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SIZE EFFECT REVISITED : EVIDENCE FROM INDIAN STOCK MARKET

ABSTRACT

This paper re examines size effect in Indian stock market using data of top 500 Indian companies for the period 1990-2011. We find a strong size premium and the size based investment strategy seems to be economically feasible as it provides extra normal returns on risk adjusted basis. However after the periods of crises (South Esat Asian Crisis 1997 and Sub prime crisis 2007)  size premium turn out to be smaller than that before crisis. The study has strong implications for mutual funds managers, investment analysts as well as small investors who are continuously on lookout for trading strategies that beat the market. The presence of a strong size premium also raises doubts about the informational efficiency of Indian equity market.  
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