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Historically, between 2004-25, Trend of BSE Sensex to BSE MidCap and BSE SmallCap

the Sensex-to-Midcap Index 3.5
ratio has averaged 2.4, while
the Sensex-to-Smallcap Index | 34 A

ratio has averaged 2.2. On
multiple occasions, whenever

these ratios fell below their B A Y AU \. \
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mean reversion subsequently | 2
occurred.
1.5 A mean-reversion is typically observed
Given current trends, the whenever the Sensex-to-Mid/Small-cap ratio
relative slowdown in small- 1.0 falls below historical averages
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likely to persist, while large-
cap stocks may continue to Ratio of Sensex to BSE Mid Cap Ratio of Sensex to BSE Small Cap
experience a catch-up phase = == Average SensextoMid CaplIndex = = Average SensextoSmall Cap Index

in the near term.

Source: BSE (Considering the average of year-end ratios)
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The cumulative four-year FCF
BSE MidCap - Cumulative FCF (INR Cr) declined marginally, easing from
INR 1.64 lakh crore for FY18-21
165K 1,64,029
Y A to INR 1.63 lakh crore for FY22—
164K ~~o 1% .
SN e 25, representing an absolute
164K ~=p 163,057 decline of 1%.
163K
163K The otherwise positive FCF
162K generation across the broader
162K universe was largely offset by
161K elevated capital investments
161K undertaken by certain corporates,
160K notably the Godrej] Group (Godrej
r'v18.21 FV99 9T Industries and Godre|] Properties),
as well as select PSUs such as

SJVN, NHPC, and Oil India.

FCF = Cashflow from Operations - Capex and Fixed Asset Advances
Note: Excl. Banks, Finance and Insurance companies, and companies not having CFO numbers starting FY18
Source: ACE Equity (Total number of filtered companies: 110)
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BSE SmallCap - Cumulative FCF (INR Cr)
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FCF = Cashflow from Operations - Capex and Fixed Asset Advances

Note: Excl. Banks, Finance and Insurance companies, and companies not having CFO numbers starting FY18

Source: ACE Equity (Total number of filtered companies: 979)

The cumulative four-year FCF
Improved from INR 2.7 lakh crore
for FY18-21 to INR 2.8 lakh crore
for FY22-25, representing an
absolute growth of 7%.

This stronger FCF generation has
contributed to a meaningful
Improvement in the margin profile
of small-cap companies. Over the
past four years (FY22-25), many
of these companies have
undertaken significant capital
expenditure, with cumulative capex
reaching INR 5.8 lakh crore—an
Increase of 41% compared with the
FY18-21 period.
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BSE Sensex - Cumulative FCF (INR Cr)
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FCF = Cashflow from Operations - Capex and Fixed Asset Advances

Note: Excl. Banks, and Finance and Insurance companies, and companies not having CFO numbers starting FY18

Source: ACE Equity

BSE Midcap Index - Historical Free Cash Flows (FCF)

The cumulative 4-year FCF experienced
a remarkable surge, increasing from INR
3.8 Lakh Cr between FY2018- 21 to an
Impressive INR 10.2 Lakh Cr between
FY22-25, reflecting an absolute growth
of 169%.

This robust FCF generation was
driven significantly by telecom
companies - Bharti Airtel and
Reliance Jio.

This 169% FCF growth from
Large-cap companies are
significantly outpacing_the cash
flows seen in small and mid-cap
companies.
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“Happy New Year!
Wishing you a year filled with peace, good
health, and abundant success In the markets.”




DISCLAIMER

This report has been prepared by Research Analyst and is solely for information of the recipient only. The report must not be
used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the risk
appetite or the particular circumstances of an individual investor; readers are requested to take professional advice before
investing. Nothing in this document should be construed as investment advice.

Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation
of an investment in securities of the companies referred to in this document (including merits and risks) and should consult
their own advisors to determine merits and risks of such investment.

The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith
from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of
warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are
subject to change without notice. Descriptions of any company or companies or their securities mentioned herein are not
intended to be complete. Research Analyst is not obliged to update this report for such changes. Research Analyst has the right
to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any
person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject Research
Analyst or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent
or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the
attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or
indirectly, for any purposes or in any manner.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. This document is not, and
should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This
report should not be construed as an invitation or solicitation to do business with Research Analyst.

Research Analyst do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the
investments made or any action taken on basis of this report.
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