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Your portfolio may be full of ‘zombie stocks’: How to
identify and exit them

Forgotten, illiquid and delisted shares can quietly sit in investors’ demat accounts
for years, turning portfolios into a collection of “zombie stocks”. First Global’s
Devina Mehra explains why investors should periodically review every holding and
let go of stocks that no longer justify their place in the portfolio.
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Devina Mehra said investors can end up holding stocks that have remained in their portfolios for years simply
because they have stopped paying attention to them.

Investors often review their mutual funds, stocks and overall asset allocation, but
one part of the portfolio can easily be overlooked: old, forgotten stocks sitting in
demat accounts. These legacy holdings may include illiquid shares, companies that
have stopped trading or stocks that have long ceased to fit an investor’s financial
strategy.

Devina Mehra, founder, chairperson and managing director at First Global, has
highlighted the problem of investors continuing to hold such stocks, comparing the
emotional attachment to old investments with the difficulty of letting go of past
relationships.



In her column, Mehra pointed out that nearly three-quarters of all stocks that have
ever been listed on Indian stock exchanges do not trade anymore. She noted that
while around 4,500 stocks currently trade actively in the Indian market, the total
number of stocks ever listed is several times higher.

This makes reviewing an old demat portfolio particularly important. An investor
may have accumulated shares over several decades through purchases, corporate
actions, inheritance or investments made by parents. Some of these companies may
have subsequently become illiquid, delisted or effectively disappeared from active
market trading.

Why forgotten stocks can become a problem

According to Mehra, investors can end up holding stocks that have remained in
their portfolios for years simply because they have stopped paying attention to
them. Such holdings can clutter a portfolio and, more importantly, represent capital
that could potentially be deployed elsewhere.

The problem is often behavioural rather than technical. Investors can become
attached to a stock because they bought it at a particular price or because they once
believed strongly in the company's prospects.

Mehra argues that investors should instead ask a simple question: If | had cash
today, would I buy this stock at today's price?

The purchase price, she points out, should not determine whether an investor
continues to hold a security. Waiting for a stock to return to its original purchase
price can result in capital remaining locked in an investment that no longer meets
the investor's expectations.
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The parallels between your love life and your portfolio...
not as far-fetched as you might think
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Are you treating equities in your
portfolio like you do your exes?

Out of sight and out of mind is an ill-advised approach if once-loved stocks are still in your portfolio
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value of many would not have gone
down tovirtually nothing.

Never forget the golden rule: any
thing that you would not buy at todays
price, you should not be holding in
your portiolio.

That is the simple and only valid test
The hold’ rating exists in the world
only bocause most investors refine (o
acknowledge this simple truth.
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Ideally, you should never sell astock
that has done well simply because it has
gone up, say, X%, because if you do
that, you will never get the true multi-
baggens.

Onthe other hand, you must be
ruthless about stocks that have not
done what you expected them to do.
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How to identify ‘zombie stocks’

Investors can begin by downloading their complete demat or DP statement and
reviewing every security—not just their actively tracked holdings.


https://x.com/devinamehra/status/2088092889188315265

Stocks that warrant closer scrutiny include companies that no longer trade regularly,
have been delisted, have negligible liquidity, or whose business fundamentals have
changed substantially since the original investment.

Investors should also check whether the original investment thesis still holds,
whether the company continues to have reasonable growth prospects and whether
the capital could earn better risk-adjusted returns elsewhere.

\What to Check Why It Matters |
[Iliquid stocks |Difficult to sell due to low trading volumes |
Delisted shares IMay no longer trade on stock exchanges |
Long-forgotten holdings )C/:(?Lljjrlcgijorglgresent capital that is no longer aligned with
tOr]relsg]iLnal nvestment Check whether the reasons for buying the stock still hold

Current business

fundamentals Assess earnings, growth prospects and financial health

Avoid holding solely because you want the stock to
return to your buying price

Consider whether the capital can earn better risk-
adjusted returns elsewhere

Review inherited, legacy or very old investments that
may have been overlooked

Check for mergers, demergers, delistings, bonuses or
other changes

Review every security rather than only the stocks you
actively track

Purchase price

Better alternatives

Old demat holdings

Corporate actions

Complete DP statement

Mehra's broader message is that investors should be willing to acknowledge
mistakes rather than allow them to remain indefinitely in their portfolios. A stock
does not become a good investment merely because an investor has held it for many
years.

A periodic portfolio clean-up, therefore, is not simply about removing unwanted
securities. It is about ensuring that every rupee invested continues to have a reason
for being there.



