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Which sectors are covered by the Index?

Market Capitalization is the value of the stock that is arrived at by multiplying the stock price 

by the company's outstanding number of equity shares.

For Example:Company XYZ has 10,000,000 shares outstanding and its current share price

is Rs 8. Based on the above Company XYZ's market capitalization is Rs 80 million.

Market Capitalization signifies the size of the company and is actively tracked by investors

as they use this information to classify companies into Large Cap, Mid Cap and Small Cap 

stocks. 

The stocks of large, medium and small companies are referred to as large-cap, mid-cap,

and small-cap, respectively. Investment professionals differ on their exact definitions, but the 

current approximate categories of market capitalization are as follows:

Market Capitalization = Current Stock Price x Number of Shares Outstanding

There is no standard definition of Large Cap and it varies from institution to institution. But as 

a general rule, in India, if a company has a market capitalization of more than Rs. 5000 

Crores, it is considered as a Large Cap. 

These are stocks of usually large and well-established companies that have a strong market 

presence and are generally considered as safe investments. One important fact about large 

caps is that information regarding these companies is readily available in newspapers and 

magazines. Large companies such as Infosys, TCS, and Wipro are classified as large cap 

stocks. 

Large Cap Stocks

Definition
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If a company has a market capitalization of between Rs. 1000 Crores and Rs. 5000 Crores,

it is considered as a Mid Cap.

A Mid Cap company is normally an emerging player in its industry. Such a company has a 

potential to grow fast and become a Large Cap in the future. Mid cap companies can show 

very high growth rates because they have a small base – since their size is small, even a 

small incremental increase in revenue / profits can be a big figure when expressed in terms

of percentage.

Mid Cap Stocks

If a company has a market capitalization of less than Rs. 1000 Crores, it is considered as a 

Small Cap.

A Small Cap company is normally a company that is just starting out in its industry, and has 

moderate to very high growth rate. Such a company has a potential to grow fast and become 

a Mid Cap in the future.

Small cap companies have smaller revenue and client bases, and usually include the 

start-ups or companies in the early stage of development. Small cap stocks are potentially 

big gainers as they are yet to be discovered within the sector. However, as these enterprises 

are small ventures, these should be researched properly. This is considering that a lot of 

small companies do not have the financial strength to survive bad times and some of them 

might be mismanaged businesses run by greedy promoters. Hence it is essential, especially 

in the case of small caps investments that one does a thorough research regarding the 

promoters' credentials, management strength and track record, and long and short term 

growth plans of the company before investing. 

Small Cap Stocks

It is very important for investors before allocating funds in equities, to understand expectation 

of return (which should be in line with financial goals) and risk appetite. Clarity on the above 

two parameters makes it a lot easier for allocation of money between the various categories 

of stocks. Investors with a low risk appetite should ideally allocate more funds to large cap 

stocks. Decision must also be based in opportunity’s merit and not just size of the company.

Conclusion


