
Peak Polarisation in 
Large Caps

- Is this the start of a mean reversion?

Nifty 50 Equal Weight Index (NEW) 
vs 

Nifty 50 Index (N50)

September 21, 2020



Who led the rally post polarization in Index heavyweights?
- Will history repeat?
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Source : NSE, Bloomberg, Elara Capital; Data as on dates mentioned
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NEW vs N50 in periods of depolarization (Annualized returns in green/red fonts)

-4%

- 8%
+26%

+4%
+2%

Covid-19 crisis –

fleeing to heavyweights

Polarization remains 

large on the back of 

RIL
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Top 10 vs Bottom 30 stocks 
1 year median returns during periods of depolarization

Top-10 Median Returns Bottom-30 Median Returns

 Steep polarization in the last 24 months - weight of 

top 10 stocks near all time high

 Every time after such peak polarization - recovery or 

rally led by the broader market

 Post the peak polarization before and  during Covid-

19 crisis - outperformance of NEW over N50 has 

begun

Source: Elara Capital; Data till Aug 31, 2020



NEW vs N50 – In times of crises, can the same 50 stocks help fetch better returns 
with a slight twist in weights?
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 Post 2008 crash, tail of Nifty 50 gained market share on the back of strong fundamentals and pick up in demand – NEW outperformed N50

 After the correction in March-2020, markets saw a strong rally which included smaller stocks – NEW marginally outperforming N50 in this rally

Source: Internal, Bloomberg; Data for the period Jan 1, 2020 to September 15, 2020
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In times of crises, NEW has outperformed N50

Source: Internal, Bloomberg; Data for the period Jan 1, 2007 to Jan 1, 2010



Has depolarization begun?
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Weight of Top 10 stocks in Nifty 50 Index, if RIL is capped @10%

If RIL is capped at 10% - Depolarization appears to have started

Source : Elara Capital; Data till August 31, 2020

 Average weight of Reliance Industries Ltd (RIL) in the N50 Index has been closer to 10% over a long history since 2003. 

 If we consider that as a fair long term weight of the stock, what would the top 10 stocks of N50 look like?



Depolarization in MF and FPI holdings … starting to pan out?
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MF Holding in top 10 Nifty stocks

Sharp allocation into 

top-10 happened 

between Dec’18 to 

Aug’19
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FPI Holding in top 10 Nifty stocks

Source : Elara Capital; Data as on June 30, 2020

However FPI holding in 

top-10 Nifty weights has 

seen a sharp expansion

MF holding in top-10 Nifty 

weights has been coming 

down gradually

Source : Elara Capital; Data as on July 31, 2020
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Nifty 50 Equal Weight Index: Balanced diversification

Every player has an equal potential to perform
Top 10 companies: Nifty 50 Index= 61.9% weight, Nifty 50 Equal Weight Index= 23.1%* weight

Company Name

Weight 

in Nifty

50 Index

Weight in 

Nifty 50 

Equal 

Weight 

Index

Reliance Industries Ltd. 13.6% 1.8%

HDFC Bank Ltd. 10.0% 1.9%

Infosys Ltd. 7.0% 1.9%

Housing Development Finance Corporation 6.5% 1.9%

ICICI Bank Ltd. 5.6% 2.0%

Tata Consultancy Services Ltd. 4.9% 2.0%

Kotak Mahindra Bank Ltd. 4.2% 2.0%

Hindustan Unilever Ltd. 3.9% 1.8%

ITC Limited 3.4% 1.8%

Bharti Airtel Ltd. 2.5% 1.7%

Total 61.9% 18.8%

Top 10 companies as per Nifty 50 Index

Did you know? In Nifty 50 Index, weight of top stock (Reliance Industries, 13.6%) = ~weight of bottom 22 stocks

Company Name

Weight 

in Nifty

50 Index

Weight in 

Nifty 50 

Equal 

Weight 

Index

JSW Steel Ltd. 0.6% 2.5%

Shree Cement Ltd. 0.6% 1.8%

Hindalco Industries Ltd. 0.6% 2.2%

Adani Ports And Special Economic Zone 0.6% 2.2%

Grasim Industries Ltd. 0.6% 2.2%

Tata Motors Ltd. 0.5% 2.6%

Indian Oil Corporation Ltd. 0.5% 1.8%

Zee Entertainment Enterprises Ltd. 0.4% 2.5%

GAIL (India) Ltd. 0.4% 1.8%

Bharti Infratel Ltd. 0.3% 1.9%

Total 4.9% 21.6%

Bottom 10 companies as per Nifty 50 Index

Source : Internal ; Weights as on August 31, 2020; For detailed disclaimers, refer Slide No.9



Sector View - Weight differential to generate alpha?
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Sector Name
Weight in 

N50

Weight 

in NEW

Underweight/O

verweight

Financials 33% 20% Underweight

IT 16% 11% Underweight

Auto 6% 13% Overweight

Metals 2% 9% Overweight

Pharma 3% 6% Overweight

 The cyclicals i.e. Metals and Auto stocks had been in a negative zone since a while. 

 Pharmaceuticals have seen a big jump amidst the pandemic. 

 Banks and NBFCs have been stressed around concerns of growing NPAs. 

Source : NSE, Bloomberg; Data as on September 15, 2020; For detailed disclaimers, refer Slide No.9

Recent run up in the Auto, Metals & Pharma sectors bodes well for the equal weight strategy
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Auto N50 

Weight

NEW    

Weight

Bajaj Auto 0.8% 1.9%

Eicher Motors 0.6% 1.9%

Hero Motocorp 0.8% 2%

M&M 1.2% 2%

Maruti 1.9% 2.2%

Tata Motors 0.6% 2.7%

Metal
N50 

Weight

NEW  

Weight

Coal India 0.5% 1.8%

Hindalco 0.5% 2.2%

Jsw Steel 0.6% 2.6%

Tata Steel 0.6% 2.2%

Pharma
N50 

Weight

NEW   

Weight

Cipla 0.8% 2.1%

Dr Reddy’s Labs 1.1% 2.1%

Sun pharma 1.1% 2%



Sector Valuations – Attractive?
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Source : NSE, Bloomberg ; Data till July 31, 2020; For detailed disclaimers, refer Slide No.9
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Disclaimer
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This presentation/Note is for information purposes only. In this material DSP Investment Managers Pvt. Ltd. (the AMC) has used information that is publicly 

available, including information developed in-house. Information gathered and used in this material is believed to be from reliable sources. The AMC however does 

not warrant the accuracy, reasonableness and / or completeness of any information. The data/statistics are given to explain general market trends in the securities 

market, it should not be construed as any research report/research recommendation. We have included statements / opinions / recommendations in this document, 

which contain words, or phrases such as “will”, “expect”, “should”, “believe” and similar expressions or variations of such expressions that are “forward looking 

statements”. Actual results may differ materially from those suggested by the forward looking statements due to risk or uncertainties associated with our 

expectations with respect to, but not limited to, exposure to market risks, general economic and political conditions in India and other countries globally, which have 

an impact on our services and / or investments, the monetary and interest policies of India, inflation, deflation, unanticipated turbulence in interest rates, foreign 

exchange rates, equity prices or other rates or prices etc. 

The sector(s)/stock(s)/issuer(s) mentioned in this presentation do not constitute any research report/recommendation of the same and the Fund may or

may not have any future position in these sector(s)/stock(s)/issuer(s). Past performance may or may not be sustained in the future and should not be

used as a basis for comparison with other investments. All figures and other data given in this document are as on September 15 2020 (unless otherwise

specified) and the same may or may not be relevant in future and the same should not be considered as solicitation/ recommendation/guarantee of future

investments by DSP Investment Managers Pvt. Ltd. or its affiliates.

NSE Indices Limited Disclaimer:

The Product(s) are not sponsored, endorsed, sold or promoted by NSE INDICES LIMITED (formerly known as India Index Services & Products Limited ("IISL")). 

NSE INDICES LIMITED does not make any representation or warranty, express or implied, to the owners of the Product(s) or any member of the public regarding 

the advisability of investing in securities generally or in the Product(s) particularly or the ability of the Nifty 50 Equal Weight Index /Nifty 50 Index/Nifty Next 50 Index 

to track general stock market performance in India. The relationship of NSE INDICES LIMITED to the Issuer is only in respect of the licensing of the Indices and 

certain trademarks and trade names associated with such Indices which is determined, composed and calculated by NSE INDICES LIMITED without regard to the 

Issuer or the Product(s). NSE INDICES LIMITED does not have any obligation to take the needs of the Issuer or the owners of the Product(s) into consideration in 

determining, composing or calculating the Nifty 50 Equal Weight Index/ Nifty 50 Index/Nifty Next 50 Index . NSE INDICES LIMITED is not responsible for or has 

participated in the determination of the timing of, prices at, or quantities of the Product(s) to be issued or in the determination or calculation of the equation by which 

the Product(s) is to be converted into cash. NSE INDICES LIMITED has no obligation or liability in connection with the administration, marketing or trading of the 

Product(s).

NSE INDICES LIMITED do not guarantee the accuracy and/or the completeness of the Nifty 50 Equal Weight Index/ Nifty 50 Index/Nifty Next 50 Index or any data 

included therein and NSE INDICES LIMITED shall have not have any responsibility or liability for any errors, omissions, or interruptions therein. NSE INDICES 

LIMITED does not make any warranty, express or implied, as to results to be obtained by the Issuer, owners of the product(s), or any other person or entity from the 

use of the Nifty 50 Equal Weight Index/ Nifty 50 Index/Nifty Next 50 Index or any data included therein. NSE INDICES LIMITED makes no express or implied 

warranties, and expressly disclaim all warranties of merchantability or fitness for a particular purpose or use with respect to the index or any data included therein. 

Without limiting any of the foregoing, NSE INDICES LIMITED expressly disclaim any and all liability for any claims ,damages or losses arising out of or related to the 

Products, including any and all direct, special, punitive, indirect, or consequential damages (including lost profits), even if notified of the possibility of such damages.


