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The government of India will launch a Further Fund Offer (FFO5) in the Central Public Sector Enterprises 
(CPSE) ETF. The Exchange Traded Fund (ETF) is managed by Reliance Nippon AMC. CPSE ETF was launched in 
order to facilitate Govt of India’s initiative to dis-invest some of its stake in selected CPSEs through the 
innovative ETF route. Investors are being offered a 3% discount on the ‘reference market price’ of the 
underlying ETF shares. The CPSE ETF was launched in 2014 and has seen five tranches since then. The current 
offering is the sixth tranche. The CPSE ETF has 10 PSUs, but just 4 companies – ONGC, NTPC, Coal India and 
Indian Oil – make up as much as 80% of the ETF. 
 

CPSE ETF FFO5 – Key Information:  
 

 Date: FFO5 to open and close for:  
• Anchor investors on July 18 2019 
• Non anchor investor on July 19, 2019 
 

 Issue size: Tentative between Rs 8000 crs to Rs 12000 crs (Base size of Rs 8000 crs plus additional size to be 
decided by GoI) 
 

 Discounts: 3% upfront to all categories of investors purchased from GoI. Discount not applicable if 
individual shares purchased from open market. 

 

 Proposed category wise allocation:  
• 30% to Anchor Investors and  
• Balance 70% to Retail Investors and QIB (Retirement Funds) (Includes Anchor Investors unsubscribed 

portion) 
• Residual portion (if any) from Retail Individual Investors and QIB (Retirement Funds) to be allocated to QIB 

(other than Retirement Funds) / NIIs.  
 

The current constituent as on 28th June, 2019: 
 
 
 
 
 
 
 
 
 
 
History: 
 
 
   
  
 
 
 
 
  

 
 
  
 

Company Name Weightage (%)

Oil & Natural Gas Corporation Ltd 20

NTPC Ltd 20

Coal India Ltd 20

India Oil Corporation Ltd 20

Power Finance Corporation Ltd 7.8

Bharat Electronics Ltd. 6.04

Oil India Ltd. 3.01

NBCC (India) Ltd. 1.84

NLC India Ltd. 0.73

SJVN Ltd 0.58

Total 100
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CPSE ETF Performance Snapshot: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
   
  
 
 
 
 
  

 
 
  
 
  

Investment Rationale: 
  
 Investment in bluechip Maharatna, Navaratna and Miniratna CPSE stocks 
 Superior Dividend yields (4.89% viz a viz 1.24% for Nifty 50 Index) 
 Listed on exchanges and hence flexibility of trading on real time basis 
 Significantly lower expense ratio i.e 0.0095% 
 Diversification across the 7 different sectors with 10 stocks amongst Public Sector Companies 
 GOI has proposed in latest Union Budget on July 05, 2019 that it will provide an investment option in ETFs 

on the line of equity linked savings schemes (ELSS) 
 

 View: 
  
CPSE ETFs has given better returns in the last few months and great tool of investments in PSEs. We believe 
that CPSE ETF may give opportunity for short-term traders, but have not been successful in creating alpha 
against the indices performance in longer timeframe. Further, GoI in recent budget has proposed to provide 
investment option in ETFs on the line of equity linked savings schemes (ELSS). Though it increases the 
options to save tax under Section 80C, investors need to be cautious as government ownership does not 
ensure capital protection in equity instruments. 
 
  
  
  
  



Narnolia Financial Advisors Ltd. is a SEBI registered Research Analyst having SEBI Registration No. INH300006500.  The Company/Analyst (s) does/do not have any holding in the stocks discussed but these stocks may have been 
recommended to clients in the past. Clients of Narnolia Financial Advisors Ltd. may be holding aforesaid stocks. 
  
The stocks recommended are based on our analysis which is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or 
completeness guaranteed. 
 
Disclosures: Narnolia Financial Advisors Ltd. (NFAL) (FormerlyMicrosec Capital Ltd.) is a SEBI Registered Research Analyst having registration no. INH300006500. NFALis engaged in the business of providing Stock Broking, 
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No penalties have been levied on NFAL by any Regulatory/Statutory authority. NFAL, it’s associates, Research Analyst or their relative may have financial interest in the subject company. NFAL and/or its associates and/or 
Research Analyst may have beneficial ownership of 1% or more securities in the subject company at the end of the month immediately preceding the date of publication of the Research Report. NFAL and its associate 
company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned 
herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an 
advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no 
bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the associates of NFAL even though there might exist 
an inherent conflict of interest in some of the stocks mentioned in the research report. Research Analyst may have served as director/officer, etc. in the subject company in the last 12 month period. NFAL and/or its associates 
may have received compensation from the subject company in the past 12 months. In the last 12 months period ending on the last day of the month immediately preceding the date of publication of this research report, NFAL 
or any of its associates may have: a) managed or co-managed public offering of securities from subject company of this research report, b) received compensation for investment banking or merchant banking or brokerage 
services from subject company of this research report, c) received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company of this research 
report. d) Subject Company may have been a client of NFAL or its associates during 12 months preceding the date of distribution of the research report. NFAL and it’s associates have not received any compensation or other 
benefits from the Subject Company or third party in connection with the research report. NFAL and / or its affiliates may do and seek to do business including Investment Banking with companies covered in the research 
reports. As a result, the recipients of this report should be aware that NFAL may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific 
Merchant Banking, Investment Banking or Brokerage service transactions. Research Analyst’s views on Subject Company may vary based on Fundamental research and Technical Research. Proprietary trading desk of NFAL or 
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Analyst Certification The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, 
or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report.  
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A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com.  
 
Correspondence Office Address: Arch Waterfront, 5th Floor, Block GP, Saltlake, Sector 5, Kolkata 700 091; Tel No.: 033-40541700; www.narnolia.com.  
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Disclaimer:  
 
This report has been prepared by Narnolia Financial Advisors Ltd. (NFAL)and is meant for sole use by the recipient and not for public circulation. The report and information contained herein is strictly confidential and may not 
be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of NFAL. The report is based on the facts, figures 
and information that are considered true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly available media or other sources believed to be 
reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are 
subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments 
for the clients. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances.The securities 
discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific 
recipient. Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade securities - involve substantial risk and are not suitable for all investors.Each recipient of 
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involved), and should consult his/her/its own advisors to determine the merits and risks of such an investment. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same 
time. NFAL will not treat recipients as customers by virtue of their receiving this report. Neither the Company, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, 
incidental, special or consequential including lost revenue or lost profits or lost opportunities that may arise from or in connection with the use of the information/report. The person accessing this information specifically 
agrees to exempt NFAL or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold NFAL or any of its affiliates or employees responsible for any such misuse and 
further agrees to hold NFAL or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. 
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