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Small-caps have experienced a significant rally compared to large-caps 360
BSE Small-cap index has reached its highest level in a decade relative to the NIFTY index |-|-|
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Mid-caps have also rallied considerably relative to large-caps 360
BSE Mid-cap index is nearing its highest level relative to the NIFTY index Z
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January to March tends to be seasonally weak for small and mid-caps 36Cz>

Small-cap and mid-cap indices may experience a correction due to high valuations and seasonal factors m
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Small and mid-caps may erode excess returns in a downcycle 36Cz>
The small-cap index has provided a CAGR return of 10% from 2006 to 2022, while the mid-cap index has yielded a CAGR of 11% pn
BSE SmallCap Index
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Small-cap and mid-cap rallies have led to frothy valuations 360
Small-cap and mid-cap valuations are almost 40% higher than the long-term average %
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BSE SmallCap P/B average and standard deviation (SD) computed from 1st April 2016, BSE Midcap P/B average and SD computed from 1st April 2010

Note: Data as of 12t December 2023
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Large-cap offer a better risk/reward ratio 36Cz>

Large-cap valuations are comparatively more reasonable, nearly 16% higher than the long-period average m
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lllustrations: Market cycles could eventually normalize returns

Illustration 1

169

+30% _30%

118

CAGR 6%

100

Year O Year 1 Year 2 Year 3

Illustration 2

0% each Ye&

413

-
-
-
-
-
-
-
-
-
-

Year 0 Year1 Year2 Year3 Year4 Year5 Year6 Year7 Year8 Year @ Year 10

Illustration 1 depicts that two years of 30%
return and one year of 30% correction, in any
order, would lead to only a 6% return in CAGR
terms

Similarly, Illustration 2 depicts that, over ten
years, experiencing nine years of a 20% annual
return and one year of a 20% correction, in any
order, would result in a 15% CAGR for the entire
investing period

During a market upswing, equities may generate
substantial returns. However, corrections often
follow a period of bullish sentiment. Over time,
these market corrections may bring the gains
back to a more normalized level, as illustrated
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Disclaimer 36Cz>
m

This document constitutes confidential and proprietary material and may not be reproduced or further distributed in part or full to any other person without the written
permission of 360 ONE AMC. This document is the property of 360 ONE AMC and must be returned to 360 ONE AMC or its affiliates upon request. This document is provided for
assistance only and is not intended to be used for taking investment decisions or otherwise. This document is not investment, legal, tax, or accounting advice. The recipients
should also inform themselves, and should take appropriate advice, on the legal requirements and shall not rely on this document for any subscription, purchase, holding,
exchange, redemption or disposal of any investments. The opinions expressed herein are the personal opinions of the author. Past Performance is not an indicator/guarantee of
future returns. Investment in securities are subject to market risk. Whilst every care has been taken in preparing this document, 360 ONE AMC and its affiliates and agents to the
fullest extent permitted by applicable law disclaim any liability or responsibility for any error or omission or inaccuracy or mistake of any nature or any consequences of the use
of the material/ information displayed on this document. Notwithstanding the aforesaid, nothing set out above shall exclude liability for any undertaking, representation, warranty
or other assurance made fraudulently. The information given in this document is not exhaustive and is subject to change without notice.
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