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Nifty reconstitution; Marginal FY19E EPS downgrade 
Weight of Private Financials to increase 60bp; PSU Banks to hit new low 

 NSE Nifty-50 composition is all set for a reshuffle on Friday, 29th September 2017.
Bajaj Finance, HPCL and UPL will replace ACC, Bank of Baroda and Tata Power. Tata
Motors, which carries Differential Voting Rights (DVR), will be excluded – it was an
additional stock in the benchmark.

 In this report, we highlight how these changes will (i) impact the earnings for the
benchmark and (ii) alter the weights of various sectors.

Nifty-50 reconstitution: NBFC’s weight nearing double-digit 
 Bajaj Finance will be included in the benchmark with 1% weight, taking NBFC’s

weight to 9.5% (+90bp).
 HPCL will enter with 0.9% weight, helping Oil & Gas to cement its position in

the benchmark. This is first time in the history of the benchmark when all three
OMCs will be part of the index. UPL will enter the index with 0.8% weight.

 With the exit of Bank of Baroda (weight: 0.4%), PSU Banks’ weight will be at an
all-time low of 2.5%. Other losers include Utilities (-40bp), Cement
(-40bp), Automobile (-40bp) and Private Banks (-30bp).

 Least impacted sectors would be Technology, Consumer, Healthcare, Capital
Goods, Metals, Telecom and Media.

 Post this reshuffle, BFSI will have an index weight of 35.8% (+30bp), almost
equivalent to the combined weights of Oil, Technology and Auto.

Of top-5 stocks to be most impacted, three are from Private Financials 
 Aggregate weight of the existing 47 Nifty-50 stocks will decline by 120bp.
 Top-5 stocks to be most impacted (in terms of weight) by the reshuffle: HDFC

Bank (-12bp), HDFC (-9bp), Reliance Ind (-9 bp), ITC (-8bp) and ICICI Bank (-6bp).
 Top-10 stocks currently contribute 53.5% of Nifty-50. Post reshuffle, this is

likely to come down to 52.8% (-70bp).

Nifty EPS: FY18E unchanged, FY19E to see marginal cut of 0.4% to INR605 
 Nifty EPS for FY18 will see marginal upgrade of 0.2%. It will, however, see a

downgrade of 0.4% for FY19, primarily due to a higher increase in free float
market cap of 1.6% compared to a rise of 1.8%/1.1% in free float PAT for
FY18/FY19.

 We now estimate Nifty EPS at INR491 for FY18 (+15.9%) and ~INR605 for FY19
(+23.2%).

 Notably, the cumulative free float market cap of the new stocks to be included
is 2.4x of the stocks to be excluded from the index.

 Nifty trades at a P/E of 20.4x on FY18E earnings based on current composition;
this will remain unchanged post reshuffle. However, based on FY19E earnings,
Nifty P/E will expand marginally from 16.4x to 16.5x post the reshuffle.

Nifty EPS downgrade of 0.4% for 
FY19 
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Sectoral weights in Nifty 
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Key institutional activity in new entrants 
 Since the announcement of index reshuffle, Bajaj Finance is the only stock to

trade higher (+2%), whereas HPCL (-5%) and UPL (-4%) are trading lower.
 Domestic MFs hold 0.8% of their total AUM in Bajaj Finance, which will be

lower compared to the benchmark weight (1% in Nifty-50). However, domestic
MFs hold 0.7% and 0.6% of AUM in HPCL and UPL, respectively, largely in line
with the weights in the benchmark.

 DIIs hold 6.5% (+0.6% QoQ in Sep-2017) and FIIs hold 21.2% (+2.6% QoQ in Sep-
2017) in Bajaj Finance. In HPCL, DIIs hold 10.1% (+0.5% QoQ in June 2017) and
FIIs hold 16.9% (unchanged QoQ in June 2017). DIIs hold 11% (+0.2% QoQ in
June 2017) and FIIs hold 41.9% (-0.1% QoQ in June 2017) in UPL.

 Current FII limit in Bajaj Finance, HPCL and UPL is 30%, 40% and 74% of the
paid-up capital of the company, respectively.

 Of the top-20 domestic MFs, 5, 7 and 3 funds have exposure of over 1% of their
AUMs to Bajaj Finance, HPCL and UPL, respectively.

Number of stocks reshuffled highest in last 10 years 
 In CY17, Nifty-50 saw the highest number of stocks reshuffled in a particular

calendar year – total seven stocks have been reshuffled.
 Since CY12, 24 stocks have been reshuffled. Notably, the weight of the

reshuffled stocks is quite stable.
 Weights of IndusInd Bank and Yes Bank in the index are at new highs – up 2.6x

and 2.1x, respectively, since they entered the index.
 However, Tech Mahindra’s weight has halved. Lupin’s weight is down

significantly from its peak of 1.6% to 0.6% due to its underperformance over
the past two years.

 Stocks where weights are quite stable since they entered the index are: Asian
Paints, Ultratech, Zee Entertainment, Bosch, Adani Ports, Eicher Motors,
Aurobindo Pharma and Bharti Infratel.

Nifty Midcap-100 reconstitution: Healthcare, Technology and Retail big 
gainers; NBFCs, Oil and Auto top losers 
 Nifty Midcap-100 composition will also a change along with other NSE indices.

Six stock changes: Adani Enterprises, Avenue Supermarts, Divis Lab, Escorts,
Fortis Healthcare and Infibeam Incorporation will replace MRF, Petronet LNG,
Reliance Capital, REC, Sun Pharma Advanced Research and Wockhardt.

 Healthcare will take number one spot in allocation of Midcap-100 weights at
12.1% (+250bp), replacing NBFCs, which will shed 270bp to 10.5% (-270bp).

 Oil & Gas’ weight will decline by 180bp to 3.3%; this is due to the exclusion of
Petronet LNG from the Midcap-100 index.

 Avenue Supermarts will be included in Midcap-100 with 0.7% weight, taking
Retail’s weight to 2.2% (+70bp).

Note: Prices and weight calculation on closing of 22nd Sep 2017 

Bajaj Finance only outperformer 
post announcement of inclusion 
(Prices rebased to 100) 

Trend in number of stocks 
reshuffled in a particular year 

Top 10 stocks in Midcap-100 (%) 
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Nifty-50 reconstitution: All three OMCs now part of benchmark 
 It is first time in the history of the benchmark when all three OMCs will be part

of the Index. HPCL will enter with 0.9% weight, helping Oil & Gas to cement its
position in the benchmark.

 Inclusion of Bajaj Finance (1% weight) will take NBFC’s weight to near double-
digit at 9.5% (+90bp). UPL will enter the index with 0.8%.

 With the exit of Bank of Baroda (weight: 0.4%), PSU Banks’ weight will be at an
all-time low of 2.5%. Other losers include Utilities (-40bp), Cement
(-40bp), Automobile (-40bp) and Private Banks (-30bp).

 Least impacted sectors would be Technology, Consumer, Healthcare, Capital
Goods, Metals, Telecom and Media.

 BFSI will have a weight of 35.8% (+30bp) post the reshuffle, which will be almost
equivalent to the combined weights of Oil, Technology and Auto.

Exhibit 1: Trend in OMCs’ weight in Nifty-50 (%)   
Weight in Nifty-50 (%) 

CY02 CY03 CY04 CY05 CY06 CY07 CY08 CY09 CY10 CY11 CY12 CY13 CY14 CY15 CY16 Current w.e.f 29th Sep 
BPCL 1.9 2.2 1.5 1.0 0.6 0.5 0.7 0.5 0.5 0.4 0.5 0.4 0.6 0.8 1.1 1.0 1.0 
HPCL 2.9 2.4 1.5 0.8 0.5 0.9 
IOCL 1.1 1.1 
OMCs 4.8 4.6 3.1 1.8 1.1 0.5 0.7 0.5 0.5 0.4 0.5 0.4 0.6 0.8 1.1 2.1 2.9 
 

Source: NSE, MOSL 

Exhibit 2: NBFCs and Oil & Gas will see an increase in weight Exhibit 3: Auto, Utilities, Cement, PSU Banks – biggest losers 

Source: NSE, MOSL 

Exhibit 4: Sectors which will not have material impact due to index reconstitution   

Source: NSE, MOSL 
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Interesting observations from sectoral weight changes in past decade: 
Private Financials at all-time high; PSU Banks at new lows 
 Financials’ weights have kept rising over the years. BFSI will now contribute

35.8% (+2.9x in 10 years) of overall Nifty-50.
 Private Banks at 23.8% will have the highest weight in Nifty-50, while the weight

of PSU Banks will drop to 2.5%.
 Automobile’s (with 10.4%) weight in Nifty now stands shoulder-to-shoulder

with Technology, at ~11%. Auto has bridged the gap versus Technology,
especially over the last two years. The gap between Auto and Technology has
come off from 640bp in CY15 to just 80bp now.

 Oil & Gas’ weight in index has been quite volatile in last decade. The sector’s
weight was at 17.6% around 15 year ago; it climbed to 1st position a decade ago
to 25.4%. However, over the last five years, the weight is quite stable at ~11-
12%.

 Consumer’s weight has remained stable over the last four years, but has
increased significantly (+610bp) over the last 10 years, given its sharp
outperformance v/s the index.

 Healthcare’s weight is down significantly due to the underperformance over
the last couple of years.

 Weight of Capital Goods will now be at a 14-year low of 3.8%. The sector now
represents only one stock in the benchmark (L&T).

 Metals’ weight has bounced off its lows of sub-1% in CY15, but it is far off from
the peak of 9.7% in CY03.

 Real Estate has no representation in Nifty-50.

Exhibit 5: Trend in Nifty sectoral weight (%) – Private Financials at all-time high; PSU at new low 
New Avg. Weight Chg. – New v/s 

Sector CY06 CY07 CY11 CY12 CY15 CY16 Current w.e.f 29th Sep CY06-16 Avg. Weight (pp) 
Automobiles 6.4 3.4 8.1 8.8 9.9 11.8 10.8 10.4 7.4 2.9 
Banks-Private 5.7 5.6 13.7 16.9 20.7 21.5 24.1 23.8 13.8 10.0 
Banks-PSU 4.4 4.1 3.7 4.7 3.3 3.1 2.9 2.5 4.2 -1.7
NBFC 2.1 2.3 6.9 7.9 7.0 6.6 8.6 9.5 5.6 3.9 
Capital Goods 8.6 10.5 5.5 5.9 4.2 4.0 3.9 3.8 6.9 -3.1
Cement 3.3 2.1 3.1 4.2 2.8 3.0 2.0 1.6 2.9 -1.3
Consumer 6.2 3.6 10.7 12.3 10.1 10.1 9.8 9.7 8.6 1.1 
Healthcare 3.9 2.2 4.4 5.0 7.3 6.3 4.3 4.2 4.5 -0.3
Media 0.6 0.4 0.0 0.0 0.8 0.8 0.8 0.7 0.3 0.4 
Metals 5.0 9.0 5.6 3.8 1.3 1.5 3.6 3.5 5.1 -1.5
Oil & Gas 21.1 25.4 13.3 12.3 9.1 9.4 11.2 11.9 15.3 -3.4
Real Estate 2.3 0.5 0.5 1.1 -1.1
Technology 19.4 9.5 15.8 11.4 16.3 14.4 11.4 11.2 14.1 -2.9
Telecom 12.0 11.4 3.3 2.0 2.2 2.3 2.1 2.1 5.0 -3.0
Utilities 1.1 8.2 5.4 4.5 4.1 4.4 3.8 3.4 5.3 -1.9
Miscellaneous 0.3 0.8 0.8 0.9 1.6 0.6 1.0 
Nifty-50 100 100 100 100 100 100 100 100 100 
 

Note: Miscellaneous include Jet Airways in CY06, Adani Ports in CY15/CY16/Current and UPL addition w.e.f from 29th Sep. 
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Exhibit 6: Private v/s PSU weights in Nifty (%)   

Source: NSE, MOSL 

Aggregate weight of existing 47 Nifty stocks to see decline of 120bp 
 Of the top-5 stocks to be most impacted, three are from Private Financials.
 Top-10 stocks to be most impacted (in terms of weight) by the index

reconstitution: HDFC Bank (-12bp), HDFC (-9bp), Reliance Ind (-9bp), ITC (-8bp),
ICICI Bank (-6bp), Infosys (-6bp), L&T (-5bp), TCS (-4bp), Kotak Mahindra Bank
(-4bp) and Maruti Suzuki (-4bp).

 Top-10 stocks currently contribute 53.5% of Nifty-50 allocation. However, post
the reshuffle, it is likely to come down to 52.8% (-70bp).

Exhibit 7: Existing stocks – weight change (bp)   

Source: NSE, MOSL 
Exhibit 8: Stock weights w.e.f from 29th Sep (%) – top 10 stocks will contribute 52.8% of the index 

Source: NSE, MOSL 
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Nifty FY19 EPS to see 0.4% downgrade 
 Nifty EPS for FY18 will see a marginal upgrade of 0.2%. However, it will see a

downgrade of 0.4% for FY19, primarily due to a higher increase in free float
market cap of 1.6% compared to a rise of 1.8%/1.1% in free float PAT for
FY18/FY19.

 We now estimate Nifty EPS at INR491 for FY18 (+15.9%) and ~INR605 for FY19
(+23.2%).

 Notably, cumulative free float market cap of the new stocks to be included is
2.4x of the stocks to be excluded from the index.

 Nifty trades at a P/E of 20.4x on FY18E earnings based on current composition;
this will remain unchanged post reshuffle. However, based on FY19E earnings,
P/E will expand marginally from 16.4x to 16.5x post the reshuffle.

Exhibit 9: FY18E Nifty EPS to see marginal upgrade Exhibit 10: FY19E Nifty EPS to see 0.4% downgrade 

Source: MOSL 
Exhibit 11: Stock-wise contribution to growth in FY18E Nifty EPS (INR)  

Source: MOSL 
Exhibit 12: Stock-wise contribution to growth in FY19E Nifty EPS (INR)  

Source: MOSL 
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Nifty Midcap-100 reconstitution: Healthcare, Technology and Retail big 
gainers; NBFCs, Oil and Auto top losers 
 Nifty Midcap-100 composition will also a change along with other NSE indices.

Six stock changes: Adani Enterprises, Avenue Supermarts, Divis Lab, Escorts,
Fortis Healthcare and Infibeam Incorporation will replace MRF, Petronet LNG,
Reliance Capital, REC, Sun Pharma Advanced Research and Wockhardt.

 Healthcare will take number one spot in allocation of Midcap-100 weights at
12.1% (+250bp), replacing NBFCs, which will shed 270bp to 10.5% (-270bp).

 Oil & Gas’ weight will decline 180bp to 3.3% due to the exclusion of Petronet
LNG from the Midcap-100 index.

 Avenue Supermarts will be included in Midcap-100 with 0.7% weight, taking
Retail’s weight to 2.2% (+70bp).

Exhibit 13: Healthcare, Tech will see an increase in weight Exhibit 14: Auto, Oil, NBFCs – biggest losers 

Source: NSE, MOSL 
Exhibit 15: Nifty Midcap-100 sectoral weights w.e.f 29 Sep 2017 (%)   

Source: NSE, MOSL 
Exhibit 16: Nifty Midcap-100 current sectoral weights (%)   

Source: NSE, MOSL 
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