However, mid caps provide access to a different stage of India's corporate growth
story. With India's expanding economy, rising investment, improving formalisation and
the growth of sectors such as manufacturing, financial services, healthcare,
infrastructure and consumption, several mid-sized companies have the potential to
emerge as tomorrow's leaders.

For long-term investors with an appropriate risk appetite, a measured allocation to mid-
cap mutual funds can therefore complement large-cap exposure and enhance the
portfolio's participation in India's future growth.

MEFD Details:
Nilanjan Dey
MFD

ARN - 84929

Regards,
Trina Dutta
Research Executive, Wishlist Capital

* Mutual funds are subject to market risks. Please read all scheme-related documents carefully
before investing. Past performance does not indicate future results. Investments are subject to
market fluctuations, and there is no assurance of returns.
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