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Introduction

We have been always told that balance is key to life. Balance is nothing but an even distribution
of weight enabling someone or something to remain upright and steady. The domain of financial
market is no exception to the above principle. In this second edition of whitepaper on Nifty
LargeMidcap 250, we shall see how the index continues to hold and maintain such balance
between Nifty 100 (the large cap index) and Nifty Midcap 150 (the mid-cap index). Nifty 100 and
Nifty Midcap 150 are two popular broad-market indices that individually represent performance
of Large-cap and Mid-cap segments respectively. Nifty 100 represents the top 100 Large-cap
stocks based on full market capitalization. Nifty Midcap 150 represent the next pool of 150 stocks
based on full market capitalization which are classified as mid-caps stocks.

Nifty LargeMidcap 250 Index reflects the performance of a portfolio of Large-cap and Mid-cap
companies listed on NSE with 50% weight to each of the two capitalization segments. The Index
consists of 250 companies which are part of the underlying Nifty 100 and Nifty Midcap 150 indices.
Combining Large-cap and Mid-cap stocks provides a well-diversified portfolio to investors who
intend to track both large and midcap stocks.

Exhibit 1: Nifty LargeMidcap 250 index - a balanced combination of large and midcap stocks

Nifty 100 Nifty Midcap 150
(100 stocks) (150 stocks)
50% weightage 50% weightage
Nifty LargeMidcap 250

Of the top 250 stocks, based on full Market Capitalisation, large cap stocks (top 100) typically claim
~83% of total market capitalization and midcap stocks claim the remaining ~17% as on October
31, 2019. The Index provides equal weight allocation to largecap and midcap stocks. By giving
equal weight, the index seeks to balance between growth (mid-cap) and stability (large-cap) which
cannot be achieved if weighed on the basis of market capitalization due to skewness towards
largecap.




NIFTY LARGEMIDCAP 250 INDEX - A BALANCED FIT BETWEEN NIFTY 100 AND NIFTY

MIDCAP 150

The below graph and table show the performance of Nifty 100 (read large-caps), Nifty Midcap 150
(read mid-caps) and Nifty LargeMidcap 250 (read large & mid-caps) from April 2005 till October

2019.

Exhibit 2: Performance of Nifty 100 (PR), Nifty Midcap 150 (PR) and Nifty LargeMidcap 250 (PR) indices during various phases.
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Exhibit 3: Return & risk profile of Nifty LargeMidcap 250 (PR), Nifty100 (PR) and Nifty Midcap 150 (PR)

Jan-19
Jun-19

Oct-19

NIFTY NIFTY 100 NIFTY NIFTY NIFTY NIFTY NIFTY NIFTY 100 NIFTY
LargeMidcap Midcap 150 LargeMidcap| 100 Midcap 150 LargeMidcap Midcap 150
250 250 250
38.2 35.8 41.4 15.6 16.7 16.4 2.5 2.1 2.5
31.3 26.9 25.7 26.8 1.2 1.0

2019 YTD 2.87 8.34 217 14.66 14.56 15.57 0.2 0.57 NA*
2005 to 2019 12.98 12.91 13.33 21.07 21.96 21.72 0.61 0.59 0.61
(YTD)

*Data as on October 31, 2019




Large caps which are usually characterized by stable returns and lower volatility in long term tend
to tide over phases of economic downturn relatively better than mid-caps. However, during phase
of economic recoveries and mega bull runs largecaps generally underperform their mid-cap
counterparts. Stability in performance of large cap stocks (represented through the Nifty 100), as
shown by Exhibit 3, can be observed during global financial crisis of 2008 followed by global
economic slowdown in 2011 and the recent 2 year period of 2017-2019, where large caps
(represented through Niftyl00) have delivered better returns as compared to the midcaps
(represented through Nifty Midcap 150). The Nifty LargeMidcap 250, being blend of large and mid-
cap stocks, witnessed returns that are in-between the large and mid-caps. For instance, during the
falling market phase of 2011, Nifty LargeMidcap 250 gave a return of -29%, better than that of
Nifty Midcap 150, which gave a return of -32%, thereby shielding investors from losses. Likewise,
during rising market phase of 2007, Nifty LargeMidcap 250 gave a return of 69.4%, higher than
that of Nifty 100, which gave a return of 57.5%.

Since January 2018 mid-caps have delivered annualized returns of about -9%, whereas returns of
Nifty LargeMidcap 250 have been relatively better at -2% due to 50% allocation to large cap
segment.

The table also provides an interesting insight, with reference to the annualized volatility of the
index. The blending of large and midcap indices in the NIFTY LargeMidcap 250 has helped the
index in achieving volatility lower than the simple average of volatilities of NIFTY 100 and NIFTY
Midcap 150. In some cases, the volatility of the LargeMidcap 250 index is lower than volatilities
of both the indices (year 2005, 2006, 2010, 2012).

The since inception return of Nifty LargeMidcap 250 stood at 12.98% per annum. For Nifty 100
and Nifty Midcap 150, the returns for similar periods have been 12.91% and 13.33% respectively.

*Please not that Risk Return Ratio for years with Negative ratio is marked as NA in this edition, since the negative risk return ratios are not comparable




SECTOR LEVEL DIVERSIFICATION OF NIFTY LARGEMIDCAP 250

Exhibit 4: Portfolio comparison of Nifty LargeMidcap 250, Nifty 100 and Nifty midcap 150
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*Data as on October 31, 2019

Nifty 100 is exposed to 16 sectors whereas Nifty Midcap 150 is exposed to 17 sectors (one
additional sector being Healthcare services). Nifty LargeMidcap 250, being a union of the two
indices is exposed to all 17 sectors. Also, the aggregate weight of top 5 sectors in Nifty LargeMidcap
250is 73.8%, represented by Financial Services (30.7%), Consumer Goods (15.9%), Energy (11.8%),
IT (8.4%) and automobile (6.9%) as highlighted in Exhibit 4. The exposure to top 5 sectors for Nifty
100 and Nifty Midcap 150 stands at 83.7% and 68.2% respectively.

r: The weight of top 5 sectors in Nifty LargeMidcap 250 for November 2017 were 69.5%, represented by Financial Services (30.7%), Consumer Goods (12.0%), Energy
(11.3%), Automobile (8.5%) and IT (7.0%).




STOCK LEVEL DIVERSIFICATION OF NIFTY LARGEMIDCAP 250

Exhibit 5: Weightage of top 10 stocks

Company Name Weight Company Name Weight Company Name Weight
HDFC Bank Ltd. 9.40 | HDFC Bank Ltd. 4.77 | Info Edge (India) Ltd. 2.03
Reliance Industries Ltd. 8.86 | Reliance Industries Ltd. 4.43 | Federal Bank Ltd. 1.89
Housing Development Finance 6.50 | Housing Development Finance 3.28 | Voltas Ltd. 1.86
Corporation Ltd. Corporation Ltd.
ICICI Bank Ltd. 5.29 | ICICI Bank Ltd. 2.67 | City Union Bank Ltd. 1.76
Infosys Ltd. 4.44 | Infosys Ltd. 2.25 | Indraprastha Gas Ltd. 1.55
Tata Consultancy Services Ltd. 4.22 | Tata Consultancy Services Ltd. 2.10 | MRF Ltd. 1.54
ITC Ltd. 3.92 | ITCLtd. 2.00 | Apollo Hospitals Enterprise Ltd. 1.54
Kotak Mahindra Bank Ltd. 3.72 | Kotak Mahindra Bank Ltd. 1.90 | Tata Global Beverages Ltd. 1.49
Larsen & Toubro Ltd. 3.22 | Larsen & Toubro Ltd. 1.62 | REC Ltd. 1.47
Axis Bank Ltd. 2.90 | Axis Bank Ltd. 1.44 | RBL Bank Ltd. 1.46
Weight of top 10 stocks 52.45 | Weight of top 10 stocks 26.45 | Weight of top 10 stocks 16.6
Herfindahl - Hirschman Index 366 | Herfindahl - Hirschman Index 116 | Herfindahl - Hirschman Index 95
(HHI) value (HHI) value (HHI) value

*As on October 31, 2019

As on October 31, 2019, top 10 stocks in Nifty LargeMidcap 250 contributed ~27% to Index weight
(with individual weights ranging between 4.77% to 1.44%). This contribution is significantly
diversified than contribution of top 10 stocks in Nifty100, which constitute 52.5% of Index weight.
The contribution of top 10 stocks in Nifty Midcap 150 is 16.6%.

The Herfindahl - Hirschman Index (HHI)! value explains the degree of diversification in a portfolio,
where a lower value signifies a more diversified portfolio. Exhibit 5 provides that the HHI value of
Nifty LargeMidcap 250 at 116 is significantly better than that of Nifty 100, which has an HHI of 366.
NIFTY Midcap 150 has an HHI of 95. Though, the composition of top 10 Stocks in both Nifty 100
and Nifty LargeMidcap 250 is same, the level of diversification achieved is far greater in Nifty
LargeMidcap 250 as indicated by lower HHI value.

Exhibit 6: Largest, Smallest and Median stock within Nifty100, Nifty Midcap150 and Nifty LargeMid 250 by Full Market Capitalisation

Parameter Nifty 100 Nifty LargeMidcap 250 Nifty Midcap 150
Largest Stock Reliance Industries Ltd. Reliance Industries Ltd. Info Edge (India) Ltd.
Smallest Stock Tata Motors Ltd DVR H.E.G. Ltd. H.E.G. Ltd.
Median Stock InterGlobe Aviation Ltd. Bharat Forge Ltd. Relaxo Footwears Ltd.

*As on October 31, 2019

Exhibit 6 displays the largest, smallest and median stock ranked in descending order of full market
capitalization for various indices. NIFTY LargeMidcap 250 Index covers the entire spectrum of large
and midcap stocks. The largest stock in NIFTY LargeMidcap 250 is Reliance Industries Ltd., which
is also largest stock of Nifty 100, and the smallest stock is H.E.G. Ltd., which is the smallest stock
of Nifty Midcap 150.

1 : Herfindahl Hirschman Index (HHI) is calculated as sum of squares of percentage weight of each stock in the portfolio.




ROLLING RETURNS OF NIFTY LARGEMIDCAP 250
Exhibit 7: Rolling returns of Nifty LargeMidcap 250 (TR)
Investment Absolute returns Absolute returns Absolute returns Absolute returns  Absolute returns
Horizon (>15%) (>10% & <15%) (>5% & <10%) (>0% & <5%) (negative)

10 years 23% 71% 6% 0% 0%
7 years 23% 54% 23% 0% 0%
5 years 45% 27% 16% 11% 1%
3 years 42% 22% 18% 10% 8%
PAETS 46% 13% 11% 13% 17%
1year 48% 7% 10% 12% 23%

*As on October 31, 2019

It is noteworthy to analyze how Nifty LargeMidcap 250 has performed on Rolling Return basis.
Exhibit 7 provides that for 10 Year and 7 year periods, the Index has never delivered negative
returns. For the same 10 year and 7 year period, the Index has given returns between 10% and
15% per annum for 71% and 54% of total instances respectively. Another distinguishing feature of
Nifty LargeMidcap 250 is that whenever the Index has given negative returns, though for the
shorter periods of 5, 3, 2 or 1 years, the Index has also shown high positive returns of the
magnitude greater than 15% for remarkable 45%, 42%, 46% and 48% of the times respectively.

Signing off...

Nifty LargeMidcap 250 consists of 250 companies which are part of the underlying Nifty 100 and
Nifty Midcap 150 indices. With equal aggregate weight to large and midcap stocks, it addresses
the weight skew towards large cap and has a more balanced allocation to both the segments. The
index represents the returns of an aggregate portfolio of large and mid cap segments with equal
weight to the two. Top 5 sectors constitute 73.8% of Nifty Large Midcap 250. Despite sharing the
same top 10 stocks as in Nifty100, Nifty LargeMidcap 250 has a significant lower HHI value than
Nifty 100, showing the diversification benefit that one can achieve with Nifty LargeMidcap 250
(though by having exposure to mid-cap stocks). On rolling return basis, Nifty LargeMidcap 250 for
longer horizons (10 Year and 7 year) has never delivered negative returns. Nifty LargeMidcap 250
is a fair representation of the investable universe of stocks for funds that invest in both large and
mid-cap categories and is expected to strongly appeal to the investment community as an ideal
benchmark for such funds and for creating passive products in the form of ETFs or index funds.

For information on Index methodology and factsheet, please visit us at www.niftyindices.com



http://www.niftyindices.com/

About NSE Indices Limited:
(Formerly known as India Index Services & Products Limited-IISL)

NSE Indices Limited (formerly known as India Index Services & Products Ltd. - IISL), a subsidiary of
NSE, provides a variety of indices and index related services for the capital markets. The company
focuses on the index as a core product. The company owns and manages a portfolio of indices
under the Nifty brand of NSE, including the flagship index, the Nifty 50. Nifty equity indices
comprises of broad-based benchmark indices, sectorial indices, strategy indices, thematic indices
and customised indices. NSE Indices Limited also maintains fixed income indices based on
Government of India securities, corporate bonds, money market instruments and hybrid indices.
Many investment products based on Nifty indices have been developed within India and abroad.
These include index based derivatives traded on NSE, NSE IFSC and Singapore Exchange Ltd. (SGX)
and a number of index funds and exchange traded funds. The flagship 'Nifty 50" index is widely
tracked and traded as the benchmark for Indian Capital Markets.

For more information, please visit: www.niftyindices.com

Contact Details

Analytical contact Business Development contact

Aman Singhania, CFA, FRM Rohit Kumar, FRM

Vice President and Head — Products (NSE- Indices) Vice President and Head of Sales — Index and Market data

+91-22-26598214 +91-22- 26598386

asinghania@nse.co.in rohitk@nse.co.in

Disclaimer: All information contained herewith is provided for reference purpose only. NSE Indices Limited (formerly known as India
Index Services & Products Limited-lISL) ensures accuracy and reliability of the above information to the best of its endeavors.
However, NSE makes no warranty or representation as to the accuracy, completeness or reliability of any of the information
contained herein and disclaim any and all liability whatsoever to any person for any damage or loss of any nature arising from or as
a result of reliance on any of the information provided herein. The information contained in this document is not intended to provide
any professional advice.

Contact:
Email: indices@nse.co.in
Tel: +91 22 26598386
Address: Exchange Plaza, Bandra Kurla Complex,
Bandra (East), Mumbai— 400 051(India)
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