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Sector selection versus stock performance. Which is more important?
There are broadly two approaches of portfolio construction in fund management viz. Top-down and Bottom-up. 
Top down or sector selection focuses on forming a view on the industry and sector before evaluating individual companies in that sector. For example, a fund manager uses his view of inflation and interest rates in the economy to assesses the impact on the banking and finance sector. After this he will narrow his selection to a specific stock after studying the company’s financials for factors such as price to earnings, price to book value, etc.
On the other hand, bottom-up approach or stock selection refers to identifying a stock that is currently underpriced or is headed for higher than expected top-line or bottom-line growth. In this case, the company’s financials are first evaluated followed by an assessment of risks that could derail the company’s valuations or projected growth and earnings. 
[bookmark: _GoBack]There are many studies conducted that highlight the advantages and disadvantages of both approaches. The equity funds in our Top Fund Picks have a mix of both these strategies. Please refer to the Fund Speak presentation shared earlier for details on equity portfolio strategy under each fund.

