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DISCLAIMER 
 

The information and data presented in the Incwert India Size Premium Study have been obtained with the greatest of 
care from sources believed to be reliable but are not guaranteed to be complete, accurate or timely.  

This publication has been carefully prepared for general information only and is not any kind of investment 
advice/research report. Neither the authors of this publication nor Incwert Advisory Private Limited (“Incwert”) have 
any kind of conflict of interest with any company/firm/entity that has been cited and used for the sole purpose of 
illustration.  

The study has been written in general terms and is not intended to address the circumstances of any particular 
individual or entity. Although we endeavour to provide accurate and timely information, there can be no guarantee 
that such information is accurate as of the date it is received or that it will continue to be accurate in the future. It 
should be seen as broad guidance only and does not constitute professional advice. You should not act upon the 
information contained in this publication without obtaining specific professional advice after a thorough examination of 
the particular situation. 

No representation or warranty (express or implied) is given as to the accuracy or completeness of the information 
contained in this publication, and Incwert Advisory Private Limited, its members, employees and agents accept no 
liability and disclaim all responsibility, for the consequences of you or anyone else acting, or refraining to act, in 
reliance on the information contained in this publication or for any decision based on it. 

Incwert expressly disclaims any liability, including incidental or consequential damages, arising from the use of the 
Incwert India Size Premium Study or any errors or omissions that may be contained in the Incwert India Size 
Premium Study. 

 

 

COPYRIGHT 
 

Copyright © 2024 Incwert Advisory Private Limited. All Rights Reserved. No part of this publication may be 
reproduced or used in any other form or by any other means without Incwert’s prior written permission. To obtain 
permission, please write to us at the address provided below or at queries@incwert.com. Your request should specify 
the data or other information you wish to use and how you wish to use it. In addition, you will need to include copies 
of any charts, tables, and/or figures that you have created based on that information. Depending on your proposed 
usage, we retain the right to charge a processing fee per request. 
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INTRODUCTION 
 

Incwert Size Premium Study is a comprehensive study of past market data of the companies listed on the National 
Stock Exchange (NSE) of India from 1995 through to December 2023 to analyse the returns that mid-cap, small-cap 
and micro-cap stocks have generated over the return as predicted by capital asset pricing model (CAPM)1. 

We observed that valuation practitioners in India at times assign size premiums in their assessment of the discount 
rate derived using the capital asset pricing model (“CAPM”) by benchmarking with US-based studies. While the 
premium across various periods and sizes may be appropriate as a benchmark for a developed economy, the same 
may not hold for the Indian market which is in the developing category. Our effort in compiling this study is primarily 
for bridging the gap by gathering and analysing the data for companies in India, which is our premise for us 
commissioning this study. 

Our study finds that the size premium in India is higher than that prevalent in the US market. Several market 
disruptions arising from intermittent large-scale scams in the historical period, global meltdown and economic 
slowdown have marked the stock returns with high volatility. While these factors result in annual variation over the 
time series, it does not restrict us from drawing reasonable conclusions by smoothening the output over a longer 
duration.  

We hope you find the results of our study of interest and value. 

 

DATA SOURCES 
 

For producing the analysis, we have extensively relied on data 
available from the NSE and proprietary database providers.  

The information and data presented in the study have been 
obtained with the greatest of care from sources believed to be 
reliable but are not guaranteed to be complete, accurate or 
timely.  

Incwert Advisory Private Limited (www.incwert.com), the 
authors, and/or its data providers expressly disclaim any liability, 
including incidental or consequential damages, arising from the 
use of the Incwert Size Premium Study or any errors or 
omissions that may be contained in the study, or any other 
product (existing or to be developed) based upon the 
methodology and/or data published herein. 

 

  

 
1 Capitalisation-based breakpoints are set up using a consistent per cent of distribution. 

DATA SOURCES 
 



 

5 | P a g e  

 

India Size Premium Study 2024 

|  Incwert Advisory Private Limited  | 

L
a
rg

e
-c

a
p
 s

iz
e
 p

re
m

ia
 

M
id

-c
a
p
 s

iz
e
 p

re
m

ia
 

S
m

a
ll-c

a
p
 s

iz
e
 p

re
m

ia
 

M
ic

ro
-c

a
p
 s

iz
e
 p

re
m

ia
 

 

TABLE OF CONTENTS 
Disclaimer .............................................................................................................................................................. 2 
Copyright ................................................................................................................................................................ 2 
Acknowledgements ................................................................................................................................................. 3 
Introduction ............................................................................................................................................................ 4 

Data sources ................................................................................................................................................... 4 

Data sources ................................................................................................................................................. 4 

Unit 1 - Framework for estimating the Size Premium ................................................................................................ 6 
Unit 2 – Data Set and size groups ........................................................................................................................... 7 

1. Selection of a reference stock exchange .................................................................................................... 7 

2. Portfolio breakpoints.................................................................................................................................. 7 

3. Annual rebalancing ................................................................................................................................... 9 

Unit 3 – measure of returns ................................................................................................................................... 10 
1. Annual return .......................................................................................................................................... 10 

Unit 4 – Estimate of returns (using CAPM) ............................................................................................................. 13 
1. Computation of Beta................................................................................................................................ 13 

2. Equity risk premia.................................................................................................................................... 13 

3. Comparative portfolio returns ................................................................................................................... 13 

Unit 5 –Size premium ............................................................................................................................................ 14 
1. Computation of return over risk-free return ............................................................................................... 14 

2. Key aspects to note ................................................................................................................................. 14 

3. Smoothening using regression ................................................................................................................. 14 

Appendices – Summary of size premia by portfolio/deciles ..................................................................................... 21 
For more information, visit: .................................................................................................................................... 25 

www.incwert.com .............................................................................................................................................. 25 

About Incwert ....................................................................................................................................................... 26 
 

_______________________________  

Table 1: Aggregate market capitalisation and company count by portfolio size/deciles .............................................. 8 
Table 2: Capitalisation by decile .............................................................................................................................. 8 
Table 3: Annual total return ................................................................................................................................... 10 
Table 4: Size premium (1995-2023) smoothed using M.cap ................................................................................... 15 
Table 5: Size premium (2007-2023) smoothed using M.cap ................................................................................... 16 
Table 6: Size premium (1995-2023) smoothed using sales ..................................................................................... 17 
Table 7: Size premium (2007-2023) smoothed using sales ..................................................................................... 18 
Table 8: Size premium (1995-2023) smoothed using operating profit ...................................................................... 19 
Table 9: Size premium (2007-2023) smoothed using operating profit ...................................................................... 20 
 

Figure 1: Count of companies listed on the National Stock Exchange of India analysed each year............................. 7 
Figure 2: Percentage of capitalization by time-series ................................................................................................ 9 
Figure 3: Annual total return .................................................................................................................................. 11 
Figure 4: Period of wins ........................................................................................................................................ 11 
Figure 5: Weighted returns over the time-series ..................................................................................................... 12 
Figure 6: Size premium (1995-2023) regressed against Average Market Capitalization ........................................... 15 
Figure 7: Size premium (2007-2023) regressed against Average Market Capitalization ........................................... 16 
Figure 8: Size premium (1995-2023) regressed against sales................................................................................. 17 
Figure 9: Size premium (2007-2023) regressed against sales................................................................................. 18 
Figure 10: Size premium (1995-2023) regressed against operating profit ................................................................ 19 
Figure 11: Size premium (2007-2023) regressed against operating profit ................................................................ 20 

  

https://incwert-my.sharepoint.com/personal/sunitk_incwert_com/Documents/Documents/Incwert_Publications/202210_Size%20premia/Size%20Premium%20Study%20-%20FY2023%20New/Report/Size%20premium_India_Study_December%202022_v3.0%2017%20Nov%202023.docx#_Toc151658190


 

6 | P a g e  

 

India Size Premium Study 2024 

| Incwert Advisory Private Limited  | 

U
n
it
 1

 -
 F

ra
m

e
w

o
rk

 f
o
r 

e
s
ti
m

a
ti
n
g
 

th
e

 S
iz

e
 P

re
m

iu
m

 
U

n
it
 2

 –
 D

a
ta

 S
e
t 

a
n
d
 s

iz
e
 g

ro
u
p
s
 

U
n
it
 3

 –
 m

e
a
s
u
re

 o
f 

re
tu

rn
s
 

  

U
n
it
 5

 –
S

iz
e
 p

re
m

iu
m

 

UNIT 1 - FRAMEWORK FOR ESTIMATING THE SIZE 
PREMIUM 
 

Understanding size premium 
 

Size premium in the field of valuation refers to the observation that suggests that the Small-Cap companies tend to 
have higher returns than the Large-Cap companies over long horizons. This phenomenon of size as a factor affecting 
valuation was first propounded by Banz (1981) while studying the returns of the stocks listed in the US exchanges. 
His initial research showed that smaller firms tend to have higher returns than larger firms after controlling for the 
market risks. In testing the seminal work of Sharpe (1964) and Linter (1965), Banz (1981) observed that smaller firms 
actual returns were higher compared to the return as suggested by the Capital Asset Pricing Model (CAPM). Since 
beta-adjusted market risk failed to explain such higher returns for smaller firms, the researchers who carried out 
empirical observations assigned the factors affecting the deviation to the size of the firm. 

However, subsequent studies by Fama & French (2011), Dimson et al. (2011) find size premium in the US markets to 
be non-existent or to have reduced significantly over time with higher liquidity in the smaller stocks. This suggests 
that firm size may be a proxy for liquidity. 

Despite the argument about diminished or non-existence size effect, Small-Cap entities produce higher returns and 
have higher volatility which explains the risk-return theory. This phenomenon is observable in the case of Indian 
markets too. As valuation practitioners, we are of the view that smaller firms carry higher systematic risk and 
investors need to be adequately compensated for carrying such higher risk. As such, size premium may need to be 
accounted for in the assessment of the discount rate. 

 

Data set and methodology considered in the analysis 
 

For the empirical study on size premium in India, the steps adopted are as follows: 

→ Step 1 - The study has been carried out on the stocks listed on the National Stock Exchange of India only. 
Prices going back in history up to the beginning of 1995 for all listed stocks (irrespective of survivorship) 
were considered. 

→ Step 2 – Data sets were constructed by outlining the portfolio breakpoints. Four categories of capitalization 
and 10 (decile) portfolios were constructed using market capitalisation. The portfolios have been rebalanced 
annually. 

→ Step 3 - Returns were computed using the stock’s capital gain and dividend yield. Returns for holding 
periods across monthly and annual frequencies were analysed for individual stocks. The average return of 
various portfolios has been estimated after weighing the annual returns with the market capitalisation of the 
corresponding year. 

→ Step 4 – Returns of stocks for back histories were estimated using the CAPM. Sum beta was computed 
using 5Y monthly returns. 

→ Step 5 – Arithmetic mean of portfolio returns (actual and CAPM estimate) have been computed over the 
length and breadth of the time series. 

→ Step 6 – Difference between a) actual return in excess of risk-free return and b) return over the risk-free 
return as predicted by the CAPM was computed to represent the size premium.  

→ Step 7 – Size premium computed in the step above was smoothed using the linear regression technique.  

 

Our conclusion 
 

Empirical evidence supports the existence of higher beta-adjusted returns in Small-Cap stocks compared to Large-
Cap stock in India, though the quantum of premium is subject to selection of observable period, frequency of portfolio 
rebalancing, holding period considered for computing the annual return, the basis of assessment of beta using 
ordinary least square (OLS) methodology or sum betas and identification of portfolio break-points, among others. 
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UNIT 2 – DATA SET AND SIZE GROUPS 
 

1. Selection of a reference stock exchange 
 

In India, the National Stock Exchange (NSE) and the Bombay Stock Exchange (BSE) are the most active stock 
exchanges with comprehensive data on the listed companies since the early 1990s. However, considering that most 
transactions by volume take place on the NSE, the universe of companies used to perform the size premium analysis 
comprises those stocks that are listed on the NSE and whose price data back-histories are available. 

For the period from 1995 onwards, there is abundant coverage of all the relevant equities. As of the end of December 
2023, there are 2,302 companies listed on the NSE of which 2,190 were traded. The balance companies that do not 
trade include companies that are suspended due to capital reduction/ outstanding annual listing fee/ graded 
surveillance measures/ non-compliance etc. Our study analyses pricing and market capitalisation details of 1,884 
companies for 2023. 

The fully representative nature of the NSE data ensures that non-surviving, as well as recent companies, are included 
in the size portfolio back-histories. Besides, the availability of dividend information for the analysis allowed producing 
a fair estimate of total returns. 

 

Figure 1: Count of companies listed on the National Stock Exchange of India  analysed each year  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: NSE & proprietary database 

 

2. Portfolio breakpoints  
 

Companies' returns by size analysed during any given year have been spread out based on groups such as large-
cap, mid-cap, small-cap and micro-cap which is in addition to the 10 (decile) size groups. The portfolio breakpoints 
have been created using the design principle of consistent reference percentiles of the total market capitalisation. 
Companies listed on the NSE are segregated based on the full market capitalisation at the start of the year. The 
segregation has been performed by separating the companies into the following groups: 

→ Large-cap portfolio (decile 1-2) representing the top 10 percentile of companies listed in the NSE 

→ Mid-cap portfolio (decile 3-5) representing companies ranking in the range 70 to up to 90 
percentile  

→ Small-cap portfolio (decile 6-8) representing companies ranking in the range 40 to up to 70 
percentile  

→ The balance companies have been categorised under micro-cap portfolio (decile 9-10) 
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Table 1: Aggregate market capitalisation and company count by portfolio size/deciles  

31 DECEMBER 2023 

 

 
Source: NSE & proprietary database 

 

 

Table 2: Capitalisation by decile  

 
Source: NSE & proprietary database 

Key points: 

• Around 79% of the total capitalisation of the NSE is represented by top 20 percentile companies 

• Small-Cap and Micro-Cap companies which together constitute ~70% of the population by count have a 
combined market capitalisation of around 5 per cent. 

• The percentage of capitalisation of portfolios in the recent period is close to the historical averages. 

 

 
 

Decile

Smallest 

company

Largest 

company Percentile Largest company name

No of 

companies

Total M.cap 

(in crore)

Percentage of 

total 

capitalisation

Cumulative 

percentage

1-Largest 77,021.4 1,749,005   1,749,005    Reliance Industries Ltd. 95 22,916,179  64.43% 64.43%

2 36,849.0 76,313        76,915         Jindal Steel & Power Ltd. 94 5,031,719    14.15% 78.58%

3 17,856.6 36,718        36,810         Thermax Ltd. 113 2,959,415    8.32% 86.90%

4 10,539.8 17,810        17,844         Cochin Shipyard Ltd. 122 1,657,129    4.66% 91.56%

5 6,560.8   10,523        10,528         Supreme Petrochem Ltd. 141 1,175,787    3.31% 94.87%

6 3,741.4   6,546          6,548           Security And Intelligence Services India Ltd. 151 746,574       2.10% 96.97%

7 2,115.2   3,714          3,726           Kolte Patil Developers Ltd. 188 524,323       1.47% 98.44%

8 959.8      2,113          2,113           Accelya Solutions India Ltd. 226 333,450       0.94% 99.38%

9 376.3      960             960              S Chand And Co Ltd. 236 147,861       0.42% 99.80%

10-smallest 1.9          375             376              Kothari Products Ltd. 518 72,470         0.20% 100.00%

Large-Cap 1-2 189 27,947,898  78.58% 78.58%

Mid-Cap 3-5 376 5,792,331    16.29% 94.87%

Small-Cap 6-8 565 1,604,346    4.51% 99.38%
Micro-Cap 9-10 754 220,332       0.62% 100.00%

Percentage of Capitalisation

Historic Average Percentage of Total Capitalisation

Decile 1995-2023 2007-2023

Recent

Percentage

of Total

Capitalisation

Historic 

Min

Historic 

Max

1-Largest 70.0% 69.5% 64.4% 63.3% 78.9%

2 12.4% 12.7% 14.1% 8.9% 14.1%

3 6.7% 7.0% 8.3% 4.4% 8.4%

4 3.8% 4.0% 4.7% 2.5% 4.8%

5 2.6% 2.7% 3.3% 1.7% 3.7%

6 1.7% 1.7% 2.1% 1.1% 2.7%

7 1.2% 1.2% 1.5% 0.5% 2.1%

8 0.8% 0.7% 0.9% 0.2% 1.5%

9 0.4% 0.4% 0.4% 0.1% 0.9%

10-smallest 0.3% 0.2% 0.2% 0.1% 0.6%

Large-Cap 1-2 82.5% 82.2% 78.6% 76.2% 87.9%

Mid-Cap 3-5 13.1% 13.7% 16.3% 8.6% 16.5%

Small-Cap 6-8 3.7% 3.6% 4.5% 2.2% 6.3%
Micro-Cap 9-10 0.7% 0.6% 0.6% 0.2% 1.5%
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The NSE started the 
cash market segment in 
1994. During the early 
period of 1995 and 1996, 
companies listed on the 
NSE were less than 200 
in number, resulting in a 
skewed percentage of 
capitalisation of the 
portfolios in those years. 
The portfolio break-
points for those two 
years were readjusted to 
smoothen the distortion. 

 

 

 

 

 

 

3. Annual rebalancing 
 

Portfolios have been rebalanced annually at the beginning of the year using the market capitalisation (based on the 
closing adjusted price) of the stocks as of 31 December of the previous year. The weighting of portfolio constituents 
according to the market capitalisation was considered to minimise any potential selection biases. Companies that get 
added during the year are assigned to the appropriate portfolio starting next year. Companies that get delisted during 
the year are not considered to be a part of the portfolio unless it gets delisted in the month of December. 

  

Figure 2: Percentage of capitalization by time-series 

Source: NSE & proprietary database 
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UNIT 3 – MEASURE OF RETURNS 
 

1. Annual return 
 

The returns presented in the tables in this report are annual total returns. Return on equity for each stock has been 
analysed for varied holding periods – 1m, 3m, 12m and 5y; however, the 12m absolute return has been used for 
computing the portfolio returns.  

Adjusted month-end closing prices were considered for analysis. The prices (sourced from the proprietary database) 
are adjusted for stock splits and other corporate actions but not for dividends declared. As such, for companies that 
declared dividends in the observable period, the dividend yield was added to the capital gain component to determine 
the annual total return. Following is the formula considered for computing the Total Return: 

 

 

 

 

Market capitalisation weighted return  
 

Portfolio/decile returns are market capitalisation weighted returns of their constituents. Equal-weighted returns and 
the median returns were also computed for each portfolio/decile but not considered. Equal weighted portfolio returns 
run the risk of biases and therefore have been ignored. 

 

Table 3: Annual total return % 

 

 

The table above presents the historic average and the recent period average returns achieved by the largest to the 
smallest classified group sets. While an investment in the large-cap portfolio would have returned 16.7% on average 
annually, the small-cap portfolio would generate a return of 31.0% annually. The higher returns are coupled with 
higher volatility in returns (volatility of 54.0% in the small-cap portfolio, compared to 31.1% in the large-cap portfolio). 
Therefore, as the risk (as measured by the standard deviation of returns) increases, the realised return increases. 

In the analysis of the historic returns, an important observable aspect is the shift in the market returns starting 2007 
and onwards which is at lower levels of average returns for portfolio/deciles compared to the pre-2007 period.  

 

Annual Total Return %

Decile

Historic 

Average

Recent 

Period St. dev

Coefficient 

of variation

1995-

2006

Average

2007 

onwards

Average

1-Largest 15.5% 18.3% 29.9% 1.93             17.6% 14.0%

2 24.0% 48.1% 42.3% 1.76             23.4% 24.5%

3 23.4% 39.7% 45.5% 1.95             26.2% 21.4%

4 25.4% 48.5% 47.6% 1.88             31.0% 21.4%

5 28.9% 51.6% 52.3% 1.81             34.2% 25.2%

6 29.3% 68.5% 53.3% 1.82             32.2% 27.3%

7 32.3% 53.9% 56.6% 1.75             33.0% 31.8%

8 31.5% 63.6% 55.5% 1.77             32.4% 30.8%

9 29.3% 54.0% 56.2% 1.92             27.0% 31.0%

10-smallest 33.4% 54.5% 60.0% 1.79             31.5% 34.8%

Large-Cap 1-2 16.7% 22.9% 31.1% 1.87             18.3% 15.5%

Mid-Cap 3-5 25.0% 44.4% 46.7% 1.87             29.2% 22.1%

Small-Cap 6-8 31.0% 62.6% 54.0% 1.74             33.1% 29.5%
Micro-Cap 9-10 31.0% 54.2% 56.5% 1.82             29.6% 32.0%

Total Return = Capital Gain + Dividend Yield Total Return = Capital Gain + Dividend Yield 
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Figure 3: Annual total return 

 
Source: NSE; proprietary database and Incwert analysis 

 

Persistency in outperformance of small-cap portfolio 
 

The market-cap-weighted average return of the small-cap portfolio and the large-cap portfolio is presented in the 
graph below. Out of 29 observation points, the small-cap portfolio has outperformed the large-cap portfolio in 17 
instances during the observable period to 2023. 

 

Figure 4: Period of wins 

 
Source: NSE & proprietary database 
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Historical variability in the returns 
 

The graph below presents the portfolio wise returns during the period 1995 to 202 3. During the observable period, 

Indian markets witnessed shocks due to scams, change in governments, global meltdown & recession, a reflection 
of which appears as volatil ity in the returns.  

 

Figure 5: Weighted returns over the time-series 

 
Source: NSE & proprietary database 
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UNIT 4 – ESTIMATE OF RETURNS (USING CAPM) 
 

We have measured the size premium as a difference between the a) actual return over the risk-free return; and  

b) CAPM return over the risk-free return 

One of the most popular methods of computing the cost of equity i.e. the Capital Asset Pricing Model has been used 
in this report to construct the return in excess of the risk-free rate returns. CAPM returns show the systematic risk of 
the company. However, what it does not include are the company-specific risks – which could arise due to the small 
size of the business, operating leverages, product risks, customer concentration risks, and a wide other variety of 
factors. 

For computing the CAPM return over the risk-free return, ‘sum beta’ as a measure of the systematic risk has been 
estimated using 5Y monthly returns for the back-histories.  

The methodology used is explained in the paragraphs below.  

 

1. Computation of Beta 
 

Sum beta has been considered for computing the measure of how an individual asset moves when compared to the 
increase/decrease in the market returns. 

Key points: 

• Sum Beta has been computed based on 5Y monthly returns of the stock and the market  

• The reference index considered for market return is NIFTY50 

• In determining the beta for the portfolio/decile, the market-cap of the constituents has been applied as 
weights to the sum beta of individual stocks 

 

2. Equity risk premia 
 

Equity risk premia (“ERP”) have been estimated as a difference between the average returns on the NIFTY 50 Total 
Return index and the average return on 10Y G-Sec bonds. To maintain consistency between the data sets, equity 
premium basis the historical performance has been considered for computing the size premium which is also based 
on the historical performance.  

Key points: 

• NIFTY 50 Total Return index details are available from June 1999 onwards. Therefore, for the period before 
the year 2000, total index return has been computed using the capital gain and dividend yield on the 
SENSEX 

• The return on 10Y G-Sec bonds includes the coupon at the start of the year and the price change due to the 
interest rate changes. 
 

3. Comparative portfolio returns  
 

The CAPM return over risk-free returns for each portfolio/decile is computed as a product of the average sum beta 
and the ERP. 
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UNIT 5 –SIZE PREMIUM 

 

1. Computation of return over risk-free return 
 

For estimating the size premium, actual return above risk-free return is compared to return over risk-free return as 
predicted by the CAPM. The difference in excess return, if any above the beta-adjusted risk is attributed to the size 
difference. 

 

1.1. Actual return in excess of risk-free return 
For computing the actual return over the risk-free rate, the estimated return on risk-free bonds (10-year zero-
coupon bonds issued by the Govt. of India) was reduced from the portfolio return.  

 

1.2. Return over risk-free return as predicted by the CAPM 
For estimating the return over risk-free return as predicted by the CAPM, equity risk premium (“ERP”) 
estimated based on historical returns was multiplied with the sum beta to estimate the beta-adjusted risk 
premium. NIFTY Total return index is the base for estimating the historical ERP. 

 

2. Key aspects to note  
 

Key aspects of size premium: 

• Size premium varies over the time frame 

• Average returns vary: 
o Smaller firms outperformed 59 per cent of the times the large firms in average return over the 29-

year horizon. 

• Size premium is not linear 

• Size premium is more pronounced in the extended period of 1995 to 2023 compared to 2007 to 2023 

• Size effect has diminished during the period 2007 to 2023 

 

3. Smoothening using regression 
 

The size premium has been smoothed using cross-sectional regression. The average market capitalisation of the 
portfolio as of the latest period has been used as the independent variable with the size premium as the dependent 
variable. Estimation of size premium using portfolio sales and operating profit has also been performed. 

Depending on the length of the observable period, the size premium varies in India. We considered it appropriate to 
analyse the outcome using the following time frame: a) 29-year period: 1995 to 2023 and b) 17-year period: 2007 to 
2023. 
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Table 4: Size premium (1995-2023) smoothed using Market capitalization 

 

 

 

Figure 6: Size premium (1995-2023) regressed against Average Market Capitalization 

 

  

1995-2023

Decile SUM Beta

Annual 

return 

(Arithmetic 

mean)

Return in

Excess of

Risk-free 

Rate

(actual)

Return in

Excess of

Risk-free Rate

(as predicted 

by

CAPM)

Size

Premium

Average 

M.Cap (INR 

crore)

Smoothed 

Size 

Premium

1-Largest 1.12            15.5% 5.7% 6.9% -1.2% 2,41,223         2.6%

2 1.01            24.0% 14.3% 6.2% 8.1% 53,529           5.6%

3 1.05            23.4% 13.6% 6.5% 7.2% 26,190           7.0%

4 1.19            25.4% 15.6% 7.3% 8.3% 13,583           8.3%

5 1.34            28.9% 19.1% 8.2% 10.9% 8,339             9.3%

6 1.39            29.3% 19.6% 8.5% 11.0% 4,944             10.4%

7 1.37            32.3% 22.5% 8.4% 14.1% 2,789             11.5%

8 1.37            31.5% 21.7% 8.4% 13.3% 1,475             12.8%

9 1.33            29.3% 19.6% 8.2% 11.4% 627                14.5%

10-smallest 1.18            33.4% 23.7% 7.3% 16.4% 140                17.4%

Large-Cap 1-2 1.11            16.7% 6.9% 6.8% 0.1% 1,47,872         3.6%

Mid-Cap 3-5 1.15            25.0% 15.3% 7.0% 8.2% 15,405           8.1%

Small-Cap 6-8 1.38            31.0% 21.2% 8.5% 12.8% 2,840             11.5%
Micro-Cap 9-10 1.28            31.0% 21.3% 7.9% 13.4% 292                16.0%

y = -0.0457x + 0.2725
R² = 0.8054
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Table 5: Size premium (2007-2023) smoothed using Market capitalization 

 

 

 

Figure 7: Size premium (2007-2023) regressed against Average Market Capitalization 

 

 

Key points: 

• We observe that risk that underlies the size changes over time. This implies that firm size may not be a 
completely adequate proxy for defining company-specific risks.  

  

2007-2023

Decile SUM Beta

Annual 

return 

(Arithmetic 

mean)

Return in

Excess of

Risk-free 

Rate

(actual)

Return in

Excess of

Risk-free Rate

(as predicted 

by

CAPM)

Size

Premium

Average 

M.Cap (INR 

crore)

Smoothed 

Size 

Premium

1-Largest 1.12            14.0% 6.2% 8.8% -2.6% 2,41,223         0.0%

2 1.01            24.5% 16.7% 7.9% 8.8% 53,529           3.6%

3 1.05            21.4% 13.6% 8.3% 5.3% 26,190           5.3%

4 1.19            21.4% 13.6% 9.4% 4.3% 13,583           6.8%

5 1.34            25.2% 17.4% 10.5% 6.9% 8,339             8.0%

6 1.39            27.3% 19.5% 10.9% 8.6% 4,944             9.2%

7 1.37            31.8% 24.0% 10.8% 13.2% 2,789             10.6%

8 1.37            30.8% 23.0% 10.8% 12.3% 1,475             12.1%

9 1.33            31.0% 23.2% 10.5% 12.7% 627                14.1%

10-smallest 1.18            34.8% 27.0% 9.3% 17.7% 140                17.6%

Large-Cap 1-2 1.11            15.5% 7.8% 8.7% -0.9% 1,47,872         1.2%

Mid-Cap 3-5 1.15            22.1% 14.3% 9.0% 5.3% 15,405           6.5%

Small-Cap 6-8 1.38            29.5% 21.7% 10.8% 10.9% 2,840             10.5%
Micro-Cap 9-10 1.28            32.0% 24.2% 10.1% 14.2% 292                15.9%

y = -0.0544x + 0.2932
R² = 0.8257
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Table 6: Size premium (1995-2023) smoothed using sales 

            

 

 

Figure 8: Size premium (1995-2023) regressed against sales 

 

  

1995-2023

Decile SUM Beta

Annual 

return 

(Arithmetic 

mean)

Return in

Excess of

Risk-free 

Rate

(actual)

Return in

Excess of

Risk-free Rate

(as predicted 

by

CAPM)

Size

Premium

Median Sales 

(INR million)

Smoothed 

Size 

Premium

1-Largest 1.12            15.5% 5.7% 6.9% -1.2% 4,40,572         2.5%

2 1.01            24.0% 14.3% 6.2% 8.1% 1,12,689         5.8%

3 1.05            23.4% 13.6% 6.5% 7.2% 49,097           7.9%

4 1.19            25.4% 15.6% 7.3% 8.3% 43,895           8.2%

5 1.34            28.9% 19.1% 8.2% 10.9% 25,611           9.5%

6 1.39            29.3% 19.6% 8.5% 11.0% 19,378           10.2%

7 1.37            32.3% 22.5% 8.4% 14.1% 14,185           10.9%

8 1.37            31.5% 21.7% 8.4% 13.3% 7,733             12.4%

9 1.33            29.3% 19.6% 8.2% 11.4% 3,815             14.2%

10-smallest 1.18            33.4% 23.7% 7.3% 16.4% 845                17.9%

Large-Cap 1-2 1.11            16.7% 6.9% 6.8% 0.1% 1,94,804         4.5%

Mid-Cap 3-5 1.15            25.0% 15.3% 7.0% 8.2% 37,506           8.5%

Small-Cap 6-8 1.38            31.0% 21.2% 8.5% 12.8% 12,298           11.3%
Micro-Cap 9-10 1.28            31.0% 21.3% 7.9% 13.4% 1,351             16.7%

y = -0.0568x + 0.3454
R² = 0.7998
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Table 7: Size premium (2007-2023) smoothed using sales 

  

  
 

Figure 9: Size premium (2007-2023) regressed against sales 

 

  

2007-2023

Decile SUM Beta

Annual 

return 

(Arithmetic 

mean)

Return in

Excess of

Risk-free 

Rate

(actual)

Return in

Excess of

Risk-free Rate

(as predicted 

by

CAPM)

Size

Premium

Median Sales 

(INR million)

Smoothed 

Size 

Premium

1-Largest 1.12            14.0% 6.2% 8.8% -2.6% 4,40,572         -0.2%

2 1.01            24.5% 16.7% 7.9% 8.8% 1,12,689         3.8%

3 1.05            21.4% 13.6% 8.3% 5.3% 49,097           6.2%

4 1.19            21.4% 13.6% 9.4% 4.3% 43,895           6.6%

5 1.34            25.2% 17.4% 10.5% 6.9% 25,611           8.2%

6 1.39            27.3% 19.5% 10.9% 8.6% 19,378           9.0%

7 1.37            31.8% 24.0% 10.8% 13.2% 14,185           9.9%

8 1.37            30.8% 23.0% 10.8% 12.3% 7,733             11.7%

9 1.33            31.0% 23.2% 10.5% 12.7% 3,815             13.8%

10-smallest 1.18            34.8% 27.0% 9.3% 17.7% 845                18.2%

Large-Cap 1-2 1.11            15.5% 7.8% 8.7% -0.9% 1,94,804         2.2%

Mid-Cap 3-5 1.15            22.1% 14.3% 9.0% 5.3% 37,506           7.0%

Small-Cap 6-8 1.38            29.5% 21.7% 10.8% 10.9% 12,298           10.3%
Micro-Cap 9-10 1.28            32.0% 24.2% 10.1% 14.2% 1,351             16.8%

y = -0.0679x + 0.3809
R² = 0.8253
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Table 8: Size premium (1995-2023) smoothed using operating profit  

  

 

 

Figure 10: Size premium (1995-2023) regressed against operating profit  

 

1995-2023

Decile SUM Beta

Annual 

return 

(Arithmetic 

mean)

Return in

Excess of

Risk-free 

Rate

(actual)

Return in

Excess of

Risk-free Rate

(as predicted 

by

CAPM)

Size

Premium

Median 

Operating 

Profits (INR 

million)

Smoothed 

Size 

Premium

1-Largest 1.12            15.5% 5.7% 6.9% -1.2% 88,209           2.9%

2 1.01            24.0% 14.3% 6.2% 8.1% 19,642           6.0%

3 1.05            23.4% 13.6% 6.5% 7.2% 9,317             7.5%

4 1.19            25.4% 15.6% 7.3% 8.3% 6,659             8.2%

5 1.34            28.9% 19.1% 8.2% 10.9% 4,179             9.2%

6 1.39            29.3% 19.6% 8.5% 11.0% 2,563             10.2%

7 1.37            32.3% 22.5% 8.4% 14.1% 1,878             10.9%

8 1.37            31.5% 21.7% 8.4% 13.3% 1,006             12.2%

9 1.33            29.3% 19.6% 8.2% 11.4% 374                14.3%

10-smallest 1.18            33.4% 23.7% 7.3% 16.4% 61                  18.0%

Large-Cap 1-2 1.11            16.7% 6.9% 6.8% 0.1% 35,114           4.8%

Mid-Cap 3-5 1.15            25.0% 15.3% 7.0% 8.2% 6,351             8.3%

Small-Cap 6-8 1.38            31.0% 21.2% 8.5% 12.8% 1,614             11.2%
Micro-Cap 9-10 1.28            31.0% 21.3% 7.9% 13.4% 130                16.5%

y = -0.048x + 0.2661
R² = 0.7796
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Table 9: Size premium (2007-2023) smoothed using operating profit  

  

 

 

Figure 11: Size premium (2007-2023) regressed against operating profit  

  

2007-2023

Decile SUM Beta

Annual 

return 

(Arithmetic 

mean)

Return in

Excess of

Risk-free 

Rate

(actual)

Return in

Excess of

Risk-free Rate

(as predicted 

by

CAPM)

Size

Premium

Median 

Operating 

Profits (INR 

million)

Smoothed 

Size 

Premium

1-Largest 1.12            14.0% 6.2% 8.8% -2.6% 88,209           0.2%

2 1.01            24.5% 16.7% 7.9% 8.8% 19,642           3.9%

3 1.05            21.4% 13.6% 8.3% 5.3% 9,317             5.8%

4 1.19            21.4% 13.6% 9.4% 4.3% 6,659             6.7%

5 1.34            25.2% 17.4% 10.5% 6.9% 4,179             7.8%

6 1.39            27.3% 19.5% 10.9% 8.6% 2,563             9.1%

7 1.37            31.8% 24.0% 10.8% 13.2% 1,878             9.9%

8 1.37            30.8% 23.0% 10.8% 12.3% 1,006             11.4%

9 1.33            31.0% 23.2% 10.5% 12.7% 374                13.9%

10-smallest 1.18            34.8% 27.0% 9.3% 17.7% 61                  18.5%

Large-Cap 1-2 1.11            15.5% 7.8% 8.7% -0.9% 35,114           2.5%

Mid-Cap 3-5 1.15            22.1% 14.3% 9.0% 5.3% 6,351             6.8%

Small-Cap 6-8 1.38            29.5% 21.7% 10.8% 10.9% 1,614             10.2%
Micro-Cap 9-10 1.28            32.0% 24.2% 10.1% 14.2% 130                16.6%
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R² = 0.8217
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APPENDICES – SUMMARY OF SIZE PREMIA BY 
PORTFOLIO/DECILES 
 

From 1995 to 2023 

Table 10: Large-cap size premia2 

 

From 1995 to 2023 

  

 
2 Market benchmark used for beta and equity risk premia estimation: NIFTY50. Arithmetic mean is used for computing the annual 

returns.  

To the From the beginning of

end of 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

1995 11.0%

1996 6.2% 0.0%

1997 5.5% 1.9% 3.6%

1998 4.8% 1.9% 2.5% 1.3%

1999 4.2% 2.4% 3.4% 3.3% 7.8%

2000 5.1% 1.8% 1.1% 0.1% -5.1% 4.3%

2001 7.4% 4.7% 4.4% 4.5% 1.5% 12.2% 17.2%

2002 1.6% 0.6% 1.0% 0.5% 1.7% -2.4% 2.1% 10.1%

2003 1.9% 1.3% 1.9% 1.7% 3.4% -0.5% 4.0% 10.7% 12.9%

2004 2.6% 2.0% 2.5% 2.4% 3.6% 1.2% 4.6% 8.6% 8.1% 6.4%

2005 2.7% 2.0% 2.4% 2.2% 3.1% 1.5% 3.9% 6.1% 4.6% 3.7% 1.5%

2006 2.3% 1.7% 2.0% 1.8% 2.5% 1.1% 3.0% 4.6% 3.0% 1.9% 0.0% -1.5%

2007 2.7% 2.1% 2.4% 2.3% 2.8% 1.9% 3.5% 4.6% 3.2% 3.0% 2.2% 3.3%

2008 0.8% -0.7% -1.2% -1.6% -2.8% -1.6% -2.3% -4.4% -8.4% -6.1% -8.1% -5.0%

2009 0.8% -0.3% -0.5% -0.9% -1.4% -1.1% -1.1% -2.0% -4.7% -3.7% -5.1% -3.7%

2010 0.4% -0.7% -0.9% -1.2% -1.7% -1.6% -1.5% -2.3% -4.5% -4.0% -5.2% -4.4%

2011 1.3% 0.6% 0.6% 0.4% 0.4% 0.0% 0.6% 0.6% -0.8% -0.8% -1.5% -1.1%

2012 1.6% 1.1% 1.2% 1.0% 1.3% 0.6% 1.4% 1.8% 0.9% 0.5% -0.1% -0.1%

2013 0.8% 0.1% 0.1% -0.1% -0.1% -0.5% 0.0% 0.0% -1.2% -1.2% -1.9% -1.7%

2014 1.5% 1.1% 1.2% 1.0% 1.3% 0.6% 1.4% 1.8% 1.0% 0.6% 0.2% 0.1%

2015 1.0% 0.5% 0.5% 0.4% 0.4% 0.0% 0.5% 0.6% -0.3% -0.4% -0.9% -0.7%

2016 1.0% 0.5% 0.6% 0.4% 0.5% 0.1% 0.6% 0.7% -0.2% -0.3% -0.7% -0.5%

2017 1.1% 0.6% 0.6% 0.5% 0.5% 0.2% 0.6% 0.7% -0.1% -0.1% -0.5% -0.3%

2018 0.5% 0.0% 0.0% -0.2% -0.3% -0.5% -0.2% -0.2% -1.1% -1.0% -1.4% -1.2%

2019 0.6% 0.1% 0.2% 0.0% 0.0% -0.3% 0.1% 0.1% -0.6% -0.7% -1.1% -0.9%

2020 0.6% 0.2% 0.2% 0.0% 0.0% -0.2% 0.1% 0.1% -0.6% -0.6% -0.9% -0.8%

2021 1.2% 0.8% 0.9% 0.8% 0.9% 0.5% 1.0% 1.2% 0.7% 0.4% 0.1% 0.2%

2022 0.7% 0.3% 0.3% 0.1% 0.2% -0.1% 0.2% 0.3% -0.3% -0.4% -0.7% -0.6%

2023 0.1% -0.4% -0.4% -0.6% -0.7% -0.8% -0.6% -0.8% -1.5% -1.4% -1.6% -1.4%

To the From the beginning of

end of 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

2006

2007 9.6%

2008 2.6% 17.3%

2009 -0.5% 1.0% -5.2%

2010 -2.4% -2.5% -6.5% -9.6%

2011 0.0% -1.2% -0.7% -3.7% -0.3%

2012 0.4% -1.3% 0.3% -3.3% -2.1% -1.5%

2013 -1.0% -2.0% -1.8% -3.6% -2.5% -3.5% -3.8%

2014 0.4% -1.0% 0.4% -2.0% -1.2% -0.5% -0.2% 3.6%

2015 -0.2% -1.0% -0.5% -1.8% -0.9% -0.8% -0.2% 1.6% 1.7%

2016 0.0% -0.8% -0.3% -1.4% -0.5% -0.4% 0.2% 1.6% 1.6% 1.4%

2017 0.2% -0.4% 0.0% -0.8% 0.0% 0.2% 0.8% 1.9% 2.2% 2.3% 3.2%

2018 -0.6% -1.0% -1.0% -1.5% -0.8% -0.9% -0.4% 0.2% 0.3% -0.5% -1.7% -5.6%

2019 -0.5% -1.1% -0.8% -1.6% -1.0% -1.0% -0.7% -0.2% -0.5% -1.1% -2.0% -4.6% -3.7%

2020 -0.4% -0.8% -0.6% -1.2% -0.7% -0.7% -0.4% 0.1% 0.0% -0.4% -0.9% -2.2% -0.6% 2.5%

2021 0.4% -0.3% 0.3% -0.6% -0.2% 0.1% 0.2% 0.8% 0.4% 0.4% 0.2% -0.9% 0.6% 2.7% 2.6%

2022 -0.3% -0.7% -0.5% -1.1% -0.6% -0.6% -0.4% 0.0% -0.2% -0.4% -0.7% -1.6% -0.6% 0.4% -0.7% -2.8%

2023 -0.9% -1.1% -1.2% -1.4% -0.9% -1.1% -0.8% -0.5% -0.5% -0.9% -1.3% -1.8% -1.1% -0.4% -1.3% -1.6% 0.0%
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From 1995 to 2023 

Table 11: Mid-cap size premia3 

 

From 1995 to 2023 

 

  

 
3   Market benchmark used for beta and equity risk premia estimation: NIFTY50. Arithmetic mean is used for computing the annual 

returns. 

To the From the beginning of

end of 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

1995 -14.4%

1996 -7.0% -12.5%

1997 0.3% -2.2% 4.7%

1998 11.1% 12.0% 21.6% 38.4%

1999 10.1% 12.3% 20.2% 27.9% 26.0%

2000 7.0% 8.0% 12.7% 15.3% 7.5% -8.7%

2001 7.0% 7.4% 10.8% 12.3% 5.2% -1.6% 2.7%

2002 10.1% 11.2% 14.7% 16.7% 12.9% 9.9% 18.7% 36.8%

2003 13.9% 16.0% 20.2% 22.9% 22.5% 19.2% 30.7% 50.5% 69.0%

2004 14.2% 16.2% 19.9% 22.1% 21.6% 18.9% 27.4% 39.4% 43.1% 17.4%

2005 14.7% 16.6% 20.1% 22.1% 22.0% 19.0% 26.4% 35.9% 37.7% 19.9% 21.6%

2006 13.2% 15.0% 18.0% 19.5% 19.2% 16.0% 21.8% 28.7% 28.5% 12.9% 10.2% -2.5%

2007 13.4% 14.8% 17.4% 18.7% 18.0% 15.8% 20.3% 25.2% 23.8% 12.5% 10.8% 6.9%

2008 10.1% 10.0% 11.3% 11.9% 9.0% 9.5% 10.4% 10.1% 4.6% -1.8% -5.3% -5.5%

2009 10.1% 10.1% 11.4% 11.9% 9.3% 9.6% 10.6% 10.5% 6.0% 0.5% -1.9% -1.6%

2010 9.4% 9.4% 10.6% 11.1% 8.8% 8.7% 9.7% 9.7% 5.8% 0.6% -1.5% -1.6%

2011 10.2% 10.6% 12.0% 12.5% 11.0% 10.1% 11.7% 12.7% 10.0% 4.5% 3.1% 2.3%

2012 9.6% 9.9% 11.1% 11.6% 10.0% 9.3% 10.6% 11.3% 8.7% 3.9% 2.5% 2.0%

2013 7.7% 7.8% 8.7% 8.9% 7.1% 6.6% 7.4% 7.5% 4.6% 0.4% -1.1% -1.5%

2014 8.5% 8.7% 9.6% 9.9% 8.3% 7.9% 8.7% 9.0% 6.5% 2.7% 1.6% 1.4%

2015 8.7% 8.7% 9.6% 9.9% 8.3% 8.0% 8.7% 8.8% 6.4% 3.2% 2.3% 2.4%

2016 8.0% 8.0% 8.8% 9.0% 7.3% 7.2% 7.7% 7.6% 5.1% 2.4% 1.5% 1.8%

2017 8.7% 8.8% 9.6% 9.8% 8.4% 8.2% 8.8% 8.9% 6.8% 4.1% 3.4% 3.5%

2018 7.9% 8.1% 8.9% 9.1% 7.9% 7.3% 8.0% 8.4% 6.5% 3.5% 2.7% 2.5%

2019 7.9% 8.2% 9.1% 9.3% 8.3% 7.3% 8.3% 9.0% 7.5% 4.1% 3.3% 2.6%

2020 6.4% 6.4% 7.0% 7.1% 5.8% 5.4% 5.8% 5.8% 4.0% 1.4% 0.6% 0.5%

2021 7.8% 8.0% 8.7% 8.9% 8.0% 7.2% 8.0% 8.4% 7.0% 4.2% 3.5% 3.1%

2022 7.7% 8.0% 8.7% 8.9% 8.1% 7.2% 8.0% 8.6% 7.3% 4.5% 3.8% 3.3%

2023 8.2% 8.5% 9.3% 9.4% 8.7% 7.9% 8.7% 9.3% 8.1% 5.4% 4.8% 4.3%

To the From the beginning of

end of 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

2006

2007 20.3%

2008 6.5% 22.4%

2009 7.3% 14.8% 9.3%

2010 4.4% 7.3% 2.7% -8.1%

2011 6.2% 6.2% 7.0% -3.0% -1.6%

2012 5.5% 5.7% 5.5% -0.8% 1.3% 3.2%

2013 1.5% 1.9% -0.2% -4.8% -4.1% -7.2% -15.6%

2014 4.2% 4.7% 3.8% 0.6% 2.3% 2.6% 3.0% 21.6%

2015 5.3% 6.1% 5.1% 3.2% 5.2% 5.8% 7.6% 19.2% 18.1%

2016 4.6% 5.7% 4.2% 3.1% 5.0% 5.0% 6.5% 13.8% 11.5% 3.8%

2017 6.0% 6.8% 6.0% 4.7% 6.4% 7.0% 8.3% 14.2% 12.2% 9.3% 15.3%

2018 4.2% 4.2% 4.0% 1.8% 2.6% 3.1% 3.1% 6.8% 2.7% -1.8% -3.9% -25.6%

2019 3.7% 3.0% 3.6% 0.4% 0.7% 1.4% 0.7% 3.4% -1.5% -5.3% -7.4% -21.7% -18.3%

2020 2.1% 2.3% 1.5% 0.0% 0.6% 0.5% 0.4% 2.7% -0.4% -4.0% -5.7% -13.0% -6.6% 5.2%

2021 4.3% 4.0% 4.2% 2.0% 2.5% 3.1% 2.9% 5.2% 2.2% 0.1% -0.2% -5.1% 1.6% 11.5% 17.0%

2022 4.2% 3.6% 4.2% 1.8% 2.1% 2.8% 2.4% 4.4% 1.4% -0.3% -0.5% -4.9% 0.1% 6.3% 6.3% -5.8%

2023 5.3% 4.8% 5.4% 3.2% 3.6% 4.3% 4.1% 6.1% 3.6% 2.4% 2.6% -0.5% 4.4% 10.1% 11.3% 7.6% 21.0%
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From 1995 to 2023 

Table 12: Small-cap size premia4 

 

From 1995 to 2023 

 

  

 
4 Market benchmark used for beta and equity risk premia estimation: NIFTY50. Arithmetic mean is used for computing the annual 

returns. 

To the From the beginning of

end of 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

1995 10.4%

1996 -6.6% -13.7%

1997 -1.7% -10.8% -16.6%

1998 12.3% 11.1% 19.2% 55.1%

1999 13.8% 14.1% 21.3% 40.3% 29.8%

2000 9.6% 9.6% 14.2% 24.6% 13.1% -9.5%

2001 8.8% 8.7% 12.2% 19.4% 10.1% -3.0% 3.9%

2002 12.2% 12.9% 16.7% 23.5% 18.2% 10.5% 22.0% 43.5%

2003 17.7% 19.5% 24.1% 30.9% 29.2% 23.9% 37.7% 59.4% 78.4%

2004 18.9% 20.5% 24.5% 30.4% 28.6% 24.9% 35.0% 47.9% 51.1% 27.0%

2005 20.6% 22.5% 26.4% 31.9% 31.0% 27.2% 36.5% 47.6% 50.4% 34.8% 41.5%

2006 17.0% 18.2% 21.2% 25.5% 23.7% 19.9% 26.1% 32.4% 30.4% 14.6% 8.1% -22.8%

2007 17.9% 19.2% 22.1% 26.0% 24.5% 21.1% 26.7% 32.3% 30.8% 18.5% 15.4% 3.0%

2008 13.7% 13.4% 15.0% 17.8% 14.0% 13.4% 15.2% 15.2% 9.2% 1.5% -3.7% -10.6%

2009 13.2% 12.4% 13.5% 16.0% 11.7% 12.3% 12.9% 11.3% 4.9% 0.3% -3.6% -6.0%

2010 13.6% 13.4% 14.7% 17.1% 13.9% 13.4% 14.7% 14.6% 10.1% 4.9% 1.9% -0.9%

2011 13.2% 13.1% 14.3% 16.6% 13.7% 12.9% 14.3% 14.4% 10.4% 5.4% 2.9% 0.2%

2012 13.2% 13.2% 14.4% 16.5% 14.0% 12.9% 14.4% 14.9% 11.5% 6.7% 4.5% 1.9%

2013 10.7% 10.4% 11.3% 13.0% 10.2% 9.5% 10.3% 9.9% 6.1% 2.0% -0.3% -2.4%

2014 12.5% 12.2% 13.1% 14.9% 12.3% 11.8% 12.7% 12.4% 9.2% 5.8% 4.2% 2.9%

2015 14.0% 14.0% 15.0% 16.8% 14.6% 14.0% 15.1% 15.3% 12.7% 9.5% 8.2% 7.1%

2016 12.8% 12.6% 13.4% 15.0% 12.6% 12.4% 13.1% 12.8% 10.0% 7.4% 6.1% 5.4%

2017 14.4% 14.3% 15.3% 16.9% 14.8% 14.5% 15.4% 15.5% 13.1% 10.6% 9.7% 9.1%

2018 12.6% 12.5% 13.3% 14.8% 12.8% 12.2% 13.1% 13.1% 10.8% 8.1% 7.1% 6.1%

2019 11.3% 11.3% 12.1% 13.4% 11.6% 10.7% 11.6% 11.8% 9.7% 6.7% 5.5% 4.1%

2020 9.8% 9.5% 10.0% 11.1% 9.0% 8.7% 9.0% 8.5% 6.0% 3.9% 2.9% 2.2%

2021 12.0% 11.9% 12.7% 13.9% 12.2% 11.6% 12.3% 12.3% 10.4% 8.1% 7.2% 6.4%

2022 11.8% 11.7% 12.5% 13.6% 12.0% 11.4% 12.1% 12.2% 10.4% 8.0% 7.2% 6.3%

2023 12.8% 12.8% 13.5% 14.7% 13.2% 12.5% 13.3% 13.5% 11.9% 9.7% 8.9% 8.1%

To the From the beginning of

end of 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

2006

2007 27.6%

2008 6.4% 14.8%

2009 10.3% 23.4% 15.9%

2010 10.1% 14.5% 13.8% -4.5%

2011 8.8% 10.8% 10.5% -2.5% -1.8%

2012 8.7% 9.4% 10.2% -0.6% -0.1% 4.1%

2013 3.6% 4.6% 2.5% -5.1% -5.4% -8.0% -17.1%

2014 9.0% 10.8% 9.8% 5.5% 8.0% 10.6% 15.6% 48.3%

2015 12.6% 14.0% 14.4% 10.6% 13.4% 17.2% 22.1% 41.8% 32.8%

2016 10.6% 12.4% 11.6% 9.1% 11.5% 13.5% 16.9% 28.2% 18.7% 2.5%

2017 13.9% 15.4% 15.6% 13.3% 15.7% 18.5% 21.9% 31.6% 25.7% 21.8% 41.6%

2018 10.1% 10.9% 10.9% 8.0% 9.4% 11.0% 12.5% 18.4% 10.3% 2.8% 3.4% -35.8%

2019 7.3% 7.2% 7.6% 3.8% 4.3% 5.5% 5.6% 9.4% 0.4% -7.2% -9.7% -37.3% -39.1%

2020 5.9% 7.0% 5.8% 4.0% 5.0% 5.2% 6.0% 9.3% 3.3% -3.2% -4.8% -19.3% -10.8% 17.5%

2021 9.5% 10.1% 10.1% 7.7% 8.7% 9.8% 10.6% 14.1% 8.7% 4.8% 5.5% -3.9% 6.7% 29.6% 40.9%

2022 9.1% 9.4% 9.6% 7.1% 7.9% 9.0% 9.5% 12.4% 7.4% 3.9% 4.4% -3.5% 4.5% 19.1% 19.4% -3.2%

2023 10.9% 11.2% 11.5% 9.3% 10.1% 11.3% 12.0% 14.9% 10.6% 8.1% 9.1% 3.2% 10.9% 23.5% 25.1% 16.4% 35.9%
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From 1995 to 2023 

Table 13: Micro-cap size premia5 

 

From 1995 to 2023 

 

  

 
5   Market benchmark used for beta and equity risk premia estimation: NIFTY50. Arithmetic mean is used for computing the annual 

returns. 

To the From the beginning of

end of 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

1995 -7.6%

1996 -22.7% -33.2%

1997 -16.2% -26.5% -28.7%

1998 -6.0% -9.2% -1.5% 25.7%

1999 0.3% 0.0% 8.7% 27.4% 31.6%

2000 -1.5% -1.2% 5.6% 17.1% 16.9% -8.5%

2001 -2.2% -1.5% 4.1% 12.4% 11.8% -6.5% -1.2%

2002 4.1% 5.1% 10.7% 18.7% 19.0% 11.2% 21.1% 39.4%

2003 9.8% 11.8% 17.7% 25.5% 27.7% 22.7% 34.1% 51.6% 65.8%

2004 15.6% 17.6% 23.3% 30.8% 32.8% 31.3% 41.0% 53.2% 59.8% 61.6%

2005 16.9% 19.5% 25.1% 31.9% 34.9% 31.6% 41.0% 52.5% 58.3% 51.4% 38.9%

2006 13.3% 15.1% 19.7% 25.1% 26.6% 23.2% 29.2% 35.7% 35.5% 24.4% 5.0% -26.6%

2007 16.0% 18.2% 22.7% 27.9% 30.0% 26.6% 32.7% 39.4% 40.5% 31.8% 20.9% 10.8%

2008 11.6% 12.2% 15.2% 19.2% 18.5% 17.7% 19.8% 20.5% 16.3% 11.2% -0.8% -6.8%

2009 9.5% 9.2% 11.4% 14.7% 12.7% 13.5% 13.6% 11.7% 5.8% 3.3% -7.2% -9.5%

2010 10.8% 11.1% 13.6% 16.9% 16.0% 15.3% 16.7% 16.7% 13.0% 9.1% 0.9% -2.2%

2011 11.4% 12.2% 14.8% 18.0% 17.8% 16.2% 18.2% 19.4% 17.0% 12.2% 5.2% 1.6%

2012 10.3% 10.9% 13.2% 16.0% 15.6% 14.2% 15.7% 16.3% 13.6% 9.5% 3.2% 0.3%

2013 8.5% 8.8% 10.8% 13.3% 12.6% 11.3% 12.4% 12.5% 9.6% 5.8% -0.2% -2.9%

2014 8.6% 8.6% 10.3% 12.6% 11.5% 11.1% 11.5% 10.8% 7.6% 5.3% 0.1% -1.1%

2015 12.8% 13.4% 15.4% 17.9% 17.6% 16.7% 18.0% 18.6% 16.7% 14.0% 9.8% 8.5%

2016 12.1% 12.4% 14.3% 16.5% 16.0% 15.4% 16.4% 16.5% 14.4% 12.2% 8.3% 7.5%

2017 13.2% 13.7% 15.6% 17.8% 17.5% 16.8% 17.9% 18.2% 16.5% 14.4% 10.9% 10.1%

2018 11.6% 12.1% 13.9% 15.9% 15.6% 14.6% 15.7% 16.1% 14.5% 12.0% 8.5% 7.2%

2019 10.0% 10.5% 12.2% 14.1% 13.9% 12.5% 13.6% 14.2% 12.7% 9.8% 6.3% 4.6%

2020 9.5% 9.7% 11.1% 12.8% 12.3% 11.6% 12.1% 12.1% 10.2% 8.3% 5.1% 4.2%

2021 13.1% 13.6% 15.2% 17.1% 16.9% 16.0% 17.0% 17.5% 16.3% 14.2% 11.4% 10.6%

2022 12.7% 13.2% 14.7% 16.4% 16.2% 15.4% 16.3% 16.7% 15.5% 13.5% 10.9% 10.0%

2023 13.4% 13.9% 15.4% 17.1% 17.0% 16.2% 17.1% 17.6% 16.5% 14.6% 12.1% 11.4%

To the From the beginning of

end of 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

2006

2007 43.8%

2008 12.6% 11.4%

2009 7.5% 14.0% -5.9%

2010 9.0% 8.0% 5.3% -5.6%

2011 9.2% 5.0% 7.6% -5.3% -9.8%

2012 6.9% 4.0% 4.5% -3.4% -4.0% -0.4%

2013 2.7% 0.0% -1.1% -7.6% -9.0% -10.5% -19.5%

2014 5.2% 5.2% 2.6% 1.5% 3.8% 4.7% 10.5% 40.3%

2015 14.0% 13.2% 14.5% 12.6% 15.6% 21.2% 28.6% 52.7% 57.4%

2016 12.8% 12.7% 12.9% 12.1% 14.9% 18.6% 24.1% 38.6% 35.5% 11.6%

2017 14.8% 14.5% 15.4% 14.4% 17.0% 20.7% 25.3% 36.5% 33.0% 20.4% 29.9%

2018 10.9% 9.7% 10.8% 8.5% 9.7% 12.4% 14.4% 21.1% 13.9% -0.2% -5.3% -43.0%

2019 7.6% 5.8% 6.9% 3.8% 4.2% 6.2% 6.7% 11.0% 2.6% -10.3% -16.8% -42.5% -42.3%

2020 7.6% 7.1% 6.8% 5.6% 6.6% 7.8% 9.2% 13.3% 7.9% -2.3% -5.8% -17.3% -4.2% 34.0%

2021 13.7% 13.0% 14.1% 12.6% 13.9% 16.1% 17.9% 22.5% 18.6% 12.3% 12.8% 7.9% 24.8% 58.4% 82.0%

2022 13.1% 12.4% 13.2% 11.9% 13.0% 15.0% 16.5% 20.5% 16.8% 11.2% 11.3% 7.2% 19.7% 40.4% 43.3% 4.9%

2023 14.2% 13.5% 14.5% 13.3% 14.4% 16.3% 17.7% 21.5% 18.2% 13.5% 14.1% 10.9% 21.7% 37.7% 38.7% 17.0% 28.9%
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