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ABSTRACT

This study examines whether the academic literature-promised value premium has any industry association in
the Indian equity market and tests the existence of other factor premiums: size, investment, profitability, and
R&D, in explaining the cross-sectional variability of stock returns. The study considered all BSE-listed firms
trading between 1999 and 2021, using time-series, multivariate, and cross-sectional methods. Results indicated
that a significant value premium exists in 18 of 21 industry groups. Both industry and firm-level value premiums
are identified; however, the firm-level premium seems more prominent.

The value premium is most substantial in small-cap value stocks of value-and-growth-oriented industries, large-
cap value stocks of value-oriented industry groups, then small-cap growth stocks of value-and growth-oriented
industries and large-cap growth stocks of value-and growth-oriented industries. Interestingly, the subperiod
analysis revealed variation in the value premium, indicating that the industry-associated value premium has
been relatively low in the current decade. Results also confirmed that size and value premiums are the most
prominent determinants of industry returns. The R&D, profitability, and investment premiums also influence
industries' returns. Investors who seck to allocate assets within and across industries are likely to have

predictable and stable returns,
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