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India became the fifth largest market-cap country a few weeks ago. I looked at the numbers 
of the Top 5 stock exchanges - USA, China, Japan, Hong Kong and India with Aditi Varma and 
Ritik Dua for learnings. The presentation with the five-country data is attached below. The 
key points are: 
 

1. The USA and India market cap grew at 8% and 9% CAGR between 2018 and 2023. 
There are outliers and underperformers. Japan and HK are negative. 

2. Another way to look at the market cap is the Market cap to GDP ratio. Hong Kong is 
extreme since you have more listings there, USA is a clear leader on this ratio, Japan 
looks good, but its GDP is down post the pandemic and Japan has been around $5 
trillion for 28 years now. Japan's GDP in 1995 was $5.33 trillion and today it is $4.4 
Trillion!! China has an underdeveloped market cap in relation to its GDP. That's 
because of a lack of confidence in the transparency and the financial institution 
framework. India with its digital framework is building a stronger institutional 
framework and will gain in the coming years. 

3. The top 5 stocks in each country make interesting and different reading. The top 5 
stocks in the USA are all technology companies and then it is a mix and match in the 
other 4 countries. Banks surprisingly figure in the top 5 in some countries and 
experts agree that it's unsustainable when digital disrupts the banking industry. 
China has a profit mandate before a company can IPO and hence most technology 
stocks are listed outside China, since technology is about potential and not past 
delivered profits. 

4. Economist Arthur Okun enunciated the misery index, which is a sum of the inflation 
rate and unemployment rate. America has a challenge with inflation. Jobs are a 
priority for all countries. If inflation is high, can interest rates be far behind? 
America's interest rates are at 5% plus which was unthinkable a few years ago. 

5. The top 5 stocks have about a 20% contribution to the overall market cap in the USA, 
India, and Hong Kong. China is low at 7%. 



6. The top 3 industry sectors vary by country, it is about 55% in USA, India and Japan. 
However, the top 5 industry weight % is similar in 4 of the 5 countries at 75 % of the 
total market cap, except Hong Kong. 

7. The balance between institutional and retail value holding in China is not ideal, USA 
and India are far better. We saw many Indians investing in the stock market during 
the pandemic to offset the loss in salary. The total number of retail investors in China 
is 212 million, India has 116 million Demat accounts (there is some duplication here 
as some individuals hold multiple accounts) and about 150 million people invest in 
stock in the USA. India and China have headroom for growth in their retail investor 
base. 

8. With a bit of a tailwind, India could be the No. 3 stock market in the world by 2030. 
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