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PSU (public-sectorunit) funds,
whichdelivered stellar returns
from2021 to 2024,haveunder-
performedsignificantly in
recentmonths.These funds
have fallen 18.4per centonaver-
ageover thepast sixmonths.

Reasonsfortheslide
Theprimary reason for this
underperformance is over-val-
uation. Stocks in sectors suchas
defence, capital goods, railways,
andPSUbankshad rallied sig-
nificantly. “Someof themhad
becomeextremelyexpensive.
That’swhy theyhavecorrected
heavily in themarket correction
sinceSeptember,” saysAlekh
Yadav,headof investmentpro-
ducts, SanctumWealth.

SomePSUstocks failed to
meetmarket expectationson
theearnings front. “Given the
exaggeratedvaluations, the
markethad startedexpectinga

linear growth inearnings,
whichdidnothappen,” says
VivekBanka, founder,
Goalteller. Profit booking, too,
contributed to the fall.
“Investorshadmadea lot of
profits in these stocks.Many,
therefore, bookedprofits and
exited,” saysVishalDhawan,
chief financial planner, Plan
AheadWealthAdvisors.

Keyrisksandchallenges
TheperformanceofPSUs is
closely tied togovernmentpol-
icies andspending. “In the first
half of 2024, government
spending fell due to theelec-
tions, affectingmanyof these
companies,” saysDhawan.

ManyPSUbusinesses are
cyclical,making themsensitive
to economic slowdownsand
reducedconsumption.
Governmentownershipalso
poses challenges. “Manyof the
government’sdecisionsare
drivenby itspriorities,which
maynot alwaysbebest for the
earningsofPSUs,” says
Dhawan.Capital allocation
decisionsby thegovernment
canalsohinder growth. If div-
idends to thegovernmentare
prioritisedover capital expendi-
ture, thesebusinesses can
suffer. Valuations remainacon-
cernevenafter the recent
decline. “If themarkets correct
further, PSUstocks couldcon-
tinue todecline,” saysBanka.

Investing in thematic funds
like these requires behavioural
discipline. “Ideally, investors
shouldhave entered these

fundswhen their past returns
lookedpoor. But very few
investorswouldhave done
that.Mostwouldhave entered
much later in the rallywhen
PSU fund returnswere looking
good,” says Yadav.

OpportunitiesinPSUfunds
Despite recent setbacks, invest-
ing inPSU fundsoffers certain
advantages. “Government-led
capital expendituremay rise,
benefitingPSUs,” saysDhawan.
In specific sectors likedefence
manufacturing, PSUs face lim-
itedcompetition fromthepri-
vate sector, ensuringgrowth
opportunities. PSUbanksare
cleaningup their balance
sheets. “This is in contrast to the
risingnon-performingassets of
non-banking financial com-
panies,” saysBanka.

Quickrecoveryisunlikely
Thecurrentover-valuationof
PSUstocks limits thepotential
for aquick turnaround. “There
isnotmuchscope for anearly
turnaround in theperformance
of these stocks. In fact, there
maybemoredownside,” says
Yadav.Capexannouncements
in thebudgetmayprovide tem-
porary relief to these stocks.But
divestmentplans, by increasing
the supplyofPSUpapers, could
hamperprice rise.

Whatshouldinvestorsdo?
Investorswhoenteredearly
shouldbookprofits as they
wouldbe sittingonsignificant
profits. Thosewhoentered the
rally late forquickgains should
book losses andmove to their
nextbet, as recoverymay take
time.Thosewitha 7-10-year
horizonmaystayput.

YOUR
MONEY

Recoverymay take
awhile; stayput if
you’ve longhorizon

PSU FUNDS

Steady growth, margin
gains may spur HDFC Life
TANMAYTIWARY
NewDelhi, 16 January

HDFC Life Insurance
Company (HDFC Life)
deliveredastrongperform-

ance in theDecemberquarter of the
current financial year (Q3FY25),
exceedingmarketexpectationswith
robust earnings growth. The com-
pany reported a 13.7 per cent year-
on-year (Y-o-Y) increase innetprofit
to ~414.9 crore in the quarter. The
valueofnewbusiness (VNB)rose8.6
per cent Y-o-Y to ~930 crore, com-
paredto~856crore inthecorrespon-
ding quarter of the previous year.
Reacting to the results, the stock of
the life insurer rallied as much as
11.15 per cent tohit an intradayhigh
of ~660.55 apiecebefore settling 7.92
per centhigher at ~641.30.

Although theVNBmargin, a key
profitabilitymetric, dipped to 26.06
per cent from 26.8 per cent a year
ago, itshowedanimprovementfrom
24.3 per cent in the second quarter,
bolsteredbyproductrepricing.New
business premiums grew 10.8 per
cent Y-o-Y to ~7,899 crore, reflecting
strong demand, compared to ~7,130
crore in the same period last year.
Additionally, the annualised pre-
mium equivalent (APE) increased
11.8 per cent to ~3,569 crore.

Most foreign and domestic bro-
kerages remained optimistic about
HDFCLife’s growthoutlook.

Nomura, which previously
downgraded the stock to neutral in
Q2FY25 due to concerns about sur-
render value impact, slowing
growth, and higher valuations, has
nowupgraded its rating to “buy”.

Over the past three months, the
stock has declined 17 per cent,
underperforming the Nifty by 7 per
cent.However,Nomurabelieves the
current valuation— at 2 times one-
year forward price to embedded
value,orP/EV—adequatelyreflects
thesenegatives.Maintainingatarget
price of ~735, Nomura anticipates
annualised growth rates of approx-
imately17percent inAPEand13per
cent inVNBover FY24-FY27F (fore-

cast for theperiod),alongsideaVNB
margin of about 25 per cent and an
average return on operating EV of
about 17 per cent.

HSBChasreiteratedits“buy”rat-
ingwith a target price of ~750, high-
lighting higher-than-expected
sequentialmargin improvements in
Q3FY25, focus on new customer
acquisition, andexpandeddistribu-
tionaskeygrowthdrivers.Similarly,
Bernstein maintained its “outper-
form” rating,with a target of ~810.

Nuvama has also kept its “buy”
recommendation, raising the target
price to ~850 from~830.Thebroker-
agenoteda robust 24.1 per centY-o-
Y growth in group business, which
contributed to a total Q3FY25 APE
growthof 13.4percentY-o-Ydespite

a 6per cent sequential decline.
The brokerage attributed the

marginexpansiontotherepricingof
non-participating products and
effective pass-through of increased
surrender values to policyholders
and distributors. Those at Emkay
Research are positive onHDFC Life
given its strongperformanceduring
thefirstninemonthsofFY25,noting
that the company’s APE of ~10,290
crore exceeded their estimates by
1.6 per cent, while the VNB margin
of 25.1 per cent surpassed their pro-
jection of 24.5 per cent. This led to a
4.2 per cent beat in VNB, which
stoodat ~2,590 crore.

Despite the challenges posed by
the implementation of new sur-
render regulations, theVNBmargin
for Q3FY25 came in at 26.1 per cent,
outperformingtheexpected24.2per
cent. This was attributed to
improved product-level margins,
driven by better persistency and an
increasedattachmentrateofprotec-
tionproducts.

To mitigate the impact of the
newsurrendernorms, themanage-
ment revised the commission
structureby introducingaclawback
provision, deferring commissions,
or reducing them. With favourable
valuations, Emkay reiterated its
“buy” recommendation,maintain-
ing a target price of ~775, which
implies an FY26 estimated P/EV
multiple of 2.6 times.

Life insurer exceeds mkt expectations with robust Q3 earnings growth

Read full reporthere: mybs.in/2ejvOf4 COMPILED BY SURBHI GLORIA SINGH

While the Union Budget 2025-
26 may not directly impact
interest rates for FDs and
RDs, it could influence them
through taxation and savings
incentives. “Tax benefits
under section 80C might be
introduced to promote
public savings,” said Ashish
Agrawal, Partner, Dhruva
Advisors, a Mumbai-based

tax and regulatory
services firm.

Factors influencing FD
andRD interest rates
RBI monetary policy: Repo
rate changes by the Reserve
Bank of India directly impact
deposit rates, with higher
repo rates generally leading
to higher returns on deposits.

Inflation: To ensure
depositors earn real returns,
banks adjust rates based on
inflation trends.
Economic conditions and
liquidity:: In times of
economic growth, banks may
up deposit rates to attract
more funds.
Demand for credit: High
demand for loans can push

banks to offer better deposit
rates to secure funding.
Government policies: Budget
announcements can
introduce new tax rules that
indirectly affect deposit rates.
International interest
rates:Global trends can also
influence domestic deposit
rates, especially for banks
with international exposure.

Fixeddeposits:BudgetFY26taxincentivesmayimpactinterestrates
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STELLAR LONG-TERM RETURNS
Thesefundshavestumbledoverthepastsixmonths

Corpus Returns (%)
Funds (Active) (~cr) 6-mth 1-yr 3-yr 5-yr

ICICI Prudential PSU Equity 2,142.7 -14.0 15.0 NA NA

Quant PSU 779.6 -22.2 NA NA NA

Aditya Birla Sun Life PSU Equity 5,237 -19.1 4.5 27.4 24.3

Invesco India PSU Equity 1,285.8 -20.4 14.2 27.2 24.3

SBI PSU 4,572.1 -16.4 15.2 29.6 22.4

Nifty PSE TRI NA -20.1 12.8 33.1 26.6
Returns are for regular, growth plans. Above one-year returns are compound annualised.

Source: Navigation RA
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Manish Raj Gupta has taken charge as Director (Technical,
Projects & Raw Materials) of Steel Authority of India Limited
(SAIL) on 13th January, 2025. A graduate in Mechanical
Engineering from MANIT Bhopal,
Shri Gupta began his career with
SAIL in 1991 as a Management
Trainee (Technical) at Durgapur
Steel Plant. An accomplished
professional with over three
decades of experience in the
steel industry, he has worked in
various plants and units of SAIL while consistently demonstrat-
ing excellent technical expertise, operational excellence and
leadership.

Hindustan Petroleum Corporation Limited (HPCL) proudly
announces the successful commissioning of its state-of-the-art
LNG Regasification Terminal at Chhara, Gujarat. This landmark
facility marks a significant step toward achieving the Government
of India’s vision of increasing the share of natural gas in the
country’s energy basket to 15% by 2030, enhancing energy
security, and reducing
carbon emissions.
The LNG carrier Maran
Gas Coronis, carrying the
commissioning cargo,
berthed at the terminal on
January 6, 2025, and
successfully discharged
its cargo into the onshore LNG tanks on January 12, 2025. The
auxiliary units at the terminal are in advanced stages of com-
missioning and will be operational shortly. The project, execut-
ed with an impeccable safety record of zero Lost TimeAccidents
(LTA) over 28.5 million manhours, represents an investment of
approximately ₹4,750 crores (₹47.50 billion) by HPCL LNG Ltd.
(HPLNG), a wholly-owned subsidiary of HPCL.

Vaikunth Mehta National Institute of Cooperative Management
(VAMNICOM), Pune is an Apex Cooperative Management
Institute established way back in the year 1946 in Mumbai as a
Cooperative Training College and shifted to Pune in 1967, func-
tions under Ministry of Cooperation, Govt. of India.
The Institute celebrated its 58th Foundation Day on Wednesday,
15th January, 2025 at VAMNICOM campus of the Institute.
VAMNICOM has been significantly contributing to the cooper-
ative movement through organizing management training,
imparting management education, conducting research and
consultancy projects in the areas of Cooperation and Rural
Development.
The Institute understands the needs of cooperative sector and
delivers training programmes to sharpening the skills of
Cooperative Executives and Officials. Institute is working con-
tinuously towards dissemination initiative of Ministry of
Cooperation, Government of India.

In an effort to enhance power reliability in Aska locality, TP
Southern Odisha Distribution Limited (TPSODL) has recently
undertaken several measures. To enhance power reliability and
service quality inAska, TPSODL has strengthened its power infra-
structure to ensure a stable electricity supply for consumers of
Aska. Anewly installed UR+6 Tower at Bada Nadi River, for the 33
KV line fromAska PSS is among the key
initiatives taken by TPSODL.
Commenting on the recent development,
Mr Amit Kumar Garg, CEO, TPSODL
said, "Starting from its inception, TPSODL
has remained steady in strengthening the
power infrastructure of Southern Odisha,
delivering seamless power supply to our
consumers. The newly installed UR+6
Tower at Aska is just another remarkable
work to ensure reliable power supply in
the region. Our team is working tireless-
ly for deployment of innovative features like RMU to enhance pow-
er supply to Critical facilities like hospitals on a priority basis."

SBI, New Delhi Circle, organized an event at its Local Head Office
on 08.01.2025 The beneficiaries of CSR initiative of the bank
was Society for Participatory Integrated Development (SPID) and
Niramaya Charitable Trust. The occa-
sion was graced by SBI Chairman
Shri Challa Sreenivasulu Setty, DMD
Smt. Vidya Krishnan, CGM Shri
Debasish Mishra and other senior
officials. State Bank of India provides
a wide variety of assistance in the
areas of upliftment of the backward, disadvantaged sections of the
society, the environment, education, sports, health, animal welfare,
heritage, and art maintenance under Corporate Social
Responsibility.

India Energy Week 2025 (IEW’25), the flagship energy event of
Government of India, is being held under the patronage of the
Ministry of Petroleum and Natural Gas, organised by Federation
of Indian Petroleum Industry (FIPI),
from 11th to 14th February 2025 at
the Yashobhoomi Convention Centre,
New Delhi.
A noticeable improvement is in the
seniority of speakers year on year
with around 70 CEOs of prominent
International and domestic Energy
majors underlying the growing global appeal of the event. The
event will feature Heads of leading International Organizations and
90 CEOs from some of the world’s largest Fortune 500 energy
companies including BP, TotalEnergies, QatarEnergy, ADNOC,
Baker Hughes and Vitol.
The event is expected to have participation from over 70,000 del-
egates from 120 countries, 700+ exhibitors, and 10 country pavil-
ions. The event will witness robust participation from key Indian
energy ministries, including the Ministry of Power, Ministry of New
and Renewable Energy (MNRE), NITI Aayog, and the Ministry of
Mines and Minerals.

MANISH RAJ GUPTA ASSUMES CHARGE
AS SAIL’S DIRECTOR (TECHNICAL,
PROJECTS & RAW MATERIALS)

HPCL COMMISSIONS LNG REGASIFICATION
TERMINAL AT CHHARA, GUJARAT: A

MILESTONE FOR INDIA’S ENERGY SECURITY

TPSODL PRIORITIZES SAFETY
AND RELIABLE POWER SUPPLY

SBI, NEW DELHI CIRCLE, DONATES
UNDER CSR INITIATIVES

VAMNICOM CELEBRATES
58TH FOUNDATION DAY

INDIA ENERGY WEEK 2025 TO REDEFINE
GLOBAL ENERGY DIALOGUE
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