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Abstract: Stock markets have become an integral part of the Indian economy.  The  manner  in which  securities  are  priced  

in  the  capital  market  has  attracted  the  attention of  many investors for long. This  study  sought  to  investigate  the  

impact  of  estimating  of Systematic  risk  in  equity  stocks  of  the  various  sectors  of  the  National stock  Exchange (NSE.  

The  study  will  be  of  benefit  to  both  policy  makers  and  investors  to  identify  the specific factors affecting stock prices 

To the investors it will provide useful and adequate information an understanding on the systematic risk and stock  return as 

a key piece in  building  ones  investment  philosophy. To the market regulators to establish the NSE performance against 

investors’ perception of risks and returns and hence develop ways of building investor’s confidence, the buddy investors 

review and strengthening of the legal and regulatory framework and also This  study  found  out  that  there  were  effects 

market  sector  betas  and  returns Second  there  is viable impact of  systematic  risk and  stock  market  return   because  

systematic  risk  and  stock  market return exhibits  a  strong  negative  autocorrelation,  indicating  that  the  stock  market  

return  is  a function of more variable than systematic risk. Stock prices will always fluctuate depends on markets movements 

with account of continuous buying and selling of securities, so that stock price movements anticipates by using fundamental 

analysis i.e. Economy sector, industry sector and company analysis ( EIC). 

Keywords: Equity Stock, fundamental analysis, NSE, Systematic risk etc. 

I. INTRODUCTION 

Financial markets play a fundamental role in the economic development of a country. They are the intermediary  link  in  

facilitating  the  flow  of  funds  from  savers  to  investors . Stocks allow you to own a portion of a public corporation. The 

owners sell control of the company to stockholders to gain additional funds to grow the company. This is called the initial 

public offering. After the IPO, the stockholders can resell the shares on the stock market.The stock market is where you can 

buy, sell, and trade stocks any business day. It's also called a stock exchange. Stocks allow you to own a share of a public 

corporation. The stock price is based on the corporation's earnings; The Stock Market is a series of exchanges where successful 

corporations go to raise large amounts of cash to expand. Stocks are shares of ownership of a public corporation that are sold to 

investors through broker dealers. Or financial institutions, the investors profit when the companies increase their earnings. This 

keeps the Indian economy growing. It's easy to buy stocks, but it takes a lot of knowledge to buy stocks in the right company.  

Indian Stock Markets: Most of the trading in the Indian stock market takes place on its two stock exchanges: the Bombay 

Stock Exchange (BSE) and the National Stock Exchange (NSE). The BSE has been in existence since 1875. The NSE, on the 

other hand, was founded in 1992 and started trading in 1994. However, both exchanges follow the same trading mechanism, 

trading hours, settlement process, etc. At the last count, the BSE had about 4,700 listed firms, whereas the rival NSE had about 
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1,200. Out of all the listed firms on the BSE, only about 500 firms constitute more than 90% of its market capitalization; the rest 

of the crowd consists of highly illiquid shares.  

National Stock Exchange: The National Stock Exchange of India Limited (NSE) is India's largest financial market. 

Incorporated in 1992, the NSE has developed into a sophisticated, electronic market, which ranked fourth in the world by equity 

trading volume in 2015. Trading commenced in 1994 with the launch of the wholesale debt market and a cash market segment 

shortly thereafter. Today, the exchange conducts transactions in the wholesale debt, equity and derivative markets. One of the 

more popular offerings is the NIFTY 50 Index, which tracks the largest assets in the Indian equity market. US investors can 

access the index with exchanged traded funds (ETF) like the shares India 50 ETF, which is listed under the ticker symbol 

INDY. 

Bombay Stock Exchange: The Bombay Stock Exchange (BSE) is the first and largest securities market in India and was 

established in 1875 as the Native Share and Stock Brokers' Association. Based in Mumbai, India, the BSE lists close to 6,000 

companies and is one of the largest exchanges in the world, along with the New York Stock Exchange (NYSE), NASDAQ, 

London Stock Exchange Group, Japan Exchange Group, and Shanghai Stock Exchange. The BSE has helped develop the 

country's capital markets, including the retail debt market, and helped grow the Indian corporate sector. In 1995, the BSE 

switched from an open-floor to an electronic trading system. There are more than a dozen electronic exchanges in the U.S. alone 

with the New York Stock Exchange (NYSE) and Nasdaq being the most widely known. Today electronic systems dominates the 

financial industry overall, offering fewer errors, faster execution and better efficiency than traditional open-outcry trading 

systems. 

II. TYPES OF RISK 

A. Systematic Risk:   This is Uncontrolled by an organisation & Macro in nature. 

B. Unsystematic Risk: Controllable by an organisation & Micro in nature. 

Systematic Risk: 

 

Unsystematic Risk: 
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Systematic risk refers to that portion of total variability (risk) in return caused by factors affecting the prices of all 

securities. Economic, political, and sociological changes are the main sources of systematic risk. Though it affects all the 

securities in the market, the extent to which it affects a security varies from one to another. The systematic risks of various 

securities differ due to their relationship with market. Systematic risk cannot be diversified but measured in terms of beta (ß), a 

statistical measure. The „ß‟ factor describes the movement in a security‟s or a portfolio‟s return in relation to that of the market 

returns   

Unsystematic Risk: 

Unsystematic risk refers to that portion of total risk that is unique or peculiar to a firm or an industry, above and beyond 

that affecting securities markets in general. Factors like consumer preferences, labour strikes, management capability etc. 

IV.Literature review: 

Volatility of futures and spot market: 

Several studies have attempted to examine the behaviour of spot market volatility since the inception of futures trading.  

Edwards (1988) tries to gather evidence to verify the fact that stock index futures trading has destabilised the spot market in the 

long run. Using variance ratio F tests from June 1973 to May 1987, 3 Edwards concludes that the introduction of futures trading 

has not induced a change in the volatility in the long run. 

Harris (1989) observes increased volatility after the introduction of index futures by comparing daily return volatilities 

during the pre-futures (1975-1982) and post-futures (1982-1987) between S&P 500 and a non S&P 500 group of stocks 

controlling for differences in firm attributes (beta, price-level, size and trading frequency). He notes that increase in volatility is 

a common phenomenon in different markets and index futures by themselves may not bear the sole responsibility. He points out 

other index-related instruments and developments such as growth in index funds and increase in foreign ownership of equity as 

possible explanations of higher volatility in stock markets. 

Ross (1989) demonstrates that, under conditions of no arbitrage, variance of price change must be equal to the variance of 

information flow.  This implies that the volatility of the asset price will increase as the rate of information flow increases. If this 

is not the case, arbitrage opportunities will be available. It follows, therefore, that if futures increase the flow of information, 

then in absence of arbitrage opportunities the volatility of the spot price must change.   

Herbst (1990) document expiration day volatility of the stock index futures and the "special" Friday opening. Volatility is 

measured by the standard deviation of returns. It is seen that there is a fall in the triple witching hour due to change in settlement 

procedure from the third Friday to preceding Thursday. 

More Stocks in Portfolio → 

Volatility 

Diversifiable Risk 

Non-Diversifiable Risk 
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Madhusoodanan (1997)15, carried out a study on a sample of 120 scrip traded on the Bombay Stock Exchange pertaining 

to the period January 1987 to March 1995. In order to check the sensitivity of the result to the choice of index, the study 

employed both BSE Sensex. The analysis did not find any positive relationship between beta and return. The study showed that 

maximum risky portfolio gave the minimum return while the minimum risky portfolio yielded comparably higher returns.   

Mohanty (2001)17, attempted to find out whether the returns generated by small stocks was higher compared to those of 

large stocks. Data on all the companies from Indian stock market have been collected from the Prowess database of CMIE 

during the period September 1991 to March 2000.  Using Fama and MacBeth regression, it is found that size is negatively 

related to the average stock return in the sample period.  

Kumar and Gupta (2009)31, examined the volatility of individual stocks listed at National Stock Exchange  using daily 

closing prices of 29 select  companies from S&P CNX Nifty covering the period from 1996 to 2007. The study concluded that 

most of the companies were highly volatile with low or even negative return. 

Madhu and Tamimi (2010), 34 examined the application of CAPM in estimating the systematic risk and expected return. A 

sample of 60 companies in drug industry from BSE during the period from 2001 to 2007 was selected. The regression results of 

the study revealed that CAPM did hold well in Indian stock market in explaining the systematic risk and establishing the trade-

off between risk and return. 

III. NEED OF THE STUDY 

It can be seen that volatility has its long term impact in the market so an investor is required to take all possible measures to 

design his portfolio. Stock returns bear a good relationship with volatility as with increase in financial volatility stock prices 

fluctuates. According to one study, an average investor gets very less returns as compared to the average market returns. So, he 

is required to understand the fluctuations in the bourses to earn the maximum profits out of his investment. 

IV. SCOPE OF THE STUDY 

The present study intends to judge the relationship between risk and return in the Indian equity market.  The scope of the 

present study is limited to the constituents of BSE500.  The testing of the relationship between the risk and return is taken into 

consideration. The distributional risk variables that have direct relation with the probability distribution of returns, namely, 

variance of the return, the skew ness of the return and kurtosis of the return distribution and the security market return 

correlation with average rate of return have been taken into account on the one hand. The financial risk variables, namely, 

liquidity ratio, leverage ratio, dividend pay-out ratio, growth in assets, sales, earnings, size and earnings per share have been 

examined on the other. The yearly beta values are considered to measure the importance of risk by testing the stationary of beta 

coefficients in the market. The informational efficiency of the Indian stock market is tested in weak form only. 

V. STATEMENT OF THE PROBLEM 

The study of stock market and its volatility and seasonality is acquiring an important place in the modern business analysis.   

The functions and responsibilities of the business enterprises are changing day by day. The days of laissez fair have gone.  In 

those days, the primary aim of the state was to raise funds so as to meet the financial requirement for maintenance of law and 

order. But, now a days raising of funds for the business firms is done not only from the Financial institutions but also from the 

stock exchanges. The stock exchanges in India raise surplus funds from the people and direct them to the business enterprises. 

Instead, they offer dividends for the investors who invest their money in the shares. 

VI. OBJECTIVES OF THE STUDY 

The objective the study was to examine effects of estimation of Systematic risk   in equity stock market   for firms listed in 

the National stock exchange in view of the following specific factors:  



S. Chandrasekhar et al.,                                  International Journal of Advance Research in Computer Science and Management Studies 

                                                                                                                                          Volume 6, Issue 11, November 2018 pg. 39-47 

 © 2018, IJARCSMS All Rights Reserved           ISSN: 2321-7782 (Online)        Impact Factor: 7.327       e-ISJN: A4372-3114          43 | P a g e  

1.  A study on the impact of external factors on Indian capital market.  

2.  The impact of systematic risk on individual security returns in India.  

3.  A study on pricing of securities under conditions of market risk 

VII. METHODOLOGY 

The current chapter deals with the research methodology used for the carrying out the research. We have discussed about 

the research design, tools as well as software used for data collection. The announcement of corporate information is influenced 

by the regulatory and market forces. It is the statutory mechanism that makes it imperative for the companies to provide 

information about their corporate actions in order to make them more transparent 

The methodology applied to such study is known as “event study”. The study focuses on the reaction of market to 

variability of both stock prices and volumes subsequent to the announcement of bonus and stock splits and how quickly the 

information is impounded in the stock prices. The study also incorporates cross sectional regression technique in order to study 

the impact of various macro variables on the abnormal returns. Accordingly, we have been able to find out the research gaps  

This work has got its own methodology. The study uses only secondary data for analytical purpose. Secondary data are not 

originally collected rather obtained from published or unpublished sources. The data for the present study were collected from 

the websites of the Bombay Stock Exchange and from the National Stock Exchange. The data also collected from the related 

website 

The collected raw data were classified and computed according to requirement of the study. With a view to study the 

volatility and seasonality of the Indian stock market the appropriate statistical tools have been used. This analysis further has 

been interpreted and observation is made out of it. 

Risk- Return Relationship: 

The objective of financial investing is to earn the largest possible profit or return on investment. Investing always involves 

a certain amount of risk, i.e., there is  a  chance  that  an  investment  will  yield  not  only profit  but  also  loss.  Thus investing 

aims at profit maximization and risk minimization 

There appears to be a direct correlation between return and risk, that is, the higher the return, the higher the risk. Therefore, 

the investor should attempt to keep the risk associated with the return proportional. Expecting excessive risk doesn‟t ensure  

excessive return. Not all securities with a given level of return have the same degree of riskthe development of the theoretical 

relationship between risk and expected return is built on two economic theories: portfolio theory and capital market theory. 

Portfolio theory deals with the selection of portfolios that maximize expected returns consistent with individually acceptable 

levels of risk Capital market theory deals with the effects of investor decisions on security prices. It shows the relationship that 

should exist between security returns and risk, if investors constructed portfolios as indicated by the portfolio theory. The risk 

and return relationship indicates how much an asset‟s expected return should be given its relevant risks, as it also specifies how 

an asset should be priced. Hence the risk and return relationship is also referred to as an Capital asset pricing mode 

Security Analysis and Portfolio Management: 

An investor considering investment in securities is faced with the problem of choosing from among a large number of 

securities. The choice depends upon the risk-return characteristics of individual securities. The investor will choose the most 

desirable securities and likes to allocate his funds over this group of securities. 

Security Analysis: The process of examining and evaluating individual securities is to estimate the results of investing in 

them. It involves the projection of future earnings or dividends, forecasts of share price and intrinsic value of a security 
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Fundamental Analysis: Fundamental analysis examines all the dimensions of risk exposure and the probabilities of return, 

and merges them with broader economic and greater industry analysis to formulate the valuation of a stock. It analyses the 

economic environment, industry and company performance before making an investment decision. Analysis of the economy, 

strategy, management, product, financial status and other related information help to choose shares that will outperform the 

market and provide consistent gains to the investors 

Technical Analysis:Technical analysis is based on the economic premise. The forces of dbesides this fundamental 

information, the market price may also be influenced by other psychological factors such as perception, sentiment and timing of 

investors demand and supply determine the pattern of market price and the volume of trading in a share 

Portfolio Management: An investor invests the funds in a portfolio expecting to get a good return consistent with the risk 

that the investor has to bear. The return realized from the portfolio has to be measured and the performance of the portfolio has 

to be evaluated. It is clear that rational investment activity involves creation of aninvestment portfolio. Portfolio management 

comprises all the processes involved in the creation and maintenance of an investment portfolio. It is a complex process which 

tries to make investment activity more rewarding and less risky. 

Portfolio Analysis:  Portfolio Selection:The inputs from the portfolio analysis can be used to identify the set of efficient 

portfolios.  From this set of efficient portfolios the optimal portfolio has to be selected for investment. Fundamental analysis and 

technical analysis help the investor in evaluating securities individually and select them for suitable investment decisions 

Portfolio Revision:The investor has to constantly monitor the portfolio to ensure that it continues to be optimal. As and 

when the changes take place, the composition of security should be shuffled and changes made accordingly to attract more 

retunes 

Portfolio Evaluation:It is a process which is concerned with assessing the performance of the portfolio over a selected 

period of time in terms of risk and return. This involves quantitative measurement of actual return realized and the risk borne by 

the portfolio Construction  

Capital Asset Pricing Model (CAPM): 

The relationship between risk and return established by the security market line is Capital Asset Pricing Model. It is 

basically a simple linear relationship. The higher the value of beta, higher would be the risk of the security and therefore, larger 

would be the return expected by the investors. That is, all securities are expected to yield returns commensurate with their 

riskiness as measured by β. This relationship exists for individual securities as well as for portfolios whether efficient or  not. It 

postulates that systematic risk is the only important ingredient in determining expected return 

The systematic risk is measured by β. The β coefficient tells us how much systematic risk a particular asset has, relative to a 

portfolio that contains all assets in the economy. The portfolio that contains all assets in the economy is called market portfolio. 

This portfolio places a central role in CAPM. The market portfolio is unobservable, and therefore, it has to be proxies by some 

index like stock market. Technically, β is the covariance of a stock‟s return with the return on a market index scaled by var iance 

of that index. It is also measured as slope in the regression of a stocks return on market. CAPM is a model that describes the 

relationship between risk and expected return and that is used in the pricing of risky securities. The expected return on security 

can be found out by: 

E (Ri) = Rf + βi (E (Rm) ˗  Rf) 

Where: 

Ri = Expected return on a security 

Rrf = Risk-free rate 
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Ba = Beta of the security&Rm = Expected return on market 

One of the important outcomes of the CAPM assumptions is that all investors hold a portfolio which is a combination 

between riskless portfolio and market portfolio. This is because all investors will have identical efficient frontiers due to the 

assumption of homogenous expectations. They  can however, have different utility functions, which all decide what 

combination of riskless portfolio and market portfolio the investor will choose. 

Risk and Return: 

The relationship between risk and return is an essential factor in all human decision making. Each investment that a firm 

undertakes, for example, must offer a return that is at least as high as the return on a similarly risky investment on financial 

markets. Otherwise shareholders would choose to invest in the financial markets rather than in the firm portfolio theory. Risk is 

explained theoretically as the fluctuation in returns from a security 

Impact of Global Recession on Indian Stock Market: 

The recession in the Indian market and the global meltdown termed as global Recession have engulfed complete world 

economy with a varying degree of Recessional impact. It is diversified world over and can be observed from the very fact of 

falling stock market. In the globalized market scenario, the impact of recession at one place or industry or sector peculates down 

to all the linked industry and this can be truly interpreted from the current global market situation which is still not in control in 

spite of various measures taken to fight back the recession in the market. The badly hit sector is the financial sector, and the 

major issue being the „liquidity crises‟ in the market.  

 

Various steps have been taken by RBI to curb the present recession in the economy and counteract the prevailing situation. 

The sudden drying-up of capital inflows from the FDI which was invested in Indian stock markets for greater returns visualizing 

the potential higher returns flying back, is continuing to challenge liquidity management. At the heart of the current liquidity 

tightening is the balance of payment deficit, and an attempt to mobilise NRI deposit would help in some small way to tide over 

the precarious situation 

Calculation of Risk and Return of with More than Two Securities: 

Rp=       

    Where  

                Rp -Expected return of portfolio  

                Xi- Proportion of funds invested in each security 

ri- Expected return of each security 

                 N- No.of Securities in the portfolio   

   Let us consider a portfolio with four securities having the following characteristics: 

Security Returns% Proportion of investment 

A 15 0.2 

B 17 0.3 

C 20 0.1 

D 23 0.4 

The expected return of this portfolio may be calculated using the formula: 

              Rp= xi×ri 
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rp= 0.2(15)+0.3(17)+0.1(20)+0.4(23) 

                              3.0+5.1+2.0+9.2 = 19.3 or 19% 

    Here Security A- 3.0  ,Security B - 5.1, Security C- 2.0 and Security D- 9.2 

Results : Security D have given  highest return because of proportion  i.e 0.4 Investment is increased with comparing to other 

securities and also expected return is likely difference from others. 

Daily Report business growth in Capital Market segment: 

Month/Year 

No 
ofco.s 
listed* 

No. of co.s 
permitted* 

No. of 
co.s 
available 
for 
trading* 

No. of 
trading 
days 

No. of 
securities 
traded # 

No. of 
trades 
(lakh) 

Traded 
Quantity 
(lakh) Turnover 

Average 
Daily 
Turnover 

Average 
Trade 
Size 

Demat 
Securities 
Traded 
(lakh) 

Demat 
Turnover 

Market 
Capitalisation 

        
(Rs.cr) (Rs.cr) 

   
(Rs.cr)* 

Current 
Month 

            
Oct-18 - - - 21 2325 2889 330716 745584 35504 25809 330716 745584 13693825 

Sep-18 1912 4 1873 18 2253 2405 303804 688319 38240 28616 303804 688319 14292302 

Aug-18 1916 4 1867 21 2258 2408 329845 705869 33613 29312 329845 705869 15730918 

Jul-18 1938 4 1865 22 2264 2352 313396 662867 30130 28185 313396 662867 15128449 

Jun-18 1951 4 1860 21 2200 2225 280206 591696 28176 26592 280206 591696 14329072 

May-18 1941 4 1843 22 2174 2468 342155 700013 31819 28368 342155 700013 14693260 

Apr-18 1952 4 1843 21 2176 2177 298453 641440 30545 29467 298453 641440 15092002 

2017-2018 1,931 4 1,817 246 2821 24914 3771836 7234826 29410 29039 3771836 7234826 14044152 

2016-2017 1,817 4 1,696 248 2,484 19,760 26,24,534 50,55,913 20,387 25,586 26,24,534 50,55,913 1,19,78,421 

2015-2016 1,808 4 1,613 247 1,615 18518 22,01,771 42,36,983 17,154 22,881 22,01,771 42,36,983 93,10,471 

2014-2015 1,733 4 1,544 243 1,603 18,328 23,61,779 43,29,655 17,818 23,623 23,61,779 43,29,655 99,30,122 

2013-2014 1,688 75 1,586 251 2,860 14,432 15,33,716 28,08,488 11,189 19,460 15,33,716 28,08,488 72,77,720 

2012-2013 1,666 76 1,582 250 1,683 13605 16,59,160 27,08,279 10,833 19,907 16,59,160 27,08,279 62,39,035 

2011-2012 1,646 73 1,563 249 1,807 14,377 16,16,978 28,10,893 11,289 19,551 16,16,978 28,10,893 60,96,518 

2010-2011 1,574 61 1,484 255 1,607 15,507 18,24,515 35,77,412 14,048 23,009 18,24,515 35,77,412 67,02,616 

2009-2010 1,470 37 1,359 244 1,968 16,816 22,15,530 41,38,024 16,959 24,608 22,15,530 41,38,024 60,09,173 

2008-2009 1,432 - 1,291 243 1,327 13,651 14,26,354 27,52,023 11,325 20,160 14,26,354 27,52,023 28,96,194 

2007-2008 1,381 - 1,236 251 1,264 11,727 14,98,469 35,51,038 14148 30,281 14,98,469 35,51,038 48,58,122 

2006-2007 1,228 - 1,084 249 1,191 7,846 8,55,456 19,45,285 7,812 24,793 8,55,456 19,45,285 33,67,350 

2005-2006 1,069 - 929 251 956 6,088 8,44,486 15,69,556 6,253 25,781 8,44,486 15,69,556 28,13,201 

2004-2005 970 1 839 253 870 4,510 7,97,684 11,40,071 4,506 25,279 7,97,684 11,40,071 15,85,585 

2003-2004 909 18 787 254 804 3,780 7,13,301 10,99,535 4,328 29,088 7,13,301 10,99,535 11,20,976 

2002-2003 818 107 788 251 899 2,398 3,64,065 6,17,989 2,462 25,771 3,64,049 6,17,984 5,37,133 

2001-2002 793 197 890 247 1,019 1,753 2,78,408 5,13,167 2,078 29,274 2,77,717 5,12,866 6,36,861 

2000-2001 785 320 1,029 251 1,201 1,676 3,29,536 13,39,510 5,337 79,923 3,07,222 12,64,337 6,57,847 

1999-2000 720 479 1,152 254 -- 984 2,42,704 8,39,052 3,303 85,270 1,53,772 7,11,706 10,20,426 

1998-1999 648 609 1,254 251 -- 546 1,65,327 4,14,474 1,651 75,911 8,542 23,818 4,91,175 

1997-1998 612 745 1,357 244 -- 381 1,35,685 3,70,193 1520 97,164 -- -- 4,81,503 

1996-1997 550 934 1,484 250 -- 264 1,35,561 2,94,503 1176 1,11,895 -- -- 4,19,367 

1995-1996 422 847 1,269 246 -- 66 39,912 67,287 276 1,01,950 -- -- 4,01,459 

1994-1995 135 543 678 102 -- 3 1391 1805 17 60167 -- -- 3633 

Source: NSE India (Daily CM Reports) 

 

*At the end of the period. No of companies available for trading excludes suspended companies.  w.e.f. January 2005, No. of 

securities are provided instead of Number of Companies. * ADT is computed at segment level based on total trading days in the 

respective year across products. * Daily turnover data is presented after rounding off. 
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VIII. CONCLUSION 

The role of industries in the economic development of a country is very important. It is said a country is developed country 

when it has industrial development and its share in the country‟s national output is very significant. Without which no country 

in the world would become a developed country. The industrial development is necessary to develop the other sectors of an 

economy since they are mutually interrelated with one another. As far as developing countries like India is concerned, there is 

lack of industrial growth for want of capital resources.  The prices of shares of companies both at National Stock Exchange and 

Bombay Stock Exchange started downwards. But the effect is not like in foreign countries. However, the stock market in India 

restored to its original state at present. The existence of the Over the Counter Exchange of India and well developed sub markets 

ensuring the effective functions of Indian stock market. If the above suggestions are fulfilled, the stability in the stock return and 

market return can be normalized and it will bring more funds to the companies and more gains to the investors and ultimately 

India will flourish in the economic development. 
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