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ABSTRACT :

This study presents a detailed comparison of mid-cap and large-cap equities in the Indian stock market, focusing on performance from 2010 to 2024. Through
analysis of historical data, the research explores return potential, volatility, and risk-adjusted performance of each category. The aim is to assist investors in

identifying which type aligns best with their financial goals, risk tolerance, and investment horizon.

1. Introduction

1.1 Background

India’s capital market has matured substantially over the past two decades, driven by technological advancement, policy liberalization, and increased
retail participation. Among the various equity categories, mid-cap and large-cap stocks attract significant investor interest due to their distinct
characteristics.

1.2 Problem Statement

Investors often face a dilemma when choosing between mid-cap and large-cap stocks due to differences in return potential, volatility, and market
behavior. There is a need for structured research that quantifies and contextualizes these differences.

1.3 Objectives

- Examine and compare historical returns across both segments.- Analyze risk through volatility and Sharpe ratios.- Provide practical asset allocation
guidance based on investor profiles.

2. Literature Overview

Numerous studies, including those by Fama and French (1993), have emphasized the relationship between firm size and equity returns. In the Indian
context, CRISIL and NSE reports show that mid-caps generally outperform during growth phases but lag in downturns. Conversely, large-caps exhibit
more stability and attract greater institutional interest.

3. Research Methodology
3.1 Data Sources
- NSE: Nifty 50 (Large-cap), Nifty Midcap 100 (Mid-cap)

- Period: 20102024
- Secondary data: Moneycontrol, RBI reports, SEBI filings, company annual reports
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3.2 Analytical Tools

- Compound Annual Growth Rate (CAGR)
- Standard Deviation (volatility)
- Sharpe Ratio (risk-adjusted return)

- Sectoral exposure comparison

4. Return Analysis

4.1 Historical Performance

Time Frame Nifty 100 (Large-Cap) Nifty Midcap 150
1-Year CAGR ~12% ~15%
5-Year CAGR ~10% ~13%
10-Year CAGR ~9% ~11%

Mid-cap stocks, while more volatile, have consistently outperformed large-caps over longer periods.

5. Volatility and Risk Metrics

. Standard Deviation:
- Mid-Cap: ~19.3%

- Large-Cap: ~17.0%

. Sharpe Ratio:
- Mid-Cap: 0.65

- Large-Cap: 0.75

The higher standard deviation of mid caps suggests greater fluctuation, whereas large caps offer more consistent risk adjusted returns.

6. Sectoral Allocation
6.1 Large-Caps (Nifty 100)

Financial Services: 35%
Information Technology: 15%
Energy: 12%

Consumer Goods: 10%

6.2 Mid-Caps (Nifty Midcap 150)

Industrial Manufacturing: 25%
Consumer Goods: 20%
Healthcare: 15%

Chemicals: 10%
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Mid caps are often more concentrated in cycling or high growth sectors.

7. Case Studies

7.1 Deepak Nitrite Ltd (Mid-Cap)

Growth from 60 to 32,000 (2014-2024)
CAGR: ~38%

Driven by sectoral demand and policy tailwinds.

7.2 HDFC Bank Ltd (Large-Cap)

Growth from 400 to 21,600
Stable earnings, high compliance

Defensive play during downturns.

7.3 Dixon Technologies (Mid-to-Large Transition)

IPO in 2017 at 530 — 5,000+ by 2024

Supported by “Make in India” policy and electronic manufacturing demand.

8. Influencing Factors

8.1 Macroeconomic Conditions

Mid-caps are more sensitive to changes in interest rates, inflation, and liquidity. Large-caps, with better access to capital and diversified income

streams, are more resilient to macroeconomic disruptions.

8.2 Government Policy

Mid-caps have benefited from targeted policies such as the PLI scheme. Large-caps have gained from infrastructure and banking reforms. Regulatory

shifts often impact each segment differently.

8.3 Investor Behavior

Retail investors often drive mid-cap rallies, while institutional investors dominate large-cap ownership. Sentiment, media coverage, and herd behavior

heavily influence mid-cap stock prices.

9. Comparative Summary

Metric Mid-Caps
Return Potential High
Volatility High
Liquidity Moderate

Investor Type Aggressive

Large-Caps

Moderate

Low

High

Conservative
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Sector Exposure Cyclical & Emerging Established & Defensive

Sharpe Ratio Lower Higher

10. Investment Recommendations

10.1 By Risk Profile

Conservative: 80% Large-Cap, 10% Mid-Cap, 10% Bonds

Moderate: 60% Large-Cap, 30% Mid-Cap, 10% Bonds

Aggressive: 40% Large-Cap, 50% Mid-Cap, 10% Small-Cap

10.2 By Time Horizon

Short-Term (1-2 years): Focus on large-caps for liquidity and lower volatility.

Medium-Term (35 years): A balanced mix of large- and mid-caps is advisable.
Long-Term (5+ years): Use SIPs in mid-caps to capture compounding potential and manage volatility.

11. Conclusion
Mid-cap stocks offer strong growth opportunities but come with higher risk, while large-cap stocks provide stability and consistent returns. A hybrid
investment strategy, tailored to the investor’s objectives and risk appetite, is the most effective way to achieve diversification and long-term wealth

creation.
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