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Stock Exchange Sensitive Index (Sensex) 

 

 SENSEX stands for Stock Exchange Sensitive Index. It is also widely 

recognized as the BSE, which is India's oldest stock exchange, located in Mumbai. 

The Sensex stands as a fundamental metric, commanding attention from investors 

and analysts alike. Serving as a vital indicator of market performance, the Sensex, 

formally known as the S&P BSE Sensex, embodies a sophisticated mechanism for 

evaluating the vitality and direction of the Indian stock market. 

 

What is Sensex? 

 Sensex, short for 'Stock Exchange Sensitive Index,' represents the Bombay 

Stock Exchange's stock market performance. Sensex, or the S&P BSE Sensex, is 

the benchmark stock market index of India. It shows how well the 30 biggest and 

most traded stocks on the Bombay Stock Exchange (BSE) are doing. People often 

use it as a way to measure how the Indian stock market is performing. 

 

How does the Sensex work? 

 The Sensex plays a crucial role in reflecting the movements of the Indian 

stock market and serves as an indicator of the overall health of the economy. Let is 

delve into the details: 

 

1. Composition: 

The Sensex comprises 30 of the largest and most actively traded stocks listed on the 

BSE. 

These 30 stocks are carefully selected to represent various sectors of the Indian 

economy. 

2. Calculation: 

The Sensex is calculated using a method called free-float capitalization. 

 In this method, companies are weighted based on their share of the total 

market capitalization of the index. 
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Larger companies have a greater impact on the index due to their higher market 

capitalization. 

The calculation involves dividing the free-float market capitalization of the 30 

companies by a number called the index divisor. 

The index divisor ensures that the Sensex remains comparable over time, even 

when there are changes in the constituent stocks due to corporate actions or 

replacements. 

3. Significance: 

 The Sensex is considered a barometer of investor sentiment and economic 

trends. 

 When the Sensex rises, it indicates that the prices of the underlying 30 

stocks have increased, reflecting optimism in the market. 

 Conversely, a decline in the Sensex suggests that the prices of these stocks 

have fallen, signaling caution or pessimism. 

 

Difference between Nifty and Sensex 

 

 Nifty and Sensex are two of the most well-known stock market indices in 

India, often used as barometers to gauge the overall performance of the Indian 

stock market. However, there are some key differences between the two: 

   

  Sensex Nifty 

Composition The Sensex is composed 

of 30 of the largest and 

most actively traded 
companies listed on the 

Bombay Stock Exchange 

(BSE). It represents a 
diverse range of sectors. 

The Nifty, officially known 

as the Nifty 50, comprises 

50 of the largest and most 
liquid stocks listed on the 

National Stock Exchange 

(NSE). It also covers 
various sectors of the 

economy. 

Stock Exchange It is associated with the 

Bombay Stock Exchange 
(BSE), which is one of the 

oldest stock exchanges in 

Asia. 

It is associated with the 

National Stock Exchange 
(NSE), a relatively newer 

exchange known for its 

electronic trading 
platform. 
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Sector Representation Due to its smaller number 

of constituents, the 
Sensex may not cover as 

wide a range of sectors as 

the Nifty. 

With more companies, the 

Nifty offers a broader 
sectoral representation, 

potentially capturing a 

more comprehensive view 

of the market. 

Number of Companies It consists of 30 

companies, making it a 

narrower index in terms of 
the number of 

constituents. 

It includes 50 companies, 

which provides a broader 

representation of the 
market. 

Impact of Large 

Companies 

Since it has fewer 

companies, the 
performance of a few 

large companies can have 

a significant impact on the 
overall movement of the 

index. 

The larger number of 

constituents in the Nifty 
may distribute the 

influence of individual 

companies more evenly. 

Conclusion 

 The Sensex is more than just a numerical representation of stock prices; it 

reflects India's economic landscape and investor sentiment. As an essential 

benchmark, it provides insights into the performance of India's top companies 

across various sectors. Investors use Sensex to gauge market trends, make 

informed investment decisions, and monitor economic health. The index's journey 

through various milestones underscores the dynamism of India's financial markets 

and the broader economy, making it a critical tool for investors seeking exposure to 

India's growth story. 

 

 

 

 

 

 


