Small-cap shares in India surge ahead of large-cap benchmarks amid sector rotation
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Indian small-cap shares have moved ahead of large-cap benchmarks in the latest market rebound, with the Nifty Smallcap 100 registering its strongest monthly rise in more than a decade in April, according to Business Standard. The index has recovered sharply from the sell-off triggered by the West Asia conflict, while the Nifty 50 has lagged despite its own April bounce. That divergence has reinforced the view that investors are placing greater faith in domestically oriented smaller companies than in blue-chip names, even as foreign portfolio investors remain more cautious on India’s larger listed firms.
Among the standouts, Garden Reach Shipbuilders has been one of the clearest beneficiaries of the rotation into defence-linked small caps. The company reported a 24.1% rise in quarterly net profit to ₹303.2 crore for the March quarter, while revenue climbed 29.1% to ₹2,119.2 crore, with full-year sales and profit also reaching record levels, according to Business Standard. The stock has also gained support from its expanding order pipeline and from investor interest in naval and green-shipping projects, including hybrid ferries and green tugs.
Angel One has likewise enjoyed a strong rerating, helped by a surge in trading activity during a period of elevated market volatility. The brokerage’s latest quarterly results showed net sales up 38.2% and net profit up 83.5% from a year earlier, as churn in cash and derivatives volumes lifted earnings. PNB Housing Finance has also drawn buyers after posting better-than-expected profit growth in the March quarter, with lower interest costs helping offset slower revenue growth, while analysts continue to watch how higher bond yields and a weaker rupee might affect the lender’s margins.
Other names in the small-cap basket have benefited from a similar mix of operational progress and sector themes. Deepak Fertilisers is expected by brokers to recover as project delays ease and export opportunities improve, while Triveni Turbine has rebounded on hopes that high oil prices will support demand for non-fossil-fuel power equipment. Inox Wind, Aptus Value Housing Finance, Amara Raja Energy & Mobility and Data Patterns India have also attracted renewed attention on the back of earnings momentum, order inflows or longer-term expansion plans.
For all the enthusiasm, valuations are becoming harder to ignore. Business Standard notes that the Nifty Smallcap 100 now trades at a richer earnings multiple than a year ago, while the Nifty 50 has de-rated, leaving the small-cap premium at a high point not seen since late last year. That leaves the sector vulnerable if crude prices climb further, macro conditions worsen or the recent risk-on mood fades.
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