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INDIA EQUITY OPPORTUNITIES              ISSUE VI 

 

This report examines the Indian equity markets, their structure, constituents and metrics over 

time. In continuation to our earlier reports on Indian Equity Opportunities, we show that the 

Indian equity markets now offer a compelling investment opportunity.  

 

We believe significant investment opportunities exist in India for long-term, strategic investors. 

Horizon’s investment methodology, taking a private market approach to the public markets is 

well suited to pursue these opportunities.   

 

India is a unique market globally.  It offers an abundance of businesses, all for sale, at significant 

discounts to their global franchise values via the country’s stock markets.  The environment is 

conducive for corporate ownership.  The Indian market operates on a system of English common 

law and based on the English language. Stock market participation is broad and deep, with a 

wealth of retail and institutional market participation.    

 

We at Horizon believe India is entering a phase of massive consolidation and corporate change, 

driven by an open government policy for foreign investment, combined with companies seeking 

access to new markets, technologies, and capital partners.  Family businesses are experiencing 

generational changes leading to mergers and acquisitions.   This backdrop offers significant 

return potential utilizing the Horizon disciplined investment methodology.  

 

HORIZON PROCESS 

 

We follow a methodology deployed by Warren Buffet in the United States of America, resting on 

the principles set forth by Professors Graham and Dodd in 1934 in the sentinel textbook 

“Securities Analysis”. We are bottom-up investors.  Idea generation is a rigorous and often 

contrarian process and adherence to fundamental discipline in volatile markets is tantamount to 

success. At the core of our process is identification of securities and sectors for investment along 

with an on-going maintenance of the valuation and event universe to provide advanced insights 

to unfolding investment landscapes.  

 

Some of the characteristics we ideally look for: 

 

 Discount to replacement and private trade sale valuations 

 Strong franchise that has barriers to entry in their respective markets with 

the ability to price products well above costs 

 A business that is understandable  

 The right price in stock market establishing a margin of safety  

 Attractive cash flow characteristics  

 Strong existing management that will remain in place  

 Oriented for the growth of the Indian Subcontinent  
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 We also like special situation opportunities that require Horizon’s 

managerial oversight.  These include balance sheet reorganizations, 

turnarounds, restructurings and companies whose assets will benefit from a 

change from an outright of control  

 

The Indian businesses available on the equity market have many of these attributes to earn risk-

adjusted returns through superior stock selection using the Horizon process. We believe that it is 

possible to identify pockets of value/price misalignment especially within domestic demand led 

industries. With secular trends led by increasing GDP, favorable demographics and increasing 

disposable income among other long-term factors there are ample opportunities to invest in 

companies that will benefit. 
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INDIAN EQUITY MARKET ANALYSIS  

 

The Indian Stock Market 

India has a deeply rooted equity culture dating to the period of British rule. The Bombay Stock 

Exchange (BSE), founded in 1875, is Asia’s oldest public bourse. In addition to the BSE, investors 

can trade through the National stock exchange (NSE). There are approximately 18 other stock 

exchanges in existence but with little traded market volume.  

 

As of 2025, India has more than 7,500 listed companies across its two main stock exchanges, the 

NSE and BSE. Of these, NSE has about 2,600 listed companies, while BSE has over 5,600. However, 

not all these listed companies are actively traded. There are approximately 4,000 actively traded 

companies in India, offering a sizeable group of businesses for superior stock selection. Most 

companies that trade on the BSE have a dual listing on the NSE. An additional feature of the 

Indian equity markets is the Indian stock futures market that features over 350 actively listed 

stocks for futures trading, with a highly liquid environment supported by robust daily volumes, 

reflecting the largest derivatives market globally by volume. These future contracts assist the price 

discovery process and are a vehicle for short selling. 

 

Trading and participation 

The annual value traded on the NSE in 2024 was USD 3,347 billion and the ratio of value traded 

to market capitalisation was 86% (Table 1a), which is below the value traded to market 

capitalization ratios of comparative bourses and reflects a decrease from the covid high of 2021. 

Both the annual value of share trading as a percentage of GDP and as a percentage of market 

capitalisation for India have increased marginally since our previous report. 

 

Table 1a: Annual value of share trading between 2014-2024 (USD Billion) 

 

 
Source: Horizon Research, WFE, World Bank, IMF 
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The Indices 

There is a heavy concentration of market capitalization represented through the primary indices. 

The NIFTY1, which is comprised of 50 companies, and the Sensex2, which is comprised of 30 

companies, are the two major indices.  

 

Between 2020 and 2024 the Sensex with a 13.1% CAGR in local currency terms and 8.7% when 

indexed to the USD, has outperformed the Shanghai Composite, NASDAQ and the S&P 500. In 

the current year to date period, the Sensex with an 8.1% CAGR has underperformed the 

IBOVESPA, NASDAQ and the S&P 500 (Table 3).  

 

Table 3:    Performance of Indian Vs. International Indices (2005-2025) 

 
Source: Horizon Research, Yahoo Finance (Index level taken at the last trading day of December or first day of January of the 

subsequent year for NIFTY) 

 

There is a heavy concentration of market capitalization represented through the primary indices. 

The stocks that participate in the Sensex represent over 20.7% (USD 517 billion) of the annual 

value traded on the exchange and 28.8% of the sum of all Sensex company’s market capitalization 

(Table 3a). The annual value traded on the Sensex Index increased by was 23.9% in 20153.  

 

The balance of shares not captured by the indices equates to approximately 5,200 companies, 

and result in opportunities for superior stock selection. Our efforts emphasize valuations with 

catalysts, and believe that a significant portion of small and mid-caps present opportunities for 

investment. 
 

The Indian equity market quantity of traded companies offers investment diversification 

opportunities within the Indian market itself. The Sensex also offers diversity of the market, with 

the Sensex comprising companies across 10 of the 11 broad industry segments (Table 4).  

 

Concentration offers opportunities  

A closer look at the market focusing on company size helps identify divergences amongst the 

listed companies. The largest 100 companies by market capitalisation continue to dominate and 

their representation of the broad market capitalization is 60% vs 55.4% in 2022 when our last 

report was issued. An analysis of value traded as a percentage of total traded volume reveals that 

in 2025 39% of the total traded volume is restricted to the largest 100 companies by market 

 
1 The NSE Nifty index is computed using the Free Float Market Capitalisation weighted method, wherein the level of index reflects 

the free float market capitalisation of all stocks in the Index. (Source NSE Website) 
2 The BSE Sensitive Index, or Sensex, consists of companies selected on the basis of market capitalization, liquidity and industry 

representation. (Source BSE Website) 
3  All references to 2015 are to the release of our previous report 
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capitalization which is the same as in 2022. On an aggregate basis, these companies offer 

attractive values (Table 3a).  

 

The Top 100 companies continue to outperform the other remaining companies on several 

metrics. Leverage, measured in terms of net debt to enterprise value, was 39% for the Top 100 

companies but it was 54% for the bottom 4,274 companies. In 2022 net debt to enterprise value 

was 19%. 

 

The Top 100 companies have a ROE of 21.5%, FCF yield of 1.5% and dividend yield of 1.4%. In 

contrast, the bottom 4,274 companies have an ROE of 4.1%, FCF yield of –1.3% and dividend yield 

of 0.4%.   

 

The Top 100 companies trade at a lower P/E and EV/ EBITDA multiple compared to the bottom 

companies. As investors, we find opportunities masked in the aggregates and underscore that 

these broad differences provide opportunities in individual stock selection.  

 

Table 3a:     Analysis of performance highlights by market capitalization - 2025 

 
Source: Horizon Research, Bloomberg 

 

Sensex securities 

There is a dominance of Sensex securities, which are relatively larger in terms of their size and 

trading volume, in most of the industries (Table 4). For instance, 4 Sensex securities accounted 

for 56% of the total market capitalisation of USD 455 billion of 370 companies in the IT industry. 

A similar trend is seen in basic materials, energy, financials and industrials.  

 

In addition, we observe that the market capitalisation of a small number of companies within 

each industry sector constitute a majority of that industry sectors broad market capitalisation. For 

example, in the broad market there are 55 energy companies of which 1 company constitutes 

61% of the market capitalisation. This trend is repeated in the communication services industry 

where 1 company out of 172 companies in the broad market constitutes 65% of the market 

capitalization (Table 4). The same trends are prevalent in the NIFTY index as well. 
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Table 4:  Concentration of market capitalisation by industry - 2025 

 
Source: Horizon Research, Bloomberg, S&P Capiq 

 

Industry sectors oriented for growth 

The Financials, Industrials, Consumer Discretionary and Materials industries are amongst the 

largest industry sectors by market capitalisation in the Indian equity market with respective 

participation of 23%, 13%, 12% and 11%.  

 

Each sector of the Indian market has its own economics, and it would not always be accurate to 

compare two industries using the same financial indicator. However, certain trends are discernible 

when we analyze performance highlights by industry grouping (Table 5).  

 

Table 5:      Analysis of performance highlights by industry - 2022 

 
Source: Horizon Research, Bloomberg 

 

The Communication Services industry represents 4% of all Indian market capitalization and 2% of 

all value traded. The sector has a net debt to enterprise value of 19%. The ROE of the sector is 

20.1%, the FCF yield of the sector is 2.9% and the dividend yield is 0.8%. The Communication 

Services industry valuation multiples P/E and EV/EBITDA are 36X (excluding Vodafone) and 16.5X 

respectively. 

 

The Consumer Discretionary industry represents 12% of all Indian market capitalization and 15% 

of all value traded. The sector has a net debt to enterprise value of 4%. The ROE of the sector is 

16.7%, the FCF yield of the sector is 0.8% and the dividend yield is 0.7%. The Consumer 

Discretionary industry valuation multiples P/E and EV/EBITDA are 43X and 23X respectively. 
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The Consumer Staples industry represents 7% of all Indian market capitalization and 4% of all 

value traded. The sector has a net debt to enterprise value of 1%. The ROE of the sector is 27%, 

the FCF yield of the sector is 1.2% and the dividend yield is 1.4%. The Consumer Staples industry 

valuation multiples P/E and EV/EBITDA are 46X and 32X respectively. These disconnects in 

financial ratios versus the index respond to secular trends in the sector (e.g. increasing disposable 

income leading to higher demand).  

 

The Energy industry which includes oil, gas and coal exploratory companies and allied services, 

represents 7% of all Indian market capitalization and 4% of all value traded. The sector has a net 

debt to enterprise value of 13%. The ROE of the sector is 11.8%, the FCF yield of the sector is 2% 

and the dividend yield is 1.9%. The Energy industry valuation multiples P/E and EV/EBITDA are 

15X and 9X respectively. 

 

The Financials industry, which includes banks, asset management, mortgage finance and thrifts 

represents 23% of all Indian market capitalization and 28% of all value traded. The ROE of the 

sector is 17%, the FCF yield of the sector is 0.6% and the dividend yield is 1.1%. The Financial 

industry valuation multiples P/E and P/B are 16X and 2.1X respectively. 

 

The Healthcare industry represents 7% of all Indian market capitalization and 6% of all value 

traded. The sector has a negligible net debt to enterprise value. The ROE of the sector is 17%, the 

FCF yield of the sector is 0.8% and the dividend yield is 0.6%. The Healthcare industry valuation 

multiples P/E and EV/EBITDA are 40X and 25X respectively. 

 

The Industrials industry represents 13% of all Indian market capitalization and 17% of all value 

traded. The sector has a net debt to enterprise value of 5%. The ROE of the sector is 23%, the FCF 

yield of the sector is 0.3% and the dividend yield is 0.6%. The Industrials industry valuation 

multiples P/E and EV/EBITDA are 44X and 25X respectively.  

 

The Information Technology industry represents 9% of all Indian market capitalization and 10% 

of all value traded. The sector has a net debt to enterprise value of -5% reflecting the positive 

cash balances with the larger Information Technology industry companies. The ROE of the sector 

is 30%, the FCF yield of the sector is 3.1% and the dividend yield is 1.9%. The Information 

Technology industry valuation multiples P/E and EV/EBITDA are 28X and 19X respectively. 

 

The Materials industry, which includes paint, cement and chemical companies, represents 11% of 

all Indian market capitalization and 7% of all value traded. The sector has a net debt to enterprise 

value of 11%. The ROE of the sector is 15%, the FCF yield of the sector is 0.8% and the dividend 

yield is 1.3%. The Materials industry valuation multiples P/E and EV/EBITDA are 31X and 15X 

respectively. 

 

The Real Estate industry represents 2% of all Indian market capitalization and 2% of all value 

traded. The sector has a net debt to enterprise value of 11%. The ROE of the sector is 8.2%, the 

FCF yield of the sector is 0.2% and the dividend yield is 1.1%. The Real Estate industry valuation 

multiples P/E and EV/EBITDA are 40X and 31X respectively.  

 

The Utilities industry represents 4% of all Indian market capitalization and 4% of all value traded. 

The sector has a net debt to enterprise value of 29%. The ROE of the sector is 14%, the FCF yield 
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of the sector is -1.1% and the dividend yield is 1.6%. The Utilities industry valuation multiples P/E 

and EV/EBITDA are 19X and 12X respectively. 

 

THE INDIAN ECONOMY 

While Indian GDP (at current USD) has increased from USD 1,836 billion in 2012 to USD 3,909 

billion in 2024, the total market capitalisation to GDP ratio is above global levels leading to higher 

valuations in the Indian equity markets. Indian broad market capitalization of USD 5,131 billion 

in 2024 represented 131% of Indian GDP. This was above the long-term average trend. In 

comparison, the ratio of US and China market capitalization to GDP in 2024 was 213% and 38% 

(Table 6a). 

 

Table 6a: Market Capitalisation to GDP ratio 

 
Source: Horizon Research, Bloomberg, World Bank data, WFE. For MCap China Shanghai only, India NSE only 

 

Indian Equities have a similar P/E ratio average as US equities but over the course of the past four 

years the premium to the MSCI has been over50% (Table 6b). 

 

Table 6b: Indian Equities’ P/E ratio as a percentage of comparative markets 

 
Source: Horizon Research, Bloomberg, FactSet, www.siblisresearch.com https://siblisresearch.com/data/emerging-markets-

valuations/ 

 

We believe Indian GDP will continue to grow at an average of 7-8% in the long term, which will 

provide an added impetus to companies across capitalisation and industry sectors.  

 

EXPANDING EQUITY UNIVERSE 

Over the past decade, equity market capitalisation has increased meaningfully in several 

emerging markets, with the most substantial growth observed in China and India. (Chart 1).  

 

This growth is mirrored in the number of listed companies, where India and China have shown 

the largest gains (Chart 2). Changes in the number of listed companies reflect both new issuances 

and delistings, making this a useful indicator of net growth in market depth. In contrast, some 

http://www.siblisresearch.com/
https://siblisresearch.com/data/emerging-markets-valuations/
https://siblisresearch.com/data/emerging-markets-valuations/
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developed markets, such as London, have seen limited listings activity in recent years. We believe 

this highlights a broader and expanding universe of opportunities for stock selection in emerging 

markets. 

 

Chart 1: Global Equity Market Capitalizations4 (USD mn) 

 
 

Chart 2: Global Equity Markets - Number of Listed Companies5 

 
 

 
4 International Monetary Fund, World Economic Outlook Database, April 2025, accessed July 10, 
2025, https://www.imf.org/en/Publications/WEO/weo-database/2025/april/download-entire-database 
5 World Federation of Exchanges, WFE Statistics Database, accessed July 10, 2025, https://statistics.world-
exchanges.org/ReportGenerator/Generator 
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Horizon Research ("we" or "us") attempts to provide timely, value-added insights into companies or industry dynamics 

for institutional investors.  Our research reports generally contain a recommendation of "buy," "hold," "sell" or "non-

rated.” We do not undertake to "upgrade" or "downgrade" ratings after publishing a report.  

 

Ratings 

Analysts’ ratings are largely (but not always) determined by our “private market value,” or PMV methodology.  Our basic 

goal is to understand in absolute terms what a rational, strategic buyer would pay for an asset in an open, arms-length 

transaction.  At the same time, analysts also look for underlying catalysts that could encourage those private market 

values to surface. 

A Buy rated stock is one that in our view is trading at a meaningful discount to our estimated PMV.  We could expect a 

more modest private market value to increase at an accelerated pace, the discount of the public stock price to PMV to 

narrow through the emergence of a catalyst, or some combination of the two to occur.   

A Hold is a stock that may be trading at or near our estimated private market value.  We may not anticipate a large 

increase in the PMV, or see some other factors at work.   

A Sell is a stock that may be trading at or above our estimated PMV.  There may be little upside to the value, or limited 

opportunity to realize the value.  Economic or sector risk could also be increasing.     

  

We prepared this report as a matter of general information.  We do not intend for this report to be a complete 

description of any security or company and it is not an offer or solicitation to buy or sell any security.  All facts and 

statistics are from sources we believe to be reliable, but we do not guarantee their accuracy.  We do not undertake to 

advise you of changes in our opinion or information.  Unless otherwise noted, all stock prices reflect the closing price 

on the business day immediately prior to the date of this report.  We do not use "price targets" predicting future stock 

performance.  We do refer to "private market value" or PMV, which is the price that we believe an informed buyer would 

pay to acquire 100% of a company.  There is no assurance that there are any willing buyers of a company at this price 

and we do not intend to suggest that any acquisition is likely.  Additional information is available on request.  
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