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ABSTRACT

The Indian Sock market haswitnessed a major transformation and structural change for the past two decades, which resulted
in a major reformation of economic and financial sector as initiated by the government of India since 1991.Among these
measures, lifting of barriers and opening up the doorsfor Fllsinvestors have played major role in the devel opment of Indian
marketswith other foreign markets, especially with other emerging countries. In thisreport the researcher hasworked on the
Effect of Momentumand Contrarianinvesting strategy with respect to BSE. Researchers have checked the investing strategy on
sectoral index of BSE sensex. The study includesthe 8 years data. Researchershave cal culated annual returns, beta value and
t-test for these strategies to know in which sector who isthe winner and whoisaloser inlong and short period of span. It also

gives an ldea to the investors where they have to invest along with for how much period and duration.
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INTRODUCTION

TheBombay Stock Exchange (BSE) isthat thefirst and largest
securitiesexchange marketin India. 1t got establishedin 1875
in Mumbai, India as the Native Share and Stock Brokers
Association. IntheBSE alist close up to 6,000 companiesand
isoneamong the most important exchangesin theworld, along
with the Japan Exchange Group, Shanghai Stock Exchange
(China), New York Stock Exchange (NY SE), London Stock
Exchange Group. The Bombay Stock Exchange has helped
the country to devel op and grow the Indian Security markets
with theretail sector debt market, and the corporate sector.

In the year 1995, the BSE should switched from an open-floor
of trading system to an e ectronic medium because there are
many types of electronic exchangesin theU.S. along with the
New York Stock Exchange (NY SE) and National Association
of Securities Dealers Automated Quotations being the most
famous and widdy known in the countries.

Now aday e ectronic systems should be dominate the overall
monetary industry with offering few errors, quicker execution,
and the higher efficiency than older vers on of open and manual
trading systems. Securitiesthat the BSE should listsincluding
with the stocks —( option and future) and with the index —
(futures ,optionsand weekly). Theoverall performance of the
BSE is measured by the Sensex, come with the degree of a
sector of thirty of the BSE's largest stocks covering twelve
sectors. Trading should bedonein the BSE through abrokerage
agency, without the stipulated Charge. However, the direct
investment access is given to bind advantageous to investors
for creating the giant transaction within the BSE. BOLT
(Bombay Onlinesystem trading), this platform should used by
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this security exchange for the purpose of efficient trading
.Transactions created in BSE through online medium aredone
through T+2 rolling settlement, whereby all transactions
measure the processed inside within of 2 days. Securitiesand
Exchange Board of India (SEBI) is accountable for the
regulation of this stock exchange and continue the updates
regarding therulesfor itssmooth operation.

ASSORTED INVESTMENT METHOD

Trading of securities of acompany who arelisted in Bombay
stock market will be done either directly or indirectly,
depending upon the quantity of transactions undertaken.
Primary trading should be done only through the brokerage
agencies who are registered and institutional investors who
making the bulk transactionsin BSE. Retail customers, onthe
opposite hand, don’'t must accessto direct investment schemes
and must maketransactionsthrough an authorized stockbroker
or a stock investing platform. this is often referred to as
secondary trading mechanism, regulated by the Financial
Industry administrativeunit (FINRA). For secondary trading,
a private must hold a DEMAT account, through which the
financial transactions occur. Virtual ownership of all stocks
will be gained through the account itself.

Chief Investment Segments

All companies listed under BSE can use the subsequent
financial instrumentsto boost fundsfor hisor her business:

i) Equity

Equity instruments primarily consist of shares issued by a
company to raise adequate paid-up capital for its smooth
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operations. Huge amount of equity israised during an initial
public offering of astart-up company from the primary capital
market. However researcher , newissuance of sharesis subject
to strict regulations under SEBI, due to volatility of prices at
thisstage.

Equity already issued are often traded amongst retail customers
within the secondary market through a stockbroker.

ii)  Debt Instrumentsand government securities—

These securities are issued by a company to raise finances
without giving ownership toinvestors. Relatively risk-freein
nature, trading in debt instruments are often wiped out both
primary and secondary market, depending upon its nature.
Various government securities such as zero coupon bonds,
floating rate bonds and capital indexed bonds are traded in
BSE.

ADVANTAGESOFLISTING

A company listed under Bombay stock market can enjoy several
benefits, such as:

Hassle-freecapital generation

Listed companies enjoy the trust from of all the types of
investors present within the market. It spreads market
knowledge regarding ayoung business, allowing individuals
to carefully analyze the approaching condition of such
companies and invest accordingly. Paid up capital for any
businesscan only beraised effectively if acorporationislisted
with a prevalent stock market during a country. Market
securitiesare often readily sold duringafinancial market if it's
listed in Bombay stock market , thereby sufficing theliquidity
needs of both businesses and individual investors. Funds
requirement of acompany can beobtained through theissuance
of debt and equity securities, which investors purchasefor the
purpose of wealth creation. Securities purchased are often
readily sold through the electronic trading settlement of BSE,
thereby allowing investors to effectively encash their
investment as and when the necessity arises.

a) Legal Monitoring :

Investors can analyse through fraudulent companies if they
choosetoinvest in organizationslisted with BSE. Several rules
and regul ationsare compul sory by SEBI monitoring theactions
of registered companies, minimizing the chances of investors
incurring alossduetoillegal activities of abusiness.

b)  Timelyinformation display

Proper amount of information about total revenue generation
and reinvestment pattern need to be published annually by all
companieswho arelisted under the BSE stock market . Total
dividend distributed, bonusand transfer issues, book-to-closure
facility etc. hasto be displayed and provided as per the SEBI
regulations.

¢) Adequatepricingrules
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Price of securities trading in BSE share market is decided
through demand and provide of an equivalent currently
prevailing. Thisreflectsthe real value of a share, affecting a
company’s market capitalisation and ease of procurement of
funds.

Collateral guarantee

At thetimeof acquiring loan ,Securitiesissued by a company
actsasacallateral guarantee. Most of thefinancial institutions
accept equity shareslisted in BSE as leverage against which
funds are often derived

I nterdependency of Indian Stock M arket with other
Emerging M ar ket

In the recent years due to globalization, deregulation and
integration between countries the interdependency among
major world stock marketshas 187 increased. Often responses
from the equity movements of other marketsall over theworld
and The Indian Stock market has witnessed a major
transformation and structural change for 10 to 15 yearsas a
result of the economic and financial sector reforms initiated
by the government of Indiasince 1991.0ut of these measures,
Privatization and Liberalization of foreign investorsinvestment
have promoted cordial relationships of Indian markets with
other foreign markets, especially with other emerging countries.

An international investor who are willing to make portfolio
investmentsin other financial marketswould beinterested to
know if he or she can achieve desired results by going for
diversification. Theinterdependency of financial marketshad
been at the focus of interest of academicianseven from 1960s.
The majority of studies in that early period reach have
concluded that the degree of interdependency of markets is
quitelow, asthe primefactorsin the devel opment of financial
markets are of domestic nature. Even in those years some
studies that research published supported the existence of
limited interdependency these markets. Agmon (1972),
establishes some degree of interdependency stretches the
markets of the US, UK, Germany and Japan during 1961 until
1966. Integration isthe process by which segmented markets
become open and unified sothat participants enjoy unimpeded
accessto international tradeand finance (Nalini Prava, 2005).
Integration of financial marketswill encourage flow of funds
from markets having lesser returns to the one which offers
higher 188 returns. It can be assumed that financing and
investing decisions by investors across the globe are greatly
influenced by the perseverance degree of market integration.
From an investment paint, if stock marketsmovetogether then
diversification of portfoliowould not generateany return .On
the other hand, if two markets areindependent, investorscan
do effective portfolio diversification by investing in these
markets. Therefore, a comprehensive study on stock market
interdependency will carry alot of importance for the Indian
investorsengaged in such portfolio diversification. The present
study whichisincludedin this chapter had been conducted by
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the researcher with the objective of analyzing whether Indian
equity market isintegrated with that of the rest of the world,
especially among different Asian markets. Researcher tested
interdependency of Nifty Index movements with Shanghai
Compositelndex, Hangsengindex and Nikkel Index from2006-
2009 using simplecorrelation technique.

Shanghai Composite Index is a capitalization-researcher
sighted index. Theindex tracksthe daily price performanceof
all A-shares and B-shares listed on the Shanghai Stock
Exchange. The index was developed on December 19, 1990
with a base value of 100.

Momentum Investing Strategy

Momentum Strategy

Under reaction

Under reaction

y

Price rises less than
Justified

Price falls less than
Justified

Sell

] !

Price Correction
Books profits

Price Correction
Buy again

Momentum investing isan investment strategy which aimsto
purchasing securities that have been showing an upward price
trend of securities or short-selling securities that have been
showing a downward trend. The main rationale behind
momentum investing is that when a trend is researcherdl!-
established, it likely to continue.

a)  Characteristics of Momentum Investing

Momentum investing is strictly a technical trading strategy.
Unlike fundamental or valueinvestors, momentum investors
aren’t concerned with acompany’s operational performance.
Momentum investors apply technical indicatorstotheanalyss
of a security to spot trends and measure the strength of the
trend —in other words, towork out thelevel of price momentum
in the market. Momentum investors also look to analyze,
understand, and, if possible, to study the behavior of other
investorsin the market. The consciousAwareness of behavioral
biases and investor emotions can significantly enhance the
effectiveness of amomentum in investing strategy.

b)  Technical AnalysisToolsused in Momentum Trading

Technical analysis is that the primary point of reference for
momentum investors. Astraders spend alarge amount of time
in trying to work out the strength of trends in asset prices,
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knowledge of key technical indicators are crucia to the
successful execution of amomentum trading strategy.

Following are some of the technical indicators that are most
commonly used in momentum trading:

i Trendlines

Trend linesaretool s of technical analysistool for monitoring
price movements A trend lineis drawn between two successive
pointson apricechart. If theresulting lineis sloping upward,
then it indicatesthat thereisapositive, bullish trend, and an
investor may buy shares. If theresulting lineis downs|oping,
then thetrendis negativeor bearish and selling short isindicated
asthe most likely profitable position to adopt.

ii.  Movingaverages

A moving averagelineenablestraderstoidentify theprevailing
trendwhile eliminating much of themarket noiset hat comes
from smal, inggnificant pricefluctuations. When a security’s
price consistently remains at or above a moving average, it
indi catesthe exi stence of an uptrend. A downtrend areusually
reflected on achart by price maintaining aposition at or below
achosen moving average.

iii. Stochastic oscillator

The stochastic oscillator compares an asset’s most recent
closng pricetotheprices over agpecified period of time. When
theclosing priceisnear thehigh of the pricerangefor thetime
period, thetrend ispostive. When the closing priceis near the
low, it indicatesadownward trend. Stochastic oscillator values
range from O to 100. Higher numbers above 50 indicate a
strengthening uptrend. Lower numbers, below 50, indicate a
downtrend that is gai ning momentum. However, an oscillator
reading below 20 indicates oversold conditions in a market
that may lead to a market reversal to the upside. Likewise,
readings above 80 indicate overbought conditions and the
potential for abearish reversal.

iv. ~ TheAverageDirectional Index (ADX)

The Average Directional Index (ADX) is a very popular
momentum indicator and onethat isgenerally considered less
effected to producing false s gnal sthan the sochastic oscillator.
The ADX isusedto determinetheexistence of atrend and the
srength of atrend. It isperformed by calculating theexpansion
(or contraction) of a security’s price range over a specified
time period. ADX values range from 0 to 100. Values bel ow
25 (sometradersuse 20 rather than 25) indicatearanging, or
directionless, market in which no clear trend exists.

Reading above 25 indicatesthe existence of atrend, and higher
readings beyond thelevd of indication areastronger trend. In
other words, an ADX reading of 40 indicatesastronger trend
than an ADX reading of 30.

¢) How Momentum Investing Works

i Tradersemploying amomentuminvesting strategy
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look to profit from either buying or selling short
securitieswhen they are strongly trending, when
price action momentum ishigh. High momentum
isan evident by priceadvancing or dedining over
awiderangein ardatively short period of time.
Marketswith high levels of momentum typically
show increased volatility.

ii.  Momentum investing is typically short-term
investing, astradersaremerely | ooking to capture
part of the price movement in atrend.

iii. A trader usesvarioustechnical indicatorssuch as
trend lines, method of moving averages, and
specific momentum indicators such asthe ADX
to identify the existence of atrend.

iv.  Asthetrend gainsmomentumitsstrengthensthe
trader to takes a market position in the direction
of the trend (buying an uptrend; selling a
downtrend).When the momentum of the trend
shows signs of hope such asadivergence price of
action and themovement of momentum indicators
such astheMACD or RS, thetrader |ooksto exit
their position (hopefully at a profit), before any
actual trend reversal.

Contrarian Investing Strategy

Contrarian Strategy

Overreaction

Overreaction

Price rises more than
Justified

Price falls more than
Justified

Sell
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Price Correction

Price Correction
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Contrarian investing isastyle of investment in which investors
purposefully go against prevailing market trends by selling
when others are buying, and buying trend start when most
investors are selling. Contrarian investors believe that folks
who say the market goes up do so only they'refully invested
and haven't any further purchasing power. At now, the market
isat apeak. So, when people predict a downturn, they need
already sold out, and therefore the market can only go up at
now . Thevalue premium will be positiveaslong asthevaue
strategy yields ahigher return than the growth strategy over a
given period of time.

a Tosumup:
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Value Strategy: to buy value or loser stocks. Growth Strategy:
to buy growth or winner stocks.

Contrarian strategy: value strategy minusgrowth strategy.
Value premium: payoff on a contrarian strategy.
b)  Two Typesof Contrarian Investment Strategies

First typeof contrarian investment strategy isthe prior returns
strategy. This strategy assumes that extreme stock price
movements in one direction will be folloresearchersd by
subseguent extreme movementsin the opposite direction. Past
losers are believed to become future winners and vice versa
Thistype of contrarian investment strategy requires that the
stock market overreacts. Thereason for an overreactioninthe
stock market can differ, but regardless of the reasons, some
investors have a tendency to become exceptionally excited
about stocksthat have performed researcherdl! in the past and
thus bid their prices up, so that these winner stocks become
overpriced in the market. Similarly, investors overreact to
stocks that have performed poorly in the past and therefore
oversell these loser stocks so they become underpriced in the
market.

Second type of contrarian investment strategy isbest classified
as avaluation measures strategy. Different ratios that include
share price or book —and market val ue are expected to proxy
for past performance or alternatively, to disclose information
about the market expectationsfor future performance. Themost
common and therefore most thoroughly used valuation
measures arethePrice-Earningsratio (P/E), the Price-to-Book-
Value (P/BV), the past Growth sales (GS), or the Book-to-
Market ratio (B/M). Itispossibleto usesevera other valuation
measures as there exist a number of different composition
possihilities but the basic idea is till the same. Value stocks
are chosen on criteria such as poor past performance, low
growth sale and a market value closeto their book value and
growth stocks viceversa.

¢) How thetypical toolsuse

A contrarian trader can use either fundamental or technical
analysis, or both, to determinewhen to enter and exit themarket.
In a contrarian approach, the technical trader will typically
useatechnical indicator to signal when tostart or end atrade.
Contrarian technical anaysis employs the same tools as
traditional technical analysis, such as price action analysis,
forex oscillators, moving averages, sentiment analysis, and/or
any other combination of technical studies suitable for
predicting market reversals. On the other hand, a contrarian
trader usesfundamental information in their tradeanalysisthat
might use the release of a major economic indicator, such as
GDP, bank interest rate decision as acontrarian indicator

OBJECTIVESOFTHE STUDY

The objectives of the study are asfollows:

To check the existence of contrarian and momentum effect in
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Indian Stock Market with respect to BSE.

To analyze the impact of both the strategies (contrarian and
momentum ) on stock return in connection with various sector
in the short term and long term period.

SCOPE OF THE STUDY

The study is focus on assess the investment opportunitesin
S&P BSE Sensex Next 50. Ten sectoral indices have been
considered for testing the presence of momentum and
contrarian strategies which is as follow — S& P BSE Sensex
Next 50, Finance ,FMCG Qil& Gas, Capital goods, Consumer
Durable, Metal, Poresearchersr and Health care and Telecom
based on thevariation in their return of sectoral index of BSE.

1.3METHODOLOGY OFTHE STUDY
1.3.1 Data Collection

The study involved in this project report, the required data
collected from secondary source such as official
researcher shsite of Bombay Stock Exchange. The study should
bedividedin totwo timehorizon that is- long term investment
of six yearsfrom 01/0/2014 to 31/12/2019 and the short term
investment for two year dating from 01/01/2018 to 31/12/2019
. This research covers the monthly returns of the 10 sectors
over a period of six years. A period of 250 days was set for
anayzing short-terminvestment trend. Data of returnsfor the
year 2018-19 ( 1st Jan 2018 to 31 Dec 2019) has been
considered. In other words, the year 2018 has been considered
astheformation period whiletheyear 2019 hasbeen consdered
as the test period. Likewise the portfolio performance from
2014-16(formation period) to 2017-19(testing period) hasbeen
assessed for recognizing long term return trend. Here, monthly
return dataof 740 dayswas consdered for formation and testing
purposes.

1.3.2 DataAnalysis

The data was collected and analyze by using t-test. This test
has been employed to compute the level of significance of
averageabnormal returns. It wastofind out whether (contrarian
and momentum) strategies give significant positive returns
when compared with the bench mark (S&P BSE SENSEX
NEXT 50) .

Datawill analyzethrough the medium of Excel and SPSS.
1.19HYPOTHESIS

The following hypothesis are used to achieve the desired
objectivesin the study :

HO1: Momentum investment strategy does not provide proper
return to investor in long and short period .

Hal: Momentum investment strategy provide significant proper
return to investor in long and short period .

HO2: Contrarian investment strategy does not provide proper
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return to investor inlong and short period .

Ha2: Contrarian invesment strategy provide g gnificant proper
return to investor in long and short period .

LITERATURE REVIEW

Thomas and Kumar conducted research work on Momentum
And Contrarian Strategies In The Indian Stock Market - An
Evaluative Study. The focus of the study was on contrarian
investment strategies which means to work or invest in the
market according to the existing old market trends present in
the market. The investorsin such strategies focus mostly on
investments which are already prevailing in the market for a
long time or thosewho are ableto grab media attention. There
islot of irrationality in the market which leadsto fluctuations
on daily, researchersekly and short run basis. In case of
momentum investment strategy investorsjust follow the crowd,
and thusend up investing there, wheremost of the peoplewould
haveinvested. The study in this research was conducted with
the motive of understanding how both of these strategieswill
work in Indian stock markets. Aspart of that, researcher garted
by testing the market efficiency of those investments in the
Indian stock market. It was found that, contrarian and
momentum strategiesdidn’t providegreat resultsfor thelndian
investors, one of the main reason was of inter dependency of
Indian markets with other major markets present all over the
world. A whole separate test was conducted by the researcher
in order toknow the efficiency rate of thesetool s and methods
in Indian stock market when they are hit down by global
financial crisisand thus hel ping theinvestorsin making better
investment decisions.

Sehagal and Balakrishnan (2002)conducted a study on
Contrarian and Momentum Strategies in the Indian Capital
Market. The study attempts to measure if there are any
systematic patternsavailabl ereturnsfor the Indian market. The
factual dataadmit that thereisareversal in long-term returns
and the short-term momentum effect has been controlled by
maintaining agap of 1 year between portfolio creation period
and the portfolio ownership period. A contrarian strategy
supported long-term past returns provides moderately positive
returns. Further, thereisacontinuation in short-term returns
and a momentum investing strategy supported, it provides
naturally specific payoffs. The success of both the contrarian
and momentum strategies, supported by empirical literature,
that are clashing in nature posesan analytical problem. Single
action is that the irregular returns realized by these trading
strategies are spurious. Investment strategies involving
portfolio formation period of but a month, between 3 to 12
months, and between 13 to 60 months are generally mentioned
asvery short-term, and long-term strategiesrespectively. The
empirical evidence on investment strategies hasbeen mainly
targeting matured capital markets.. Another possibility isthat
the discrepancy is dueto the difference in the time horizons
used in thetrading rules. The period of timeclassification within
theinvestment strategy literature has been defined on theidea
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of the length of the portfolio formation periods. This has a
direct implication for the state of efficiency of a given stock
market. Theempirica findingssuggest that thereisrisk reversa
of long-term past returns in the Indian equity market, while
theshort-term past returnstend to exhibit astrong continuation
pattern. Moreover, time-specific investment strategies
supported such patterns within the stock returns do provide
extra-normal returns need for an out of sample evidence
especially relating to emerging stock markets.

Singh (2018) investigatesthe connection between Contrarian
and Momentum Investment strategies —A study from NSE
India. Theaim of this paper isto check theimpact of momentum
and contrarian form of stock investing for various sectorswithin
thelndian securitiesmarket.

The study has been branched into short term and long-term
periods. Each portion of time has been further divided into
creation and test periods. The thought of market adequacy
seems to be deeply based into all studies of financial market
investments.The fact that financial markets are efficient and
stock prices flash all possible information into the pricesis
widey acceptable and most of theacademiciansareadisciple
of this proposition. Having said so, the subsequent implication
which pulls from the speculation is that individual, financial
or non-financial institution cannot systematically obtain
positive excess profits by trading securities. In other words,
it's futile to spend time and money in investment research
because it’s amost impossible to urge quite average market
returns. Going by thisinvesting in an open-end fund seemsto
be the right approach. Both these views somehow seem very
perfect when studied independently but ill perplex aninvestor
when view together. Whilesomestrategiesare suitablefor long
run, othersmight fit into theshort term and till otherswithin
themediumterm. Similarly, some strategies outplay theothers
in say, Sector A but yield poor leadsto Sector B. Over aperiod
of some time the markets are visiting be stable and efficient.
However, there'll be intermittent inefficiencies and price
deviations from intrinsic values. The abnormal returns (gain
and loss) bring out by past winners and past |oserswithin the
holding period was observed. The tendency from positive to
negative or negative to positive suggested a contrarian style.
The continuation of formation period trend (positive or
negative) within the following holding period warned a
momentum effect.

Kaur (2014) study investigates the relationship between
Contrarian/ Momentum effectsand industry typein Indian stock
market. The purpose of this study is based upon a sample
selected from 500 companies forming part of S& P CNX 500
index. Thefinal sample consists of 367 Companies. The data
consists of month wise closing share price of the sample
companies The study coversatimeduration from 1 April 2005
to 31 March 2010, atotal time length of 5 years. To anayze
the existenceof industry effect, the aggregate sampl e has been
split into two industries, namely service and manufacturing.
Thefindingsindicatethat investors can earn abnormal returns
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by formulating contrarian strategy among both manufacturing
and service industry in the Indian stock market. Higher
contrarian gain can beacquirein manufacturing rather thanin
serviceindustry. Service compriseof financial and non financial
service firms. Aggregation of financial and non financial
services has been performed to ensure sufficient number of
firmsin service sector. Finally, manufacturing sector consists
of 255 firms and service sector includes 112 firms that is 67
non financial services and 45 financial services firms. There
areonly alessstudiestesting industry side effect in contrarian
and momentum returns in an Indian and international
framework . Therefore, an attempt has been madein thisstudy
to examine the relationship between contrarian/ momentum
effect in stock returns and type of industry in the Indian stock
market. The significance of these eventsisthat investors can
gain exceptional returns by formulating contrarian strategies
among serviceand manufacturing industry in the Indian stock
market. However, higher profits can be earned by them in
manufacturing industry. They can earn superior returns by
formulating contrarian strategies based on short to medium
term formation and holding period (i.e. three to twel ve months
period). It has been found that investors can earn abnormal
returns by formulating contrarian strategy among both
manufacturing and serviceindustry in thelndian stock market.
However, higher contrarian profits can be earned in
manufacturing than in serviceindustry.

Bernard and Deo (2015) conducted a study on An Analysis of
Momentum Strategies in Indian Stock Returns. The study
revealsastrong presence of momentum pattern in Indian stock
return and finds the main determinant of momentum profit to
be the winner’s securities as the contribution of winner’'s
portfoliosarefound to be morefor hedge portfolio ascompared
toloser’ sportfolios. Furthermore, the study certify that within
the Indian context, past trading volume has no appearancein
increasing thereturn of momentum strategy. The present study
attempted to investigate the momentum trading in India by
examining the link between trading volume and momentum
profits. Many empirical studies have reported that both
momentum and contrarian investment strategies provide
abnormal return toinvestors. Another interesting areaamong
financial-market researchers happens to be the investigation
on how momentum and contrarian strategies relate to other
fundamental factors of a security. Researchers estimated the
Mean Average Abnormal Returns values of winner, loser and
momentum portfolios and found economically and statistically
significant abnormal return from momentum strategies
indicating strong presence of momentum pattern in security
returnsin Indian equity marketplacefor amedium-termholding
period. However when compared tothe contribution of winners
and losers, it was observed that winners are contributing more
to momentum portfolio. These empirical findings|ead to two
inferences for Indian equity market scenario: first, winners
portfolio mostly contribute to momentum return, and the
second, small and illiquid stocks may prove to be the most
driver of returns generated by losers' portfaolio.

Volume 4, Number 1, December 2021



Su-sheng and Zhi-chao (2013) conducted research on
Momentum and Contrarian Strategies of Related Industriesin
the Bull and Bear Markets. Momentum and contrarian effects
arefinancial anomaliesand havebeen found on firmleve that
isinthebull and bear markets based on data of Chinese stock
market. Firstly, researchers made returns of customer and
supplier of industriesby using theinformation from Input and
Output accounts and therefore the Chinese stock data from
(2000 to 2009). In second part of the paper defines the bull
and bear markets in two ways and in last researchers test
momentum and contrarian effects of related industrieswithin
the bull and bear markets with different types of market
definition. Researchers find that momentum and contrarian
effects are consistent in several market states. The portfolio
sorted by customer industries mainly exhibits momentum
effectsand therefore the portfolio sorted by supplier industries
exhibits contrarian effects. The paper constructs returns of
supplier and customer of industriesby using the Input- Output
accounts. Because of circulated stock value is more realistic
to China, the difference is that researchers select circul ated
stock value instead of market capitalization. Researchers
congtruct trading strategies by industries portfolios. At the
beginning of each month t, industires portofolios are divided
intofive quintile portfolios based on the lagged month returns
(in month t-1) of related industries. Self-financing trading
strategies are constructed by buying thewinner portfolio and
sdling theloser portfalio. Then, researchersexamineportfolios
with different formation and holding periods. Theresults show
that momentum and contrarian effectsareconsistent in different
market states. Momentum and contrarian effectsaresimilarin
the bull and bear markets. The portfolio sorted by customer
industries mainly display momentum effectsand the portfolio
sorted by supplier industriesdisplay contrarian effects. But in
bull market, the effectsare more significant.

Maheshwari and Dhankar (2017) conducted research on A
Study of Contrarian and Momentum Profits in Indian Stock
Market. The study presented an analysis of both momentum
and contrarian Srategiesto seethe robustness of the USfindings
to data snoopi ng biasby usng themonthly return data of Indian
stocks. Thispaper will re-examinethe presence of momentum
and overreaction phenomenon in Indian sock market whichis
one of the leading emerging market of the world by using
several different testing methodol ogi esto guage therobustness
of theresultsthat controlsfor size and value effect. The paper
further examines the findings supported the predictions of
varied behavioral models that are proposed to eucidate
momentum and overreaction effect. The motivation for
studying theIndian market is that the Indian economy is one
among the fastest growing economies of the planet . The
findings of our study provide useful evidences, impacting the
various trading strategies on Indian stock market. These
findingsprovide strong suggestion for investment companies,
mutual fund managersand even for small investorswho could
improve their investment strategies by using momentum
drategiesin short period and contrarian srategiesinlongterm.
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Arvind (2016) conducted a research on Contrarian and
Momentum Strategies: An Investigation with reference to
Sectoral Portfoliosin NSE. In this study, the short term and
long term return trends of eleven sectors examined and
investment strategies employed in the said sectors from 1st
April 2009 to 31st March 2015 researchers analyzed.
According to various theories, several factors influence an
investor when hehas got to make achoice. While fundamental
analysis is a combination of economy industry-company
factors, which decide the merit of a stock, technical analysis
focuseson demand and supply factorsto determineworthiness
of astock. The above argumentsaresomewhat truewithin the
investment scenario. At an equival ent time, agood mixture of
the spread of data across the market also can play a serious
role in influencing investment decisions. The approaches of
investorsaregoing to bethemost important agpect in sdection
of an investment choice. If an investor isplanningto select a
stock by determining itsintrinsic value based on current and
future earning capacity of the company, researchers can say
that heisrelying on thetheory of fundamental analysis. If the
choice of investment is based on historical

DATA PRESENTATION AND DATAANALY SIS

Raw data (secondary) collected must be reduced to standard
formats such as tables, charts, graphs, diagrams etc and isto
be presentedin this chapter for each attribute/parameter under
investigation. Thetool for data presentation should besuitably
selected so that interpretation and inferences could be drawn
easily and become self explanatory.

Computation of Returns:

Themonthly return dataof S& PBSE SENSEX NEXT 50index
asresearched asall constituent 10 stocks researched computed
by using formula.

Rp= (P1-P0)/P0* 100 Rp= (PL/P0)-1

In the above equation, P1 denotes closing price of the month
and PO stands for previous month close price. Rp stands for
return and using the above equation, monthly return of stocks
aswell as S& P BSE SENSEX NEXT 50 index are computed
for aperiod of 6 yearsfrom 1st January 2014 — 31 December
2019for long run and period of 2 yearsfrom 1% January 2018-
31¢ December 2019 for short run. Total 8 years are computed
for theanalysis.

Computation of the Beta:

Betais a statistical measure of the volatility of a stock versus
the overall market. It's generally used as both a measure of
systematic risk and a performance measure. The market is
described as having abeta of 1. The betafor a stock describes
how much the stock’s price movesin relation to the market.
Betameasures stock return sensitivity as compared to overall
market returns. If astock hasabetaabovel, it'smorevolatile
than the overall market. Beta values for all 10 stocks are
computed using thefollowing formula.
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a={(nOxy) -(Ox. Oy)}/ { nOx-(Ox)}

In the above equation, n stands for number of observations,
"X denotesindependent v aluewhich isBSE SENSEX NEXT
50index returnsand "y denotes dependent variableswhichis
returns of constituent stocks Beta values are computed from
the time series returns data for varying time horizons (short
termand long term).

a=Covariance (Rp,Rm) / Variance (Rm)

In the above equation, Rp standsfor return of the stocks and
"Rm gtandsfor rettun of m arket. Covariance= how changesin
astock’sreturnsareredated to changesin the market’sreturns.

Variance=how far the market’s data points spread out from
their average valuetrend, thetheory of technical analysishas
been used for investment preference. Most importantly
investors expect a competitive risk adjusted return on their
investment. Two common invement strategiesto addresssuch
volatile situations are Contrarian strategies and Momentum
strategies. According to the contrarian investment strategy,
changes available prices are thanks to over- reaction to
information, while consistent with the momentum strategy,
investors react slowly to plug information. Because, the
presence of contrarian effect can bring volatility in stock prices
and an up-trend can become a down-trend within a short span
of time. The short term momentum effect signals lesser
instability of returns within the said sectors. Such directions
arereally helpful for an investor to shape hisdecisions.

Chowdhury, Sharmin and Rahman (2014) conducted research
on Presenceand Sourcesof Contrarian and Momentum Profits
in Bangladeshi Stock Market Returns. This paper studiesthe
presence and sources of contrarian and momentum profits
within the Bangladeshi stock exchangefor theamount January
2002 through August 2013. Contrarian and momentum profits
arethetwowd| known return regularities. In Thispaper, using
date wisedatafor investigatesthe presence of both momentum
and contrarian profitsand their sourcesin theBangladeshi stock
market. Themethodol ogy should befollowed for their research
of Loand MacKinlay (1990) to form portfolioswith in sighted
relativestrength scheme and usethe methodol ogy of Jegadeesh
and Titman (1995) for to spoil the momentum and contrarian
profitsinto 3 e ements: compensation for cross-sectional risk,
lead-lag effect in statistic with referenceto the common divisor
, and time pattern of stock returns. Results give the evidence
of serious contrarian profitsfor theholding period of 1 through
eight weeks during the entire period. During the sub-period
2002-2008, there also are contrarian profits for one through
eight week holding period strategies.

Yet contrarian profits only occur for holding period of eight
weeks during 2008-2013. Time series pattern is found to be
the most sources of contrarian profits. This suggests that
idiosyncratic (firm-specific) information isthemain contributor
of contrarian profit. This could happen thanks to dominant
involvement of uninformed individual investors or their

Anusandhan - The Research Repository of GIBS

tendency for noisetrade.

Li, Qu and Wu (2010) wrote research paper on Momentum
and Seasonality in Chinese Stock Market. This study states
that the finance literature continues to debate whether the
market isefficient. Market efficiency isof threetypes: strong-
form efficient, semi-strong form efficient and week-form
efficient. While in the testing the week-form efficiency,
researchers examine whether the market fully reflects
information contained in the past. Up to date, there's no
overwhelming consensus on this issue. There are countless
irregularity should beidentifiedin historical stock returnssuch
as the momentum effect, which has caught much attention in
the financeresearch. If there are short-term autocorrel ations
in stock returns, researchers may find someprofitable strategies
by selecting stocks based on their past returns and forming
portfolios and holding these portfolios for some period. The
momentum or reversal pattern may beduetothefact that firms
with similar risk selected into the same portfolio and the risk
factor(s) determines the cross-sectional difference of these
portfolios, thus explaining the pattern. In light of this,
researchers consider the risk-adjusted stock returns. In the
Capital asset pricing model (CAPM) framework, the market
risk premium isthe only factor in explaining stock returnsi.
By contrast, researchers find some reversal effects wherethe
past winners become losers and past losers become winners
afterward. The contrarian profit is statistically significant for
the strategies using short formation and holding periods,
especially for the formation period of 1 to 3 months and the
holding periods of 1 to 3 months. The contrarian strategies
can generate about 12% once a year on the average .

However there's no evidence of the strategies using longer
formation and holding periods. Numbersof analysesaredone
attempting to elucidate the momentum effects. Given these
possible and diverse explanations, the cause of thereversal in
Chinese stock returnsisstill an open question which remains
to one of the future works.

Prabhakar, etal (2018) conducted research on Momentum And
Contrarian Strategies in BOMBAY STOCK EXCHANGE
(BSE) . Thisstudy is basically done on Indian Stock market
with respect of two strategies are momentum and contrarian
by using daily adjusted closing prices of 10 sectoral indicesof
Bombay Stock Exchange (BSE) for aduration of six financial
years. The study has been divided into short and long-term
periods and every period has been additionally isolated into
formation and trial periods. The variation of the typical
abnormal returns of winner and loser portfolio has been
examined. Over theyear, thereturn information of BSE inthe
Indian stock market majority of the sectoral portfoliosfollows
the contrarian investment movement because of week form of
Efficient Market Hypothesis. Theinvestigation isvaluableto
investorswho have pre-determined investment horizons. The
findingsalso havereal ramificationsfor portfolio management
strategies. Two common investment strategiesto address such
volatile situations are Momentum strategies and Contrarian
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strategies. The momentum-based portfolio exchanging
technique is all the while purchasing stocks with high past
returns (winners) and offering stocks with low past returns
(washouts). Hence, it are often inferred that there’'s no
significant difference between the strategies to be used for
obtaining superior returns. However sd ection of an investment
strategy is only hooked in to the danger toleranceleve of an
investor and his investment goals. If the investor is just too
risk averse, hecan maintain astrategic distance from segments
where contrarian impact exists.

Computation of Abnormal Returns

An abnormal return is a term used to describe the returns
generated by agiven security or portfolio over aperiodthat is
different from the expected rate of return. The expected rate
of return isthe estimated return based on an asset pricing modd,
using along run historical average. Normally a broad-based
index is used as a benchmark to determine expected return on
asecurity or aportfolio. In other words, abnormal returnsare
a security’s or portfolio’s risk- adjusted performance when
compared to the overall market. Simply put, it can be viewed
asthedifference between actual returnsand expected returns.

Abnormal gaing/losses of all stocks as compared to the S& P
BSE SENSEX NEXT 50 index were computed from the
following equation

ap=Rp- (&4*Rm)

Here, ap denotes abnormal gains or losses, Rp denotes stock
return and Rm represents market return.

If thelossor thegain in aprocessisdifferent towhat researchers
are expecting, then researchers have an abnormal loss or an
abnormal gainintheprocess. If lossesare greater than expected
return, the extralossis abnormal loss. If losses are less than
expected return, the differenceis known as abnormal gain

The general performances of BSE for the concerned periods
are assessed as the benchmarking performance and the
abnormal gain or loss of each sector in connection with BSE
was observed. Those sectoral indicesthat offered an abnormal
gain over BSE during the formation period are considered as
winner portfolios while the sectoral indices that offered an
abnormal loss over BSE during the formation period are
categorized asloser portfolios.
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Figure 1: Systematic investigation into returnsto arrive at
strategies

3.2 DataAnalysis

While performing analysis, those sectoral indices possessing
lower averagereturn tothebenchmarkingindex (BSE SENSEX
NEXT 50) during theformation period are categorized asthe
loser portfolio and thesectoral indiceshaving ahigher average
return during theformation period are conddered asthewinner
portfolio. This model closely resembles the model proposed
by Jagadeesh and Titman (1993). After thisclassification, the
abnormal returns of these portfolios areassessed for thetesting
period. If thewinner portfolio had asignificant positivereturn
andtheloser portfalio asignificant negative return during the
testing period, then the momentum strategy was consideredto
be more effective. On the other hand, if the winner portfolio
had a significant negative return and theloser portfoliohad a
significant positive return during the testing period, then the
contrarian strategy would generate maximum return to the
investors.

Analysison Short term return trend

Theannualized daily return of sectoral portfoliosfor aperiod
of 250 days was taken for analyzing the investor’s response
towards short-term trend. The formation covers the period
ranging from January 2018 to December 2018 . Initially the
individual returns of sectoral indices are assessed separately
and the same are compared with the benchmarking index to
identify abnormal return trend. The sectoral indicesthat gave
positive abnormal returns to the benchmarking index are
categorized aswinner portfoliosand rest are classified asloser
portfolios. Subsequently the abnormal return statuses of these
sectoral indicesare assessed for thetest period (1 January 2019-
31 Decembar 2019). The table below provides a better
representation on theshort term return trend of sectoral indices.
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Table 3: Short term trends(abnormal gain and loss)

Sector / Indices Annualized return Abnor mal gain/loss I nvestment
strategy
Formation testing Formation Testing

01/01/2018 - 01/01/2019 - 01/01/2018- | 01/01/2019-

31/12/2018 31/12-2019 31/12/2018 | 31/12/2019
S& PBSE CAPITAL -6% 0% 1% -1% Contrarian winner
GOODS
S& PBSE FMCG 12% -1% 19% -1.52% Contrarian winner
S& P BSE OIL AND GAS -16% 10% -13% 8.53% Contrarian looser
S& PBSE METAL -24% -2% -20% -2.95% Momentum |ooser
S& P BSE FINANCE -2% 20% 4% 18.80% Momentum winner
S& P BSE CONSUMER -6% 19% 0% 17.55% Momentum winner
DURABLE
S& PBSE TELECOM -39% 17% -35% 16.20% Contrarian looser
S& PBSE -13% 4% -T% 3.01% Contrarian looser
PORESEARCHERSR
S& PBSEHEALTH -2% -3% 3% -3.32% Contrarian winner
CARE

Note: S& P SENSEX NEXT 50 short term annualized : (-7%)
during formation period and (1%) during holding /testing
period resepectively.

Formula: ap=Rp- (&*Rm)
Rp = stock return
Rm = market return
&= betavalue
Table 3 represents:

Interpretation :A period of 250 days approx. has been
considered for analyzing the short-term trends. After computing
theabnormal returnsin theformation period, it wasfound that
atotal of 5index arewinner stocks and 4 areloser index.

Intheshort termreturn anaysis, the sectora portfolioscreated
with FMCG, Capital Goods, Finance, Consumer Durableand
Health Care generated a high abnormal return to the
benchmarking index during the formation period as they
obtained p of 19% , 1% ,4% ,0% and 3% respectively. So
they are categorized as winner portfolios and other sectors
possessing a negative abnormal return over the index are
categorized as loser portfolios. The return trend for the test
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period (2019) was computed subsequently. The general
assumption isthat the past trend will repeat in future also. If
S0, momentum strategies are considered to be ideal. During
the test period, from the winner portfolios, Finance and
Consumer Durabl e sectors maintained the momentum asthey
continued with positive abnormal returns. With respect tothe
FMCG, Capital Goodsand Hedlth Care sector, contrarian effect
wasfound in the short term perspective asa subsequent fall of
-1.52%, -1%, -3.32% waswitnessed. Asfar asloser portfolios
are concerned, one sector only Metal sectors continuously
generated - 20% negative abnormal returnsof formation period
and -2.95% in testing period and show momentum effect
respectively. Other than these sectors are Power, Telecome and
Qil& Gasare loser portfolios generated a positive abnormal
return during thetesting period strongly signal the contrarian
attitude of investors.

To conclude, out of the 9 samples, five of the sectoral indices
exhibit contrarian behaviour during the test period. This
strongly signalsvoltility of the concerned stocks for the short
term scenario.

Analysison Long Term return Trend

Long term return trend isstudied using theannualized returns
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obtained from daily pricesof 740 days over aperiod of 6 years. adjusted closing prices. Theseindividual annualized returns
Thisdataisdividedintotwotimehorizons, formationperiod  for each sectoral portfolio and the benchmark index are
and "holding period . The formation period analysisconsists ~ computed separately for formation period and holding period.
of annualized returns of priceobservationsfor aperiod of three
yearsfrom 1 January 2014 to 31 December, 2016. The holding
period analysis consists of annualized returns of price
observations for aperiod of three years from 1 January 2017
to 31 December 2019. The monthly price observations
considered are adjusted closing pricesfor the day.

Subsequently abnormal returns for these winner and loser
stocks are computed in the holding/ testing period. If winner
stocks conti nued to generate positivereturn in thetesting period
and loser stocks continued to generate negative return in the
testing period, momentum strategy was

observed. However if winner stocks generated negativereturn
in thetesting period and loser stocks generated positivereturn
in thetesting period, contrarian strategy was observed.

The mechanism used for dassifyingwinner and loser portfolios
isasfollows:

Theindividual annualized returnsof all 9 sectorial portfolios
are computed along with that of benchmark index using daily

Table 4 :Long term trends(abnormal gain and loss)

Sector / Indices Annualized return Abnor mal gain/loss I nvestment
strategy
Formation Testing Formation testing

01/01/2018 - 01/01/2019 - 01/01/2018- 01/01/2019-

31/12/2018 31/12-2019 31/12/2018 31/12/2019
S& P BSE CAPITAL 47% 20% -24% 8% Contrarian |ooser
GOODS
S&PBSE FMCG 25% 32% 3% 25% Momentum winner
S& P BSE OIL AND GAS 42% 20% -5% 9% Contrarian looser
S&PBSE METAL 20% -5% -39% -14% Momentum looser
S& PBSE FINANCE 62% 51% 7% 41% Momentum winner
S& P BSE CONSUMER 7% 76% 36% 65% Momentum winner
DURABLE
S&PBSE TELECOM 0% -2% -34% -14% Momentum looser
S& P BSE 36% -8% -31% -19% Momentum looser
PORESEARCHERSR
S&PBSEHEALTH 43% -5% 37% -13% Contrarian winner
CARE

Note: S& PSENSEX NEXT 50longterm annualized : (57%) during formation period and (12%) during holding /testing period
resepectively.
Formula: ap=Rp- (&*Rm)

Rp = stock return

Rm = market return

&= betavalue
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Table 4 Represents:

Interpretation : The market adjusted returnsi.e. the abnormal
return of sectoral portfolio return over benchmark index is
computed. During theformation period, the sectora portfolios
which gave positive abnormal returns over and above
benchmark index are classified as winner portfolios and the
sectoral portfolioswhich underperformed benchmark index are
classified asloser portfalios.

The same mechanism as discussed in short—term trend was
employed for classifying winner and loser portfolios. While
examining the long term return trends for formation period,
four sectoral portfoliosout of nineexhibitsapositivereturn to
the benchmarking portfolio. They are classified as winner
portfolios and the rest are considered as loser portfolios.
Subsequently, the abnormal returns of these sectoral portfolios
over BSE SENSEX NEXT 50 arecomputed for thetest period.
The result shows that from winner portfolios, except Health
Care sector, all other sectors successfully maintained the
momentum. From loser portfolios, only the Capital Goodsand
Oil & Gas sector reported abnormal returns of 8% and 9%.
The most interesting thing which can be observed from the
long term return analysisisthat majority of the sectoral indices
maintained the same momentum. Thisresult strongly signals

that from thelong term perspective, the return trend was|ess
volatile.

From the above analysis, researchers can easily arrive at the
conclusion that from the short term investment perspective,
contrarian effect is prominent and it is advised to do careful
anaysis beforemaking investment decisions. But for long term
investment, the momentum effect isevident and historical return
data can be used for arriving at a decision asour study shows
that majority of the sectors demonstrated an unwavering
behaviour.

Testing the variation in retur n trends based on time

Theresults of above analysisdo not provide aclear pictureas
against which strategy to be followed. Different sectors suggest
different strategies to be followed among both in long term
and short term horizonsin each of the respective winner and
loser portfolios. So, to arrive at a common strategy to be
adopted for winner and loser portfolios, independent t- testis
performed against abnormal returns of respective portfolios
for which momentum and contrarian strategies are suggested
during both short term and long term. Theindependent variable
for this purpose isthe benchmark index’s return during both
short and long term horizons.

Table5: Short term period

sector /indices Annualized Abnormal Annualized Abnormal | Investmentstrategy
return returns return returns
(for mation) (testing)

Momentum strategy
S& P BSE FINANCE -2% 4% 20% 18.80% Momentum winner
S& P BSE CONSUMER -6% 0% 19% 17.55% Momentum winner
DURABLE
S& P BSE Metal -24% -20% -2% -2.95% Momentum | coser

Contrarian strategy
S& PBSECAPITAL GOODS -6% 1% 0% -1% Contrarian winner
S&PBSE FMCG 12% 0% -1% -1.52% Contrarian winner
S& PBSE HEALTH CARE -2% 3% -3% -3.32% Contrarian winner
S& P BSE OIL AND GAS -16% -13% 10% 8.53% Contrarian | ooser
S& PBSE TELECOM -39% -35% 17% 16.20% Contrarian | ooser
S& PBSE -13% -T% 4% 3.01% Contrarian looser
PORESEARCHERSR
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Table6 : Long term period

sector /indices Annualized|  Abnormal Annualized | Abnormal |lnvestmentstrategy
return returns return returns
(formation) (tegting)
Contrarian strategy
S& P BSE Health care 43% 37% -5% -13% Contrarian winner
S& P BSE oil and gas 42% -5% 20% 9% Contrarian looser
S& P BSE Capital goods 47% -24% 20% 8% Contrarian looser
Momentum strategy
S& P BSE Finance 62 7 5 41 Momentum winner
S&PBSE FMCG 25 3 32 25 Momentum winner
S& P BSE Metal 20 -39 -5 -14 Momentum looser
S& P BSE Consumer durable 77 36 76 65 M omentum winner
S& PBSE TELECOM 0 -34 -2 -14 Momentum looser
S& P BSE 36 -3 -8 -19 Momentum | ooser
PORESEARCHERSR
T-test has been employed to compute thelevel of significance
of average abnormal returns. It was to find out whether Short term Longterm
momentum and contrarian srategiesyie d significant positive
returns when compared with the bench mark, i.e. index return. Measure Winner Looser | Winner L ooser
Many sectors have exhibited mixed results for various time
horizons. While one strategy worksin the short term the other Average 6% 4.55% 30% -6%
isprevalent in the long term. There are few sectors where a abnormal
clear-cut indication is not available with respect to use of a return (
particular strategy. So, it isdesirabletotest thevariabilitywithin -~ | t€sting
thereturnsof both thetime periods. In our analysis, researchers period)
could not find a common consensus among the portfolios of
different sectors as some sectors suggested that taking a - test 0.203 0.035 0.343 0.072

contrarian stand will generate maximum profitin the short term
scenario while other portfolios favour amomentum position.

In long term horizon also, such divergenceisprevalent. Soit
is desirous to test whether this model can be generalized by
bringing the results across various sectors on a common
platform. In view of the above, ‘t’ test was performed across
average abnormal returns generated by various sectorsin two
testing periods.

The results of the t- test table are asfollows:
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During the test period, if the difference between average
abnormal returns of the winner portfolio and loser portfaliois
apositivefigure, it signalsthe presence of momentum effect.
This can be mathematically expressed as;

WI[Rpt-( & *Rmt)] - L[Rtp-( & *Rmt)] >0 sgnalsmomentum
effect W[Rpt-( & *Rmt)] - L[Rtp-( & *Rmt)] <0 signals
contrarian effect

For the above equations, denotes portfolio returns Rpt during
thetest period denotesindex return for Rmt thetest period, W
stands for winner portfolios and L stands for |oser portfolios.

From this analysis, values of 1.05% and 36 %. are the
differences between winner and loser portfolio’s average
abnormal returns, for long term and short term respectively,
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which hints the momentum effect during the long term and
short period.

But the Capital Goods and Oil and Gas sector which forms
part of the loser portfolio offered an abnormal return of 8%
and 9% during the test period. This produces strong evidence
of contrarian effect in this sector and stocks from the these
sector can be selected only after in depth analysis. While
generalizing the results across various sectors over different
time horizons, there is an indication of strong existence of
momentum effect in the Indian stock market. And the‘t’ test
results also provideevidencethat the* past winners' outperform
the‘past losers'.

However selection of an investment strategy is purely
dependent on the risk tolerance level of an investor and his
investment goals. If the investor is too risk averse, he can
maintain a strategic distance from segmentswhere contrarian
impact exists. If the speculator is keen on taking risk, he can
utilize contrarian venture procedures by picking segments
which report abnormal lossin the past.

FINDINGS/RESULTSOFTHE STUDY

The investigation focuses on the investment strategies to be
adopted in the short term and long term with respect to various
sectors of BSE. The abnormal returns generated by the past
winners and past losers in the holding period has been
examined. A pattern inversion (from positive to negative or
negative to positive) recommended a contrarian style. The
continuation of formation period trend (positive or negative)
in the subsequent holding period flagged a momentum effect.

More closely Capital Goods, FMCG and Health care sectors
generate positive abnormal returns (1%, 0%, 3%) while
compared with benchmark index during 2018.Subsequently,
these sectors produced negative abnormal returns of (-1%, -
1.52%, -3.32%,) respectively during thetest period 2019.This
signals the presence of a contrarian impact showing that
speculators can make profit only if they arewilling to invest
with "past losers or disposing “past winners . Both these
techniques appear to work for a few segments where mixed
results areobtained.

This study has examined the presence of contrarian and
momentum effect of 9indicesthat area part of the BSE Sensex
Next 50index of BSE, India. A period of 8 years (1st Jan 2014-
314 Dec2019) hasbeen considered for the same. The abnormal
returns (gai ns/l osses) generated by past winnersand past losers
in the holding period was observed.

From the long term perspective, the result shows that
momentum strategies havegrest potential togeneratemaximum
positivereturn. Thesefindingswill not agreewith the study of
Forner (2003) as he affirms that momentum strategies will
produce best return for the short-time horizon.

LIMITATIONS:
a)  The present study covers only the monthly close price
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movements of indicesincluded in theformation of BSE
Index dueto thevol uminousnatureof thetopic. However
data on a monthly basis had been taken to achieve the
best possibleresult.

b)  Conclusions and recommendations are based on the
results got during the study period Investors will have
toincorporate further changesin the market conditions
before taking decisions on the basis of the
recommendations of the studly.

¢) However this research done tried to overcome this
difficulty by conducting a separate study during thetime
period of 2014 to 2019 with long and short term period
i.e. thetime period in which researcherstakethereturns
of the sectoral indices and the market Index of BSE
Sensex of Indian markets

d) All theinherent limitations and drawbacks of a study
based on secondary data are applicable to the present
study al o even though theresearch and tried to minimize
such errorsasfar aspossible.

€) Despite of these limitations, the study would be very
useful to investors of Indian stock market and to other
practitioners and academicians interested in studying
about capital marketsin Indiaand thosein other emerging
nations.

SUGGESTIONS & SCOPE FOR FURTHER STUDY

a) Market efficiency as a research topic deserves a
continuous study to reach an ultimate conclusi on about
the level of efficiency of emerging markets like India
market. The sample selected for this study was those
companiesinvolved in theconstruction of BSE Sensex.
These firms are automatically subjected to greater
attention by theinvestorsin the market.

So the chances of publicly available information or
fundamental information gettingincorporatedin tothese
share pricesvery quickly arehigh. Theresultscould be
different for smaller or non popular companies. Separate
studies on market efficiency by considering
characterigtics of each industry and taking care of market
capitalisation of different companies under study (like
classifying them in to large cap, mid cap, small cap)
would be advancement in the current topic under
discussion.

b)  Thepresent study findsno evidenceof gaining superior
returnsby using momentum and contrarian srategiesin
the Indian Market. However there are many questions
still remained to be ensured for Indian market. These
include "Ts there any diff erence in momentum return
patterns for different sectors in the country , Isthere
any differencein contrarian return patternsfor different
sectorsin thecountry . Studiesconducted in similar area
can givefurther evidenceto the efficiency of these two
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d)

technical analysis tools in the Indian market. BSE
sectoral indices can be used for such studies.

Therearemany studieswhich are conducted in different
markets for analysing the factors which can improve
market efficiency. However attempts made in Indian
context arevery few in number. Separate studiestaking
in to account the economic and financial conditions of
the respective country only can give constructive
suggestions and recommendations for the policy
formulatorsof the country. Sothe present study i dentifies
thisareaasafutureendeavor for researchersinterested
inthisfield.

Growing globalization and liberalization in the country,
would promote greater integration between world
marketsin the coming years. Sofurther research can be
taken up for evolving policy prescriptions needed to
protect the country from external crisisbeing incul cated
in to the domestic market.

RECOMMENDATIONS

a)

b)

0)

d)

€)

f)

9)

h)

Researchers-form market inefficiency in Indiais most
likely to be caused by inappropriate policy choices.
Regulators have to take in a long run vision while
formulating and implementing policiesand programes
for Indian capital market.

Indian markets can reduce expl oitation of the profitable
trading rules by increasing the number of listed stocks
and trading volume.

Opening up of markets to more foreign investors can
bring more efficiency in the market. It can also bring
down the cost of capital.

Consdering the current growth of Indian sock market,
thecountry would need larger and specialized investment
ingtitutions to handle and organize complex financial
information.

Indian market requires morefinancial productsto attract
investmentsin to stock markets.

Investor educational programmershaveto be given more
importance in order to attract potential investorsin to
stock market. Currently less than 5 percent of Indian
population isonly engaged in capital market activities.

India’s regulators have been active in seeking ways to
develop the country’s financial markets, and a in
introducing grester risk management. However persistent
reforms in the sector only can support India’s aready
impressivegrowth trend in the coming years.

An important objective of reformsin India has to be
integrating thevarious segments of thefinancial market
for bringing about a transformation in the structure of
markes,

Anusandhan - The Research Repository of GIBS

i)

k)

Regulators should ensure stability and integrity in the
market. Prompt actions have to be taken in cases of
severe volatility in the market. This would boost the
investor confidencein theIndian stock market.

Market should have better operational and informational
transparency.
Investors are recommended to make systematic study

before going for investments in stock market. They
should never let greed control their investment decisions.

Credit rating has to be made mandatory for all capital
market instruments.
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APPENDICES
(a) Monthly Closing data of indices:
| cis - | 109572 ¥
A B 4 ‘ D 3 F G B I J K 3
1 ES&P BSE SENSEX NEXT 50 S&P BSE CAPITALGOODS S&PBSEFMCG  S&PBSE OILAND GAS S&P BSEMETAL S&P BSEFINANCE S&P BSECONSUMIS&P BSE TELECOM S&P BSE POWER S&P BSE HEALTH CARE H
2 Month CLOSEPRICE CLOSE PRICE Close Close Close Close Close Close Close 10109.76
3 | Jan-14 15893.95 9486.63 6517.93 8453.06 9151.57 2343.65 5548.18 1195.53 1525.34 10839.95
4 | Feb-14 16019.15 10375.6 6483.96 8425.99 8660.83 2428.85 595136 1104.14 1528.54 10083.63
5 | Mar-14 17848.8 12011.23 6971.02 9485.72 10059.1 2815.07 6526.14 121871 17245 10757.33
(1] | Apr-14 18011.89 12118.32 6763.06 9548.47 9981.03 2853.89 6517.26 1231.27 1686.54 10315.41
7 | May-14 21556.69 14716.81 6864.13 10854.09 12292.69 3248.59 7713.46 1331.43 2166.65 11462.23
8 | Jun-14 22994.65 16200.21 6676.19 11150.89 13099.95 3430.07 8870.04 1358.79 2318.72 12341.28
9 | Jul-14 22383.18 14651.63 7169.75 10749.83 13064.27 3437.45 8556.87 1435.87 2133.55 13356.87
10 | Aug-14 22820.2 14913.18 7401.78 11184.9 12252.68 349124 9180.82 1416.34 2041.75 143523
11 | Sep-14 22632.17 14267.74 7630.97 10728.88 11409.4 3426.53 9850.75 1500.78 1978.06 14354.01
1_2 | Oct-14 23409.77 1592451 7457.07 11160.18 11849.95 3736.05 9875.1 1458.02 2166.41 14956.57
13| Nov-14 24317.22 16371.64 7733.68 10914.3 11306.25 4029.58 9646.51 1467.36 2166.14 1465295
14 | Dec-14 24051.72 15442.24 7766.57 9895.21 10752.69 4057.22 9673.67 1388.34 2052.51 15666.51
15| Jan-15 25084.79' 1705‘5.72! 827545 10143.2 10180.2 4297.22 10655.36 1440.72 222452 15854.6
16 | Feb-15 25301.73 17779.48 8222.38 9685.68 10569.06 4315 10388.14 13917 2209.00 17284.94
17| Mar-15 23089.25 17293 177344 9311.95 9465.65 4043.61 10417.87 1506.91 2127.41 16186.51
18 | Apr-15 24879.18 16519 7607.39 9203.45 9800.97 3972.35 10377.03 1452.54 2085.16 16500.3
19| May-15 25484.05 16802.01 7847.38 9643.21 9728.35 4036.73 10666.11 1625.93 2069.81 16564.32
20 Jun-15 25139.66 17517.9 7789.06 9859.23 9335.29 4017.11 10745.62 1589.55 2022.14 17047.69
a) Jul-15 26347.42 18081.31 §133.5 9502.17 8668.37 4136.72 11086.48 1602.36 2064.56 17961.78
2_2 | Aug-15 25368.48 16149.96 7787.92 8878 7446.07 372l 11048.26 1389.6 1834.4 17779.17
23| Sep-15 24566.42 15111.41 175172 8694.68 6833.72 3814.36 10809.61 13316 1841.7 18066.44
24 | Oct-15 24623.61 14594611 7847.07 9065.9 7307.74 3856.96 11872.63 1376.68 1917.11 16298.41
25| Nov-15 2429426 14587.44 912 9328.39 7118.4 3840.63 12466.01 1357.37 1901.85 16905.2
W 4'h ] S&P BSE SENSEX NEXT 50,58 8SE /2] g | m '
= Cut = | e - . i e L T [=="h | X AutoSum - 3
4] icm calibri =11~ || A= S wrap Text Genesal X & 15| _Ejd Ll = _:.ﬁ—l (@] Fil - %? ﬁ
Paste o Farmatinter B I U -|[E] 5 A = || B Merge & Center ~ | | 8 = % 9 ||%8 5% Fcﬂo{r:ﬂ:;m'nqai aSF?F;r:'a:' st;e!r:_ Insert Delete Format 2 s éﬁtr:raf ;L?:dai
Clipboard M Font IF Alignment i} Number fa Styles Cells Editing
| 50 - fe 19133.76
A B c | D E F | G | H 1 J K
26 Dec-l5 24605.82 14128.32 7871.83 9555.61 7397.96 3803.5 11997.51 1424.88 1957.68 16304.98
27| Jan-16 22360.47 12368.05 7438.52 9258.06 6894.01 3493.94 12183.02 1170.38 1838.42 15207.69
28| Feb1s 20725.03 11239.38 7114.45 8214.24 6759.24 3144.1 11054.04 1192.18 1582.48 15149.25
29| Mar-16 23193.54 12861.33 7692.32 9161.61 7540.75 3549.11 11480.5 1290.42 1775.73 15582.33
0| Apris 24059.94 13202.64 7697.38 9356.16 7958.93 3663.32 11787.17 1337.31 1346.34 15246.16
31| May-16 24662.11 14464.97 8045.03 9321.96 7950.38 3896.59 1176137 1297.46 1871.71 15493
32| Jun-16 25579.59 14874.79 245276 9720.95 8519.69 3992.72 11973.11 1301.77 1996.05 16299.15
33| Jukls 27855.67 15477.94 8725.38 10595.23 9406.16 4300.46 12404.71 1326.78 2076.58 16161.74
34| Augls 28796.94 15212.25 882247 1107271 9929.73 448825 12485.32 1226.1 2098.41 16181.12
35 Sep-16 28590.84 1458177 8461.02 11377.55 9763.66 4424.31 12548.56 1175.63 1989.59 16471.99
36| Oct-16 29252.49 14920.82 8510.52 12316.81 10317.55 4496.17 12927.42 1178.58 2006.11 15734.32
37| Nov-16 27720.89 14044.51 8070.77 11964.32 10666.3 4197.79 11278.54 1193.64 2028.73 14727.59
38| Dec16 26567.2 13664.5 8130.87 12151.64 10109.34 2068.97 11237.12 1120.64 1987.58 14797.01
33| Jan17 28950.31 14782.32 8567.58 12838.16 11672.32 4394.85 12625.91 1243.71 2167.72 15384.97
40| feb-17 30246.2 15332.49 8799.89 13534.47 11892.05 2631.8 13778.67 1291.87 2195.78 153124
41| Mar17 31080.64 16446.03 9270.25 13563.63 11804.46 4885.69 15257.34 1240.67 2274.42 15019.4
2| apr17 32562.31 17865.77 9412.29 14455.03 11303.38 512091 15474.66 1277.72 2329.75 13563.8
43| May-17 31854.4 17596.08 10106.15 14247.08 11247.61 5270.63 15400.15 1278.56 2220.59 14190.58
44| Juna7 31682.87 17075.94 10428.17 13202.65 11374.12 5280.54 16012.71 1305.01 2225.54 14195.4
45| 17 33769.41 17972.61 10093.85 14189.96 12425.99 5721.18 16466.93 1443.64 2323.61 13149.26
45| Aug17 33854.31 17330.85 10174.12 15177.26 13284.05 5638.95 17700.91 1434.79 2261.46 13487.76
47| Sep17 33265.88 17172.12 9772.71 14842.54 13563.9 5561.17 17554.86 1363.93 2206.23 142816
48| oct17 35507.74 18423.27 10263.72 16552.4 14730.27 5743.75 18465.61 1630.42 2349.2 13990.28
43| Nov-17 35474.14 18455.38 10321.18 15927.91 13902.3 5755.61 21460.61 1565.91 2320.68 14799.42
50| Dec17 s3] 1o13avel 10695.18 16283.26 14939.28 5813.73 22689.46 1675.03 238169 14559.39
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C75 ra F | 1785211 ¥
51| Jan-18 35813.62 20363.58 10711.47 16368.16 15427.36 6157.81 22476.73 1478.2 231948 14113.01
32| Feb-18 338911 19075.79 10506.36 15505.76 151738 5707.46 21187.21 1434.66 2223.14 13157.62
53| Mar-18 32800.38 18476.73 10290.14 14614.42 13322.03 5570.0% 222619 13219 2125.83 14153.59
54| Apr-18 3488047 19343.29 11305.73 14429.52 14276.91 5879.93 22379.9 1298.08 2238.15 13002.72
35| May-18 32929.81 13821.62 1129145 14429.44 13612.08 6002.58 20670.27 1206.09 2129.3 14003.64 H
56| Jun-18 31541.51 17488.15 11213.28 13659.5 13064.49 5890.24 20206.69 1185.39 1946.64 14205.73
57| Jul-18 33688.25 18295.56 12012.67 15023.57 12659.62 6245.18 20902.46 1183.78 1975.25 15945.17
98| Aug-18 35656.74 18596.76 12771.69 15079.04 13821.31 6269.94 21696.4 1179.55 2140.72 15025.34
59| Sep-18 31774.14 17108.89 11502.75 14855.41 13278.78 5464.3 19134.28 1021.75 192943 14726.58
60| Oct-18 31314.23 17488.58 11127.84 13246.52 12524.55 5449.05 19142.33 979.83 1958.13 14332.65
61| Nov-18 32233.63 18639.37 11647.29 13246.2 11831.86 5807.71 20526.45 991.82 1911.27 13923.37
62| Dec-18 32995.21 13821.04 11829.07 13748.57 11839.59 5928.97 20694.63 938.38 1993.18 13881.35
63 Jan-19 31508.98 1731111 11615.86 13612.32 10938.6 5806.28 21255.75 976.71 1880.88 13760.65
B4 Feb-19 31250.55 17087.68 11353.74 13802.15 10766.55 5711.84 21410.25 987.23 1828.66 14407.89
65 Mar-19 33809.78 18471.99 11741.51 15269.7 11355.12 6432.87 23836.65 1027.28 203441 14367.02
66 Apr-19 32615.75 18030.56 11764.37 15357.85 11513.24 8319.39 23873.81 976.36 1969.54 13305.06
67 May-19 3301849 19939.33 11518.09 15734.43 107364 67115 24700.46 1016.53 2010.12 12889.34
68| Jun-19 3237454 19855.41 11361.92 14803.26 11107.22 6661.83 26128 989.22 2093.86 12704.38
69 Jul-19 29966.61 1755591 11062.33 13236.95 9685.46 6194 223423 912,98 1966.31 12875.4
70 Aug-ls 2979176 1634177 11077.23 13163.72 §524.28 6036.67 23420.17 911.48 1887.96 12493.53
71| Sep-13 30953.1 18695.27 11766.98 14642.13 9085.65 §259.35 2587273 988.4 19344 13229.05
72 Qct13 31737.03 18823.14 1224594 15734.75 9305.46 6309.64 26893.46 903.81 1986.56 13603.33
73| Nov-13 31825.59 17384.46 11723.58 15155.61 9778.97 6887.05 248727 1116.22 1924.8 13429.11
74| Decld 31514.74 16343.93 11405.88 14744.76 10428.2 §996.14 2501155 1115.96 1926.25 13957.01
5 | Jan-20 31835.12' 17462.11_' 11641.54 13923.67 94%4.1 6846.92 26147.11 1178.61 1899.25 13480.1
b) Calcul ated monthly Return Long Term
| Al - F ‘ Table 1:Repesent Returns
| A 8 G D E F G H 1 J K L M ¥
1 m‘(on monthlyrbasis) -
2 |Time Horizon: Formation Period Testing Period
3 short term 01/01/2018 - 31/12/2018 01/01/2019 - 31/12/2019
4 |long term 01/01/2014- 31/12/2016 01/01/2017 - 31/12/2019
&
6 . Long term
i Formation period:- 2014-2016
3 'Months 5&P BSE SENSEX NEXT 50 S&P BSE CAPITAL GOODS S&P BSE FMCG S&P BSE OIL AND GAS S&P BSE METAL S& P BSE FINANCE S&PBSEC
9 CLOSE PRICE returns  CLOSE PRICE returns  closeprice  returns  Close price returns  Close price  returns close price returns  close pric
10 lan-14 15893.95 5436.63 6517.93 8453.06 9151.57 2343.65
1 . Feb-14 16019.15 1% 10375.6 9% 5483.96 -1% 8425.99 0% 8660.83 -5% 2428.85 4%
12 | Mar-14 17848.8 11% 12011.23 16% 6971.02 8% 9485.72 13% 10059.1 16% 2815.07 16%
15 . Apr-14 18011.89 1% 12118.32 1% 6763.06 -3% 954847 1% 9981.03 -1% 2853.89 1%
14 May-14 21556.69 20% 14716.81 1% 6864.13 1% 10854.09 14% 12292.69 3% 3248.59 14%
15 . Jun-14 22994.65 Th 16200.21 10% 6676.19 -3% 11150.89 3% 13099.95 Th 3430.07 6%
16 . Jul-14 22383.18 -3% 14651.63 -10% 7169.75 Th 10749.83 -4% 13064.27 0% 3437.45 0%
17 . Aug-14 22820.2 2% 14513.18 2% 7401.78 3% 111849 4% 12252.68 -6% 3451.24 2%
18| Sep-14 22632.17 -1% 14267.74 -4% 7630.97 3% 10728.88 -4% 114034 -Th 3426.53 -2%
19 Oct-14 23409.77 3% 15924.51 12% 7497.07 -2% 11160.18 4% 11849.95 4% 3736.05 9%
20 . Nov-14 24317.22 4% 16371.64 3% 7733.68 3% 10914.3 -2% 11306.25 -5% 4029.58 8%
21 . Dec-14 24051.72 -1% 15442.24 -6% 7766.57 0% 9895.21 -9% 10752.69 -5% 4057.22 1%
22 Jan-15 25084.79 4% 17095.72 1% 827545 Th 10143.2 3% 10190.2 -5% 4297.22 6%
Zj . Feb-15 25301.73 1% 17779.48 4% 822238 1% 9685.68 -5% 10569.66 4% 4315 0%
24 . Mar-15 25089.25 -1% 17293 -3% 7773.04 -5% 9311.95 -4% 9465.65  -10% 4043.61 -6%
25 Apr-13 24879.18 -1% 16519 -4% 7607.39 -2% 9203.45 -1% 9800.97 4% 3972.55 -2%
“Wod b b lnnn tarm data o chart farm data Aneustrotum H1 4 | m
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| 4] - M I 2 E Q R 2 i i
1 4
2 {
3 {
4 {
5 {
6 {
? 4
8 | 5& P BSE FINANCE 5&P BSE CONSUMER DURABLE S&P BSE TELECOM 58P BSEPOWER S&P BSEHEALTH CARE
9 close price returns  close price returns  close price returns  close price returns  close price returns
10 2343.65 5548.18 1195.53 1525.34 10109.76
11 | 2428.85 4% 5951.36 T% 1104.14 -8% 1528.54 0% 108359.95 7%
12| 2815.07 16% 6526.14 10% 1218.71 10% 1724.5 13% 10083.63 -T%
13 | 2853.83 1% 6517.26 0% 1237.27 2% 1686.54 -2% 10757.33 7%
14 | 3248.59 14% 7713.46 18% 1331.43 8% 2166.65 28% 10315.41 -4%
15| 3430.07 6% 8870.04 15% 1358.73 2% 2318.72 T% 11462.23 11%
16 | 3437.45 0% 8556.87 -4% 1435.87 6% 2133.55 -8% 12341.28 8%
17 | 3491.24 2% 9180.82 T% 1416.34 -1% 2041.75 -4% 13356.87 8%
18| 3426.53 -2% 9850.75 T% 1500.78 6% 15378.06 -3% 14352.3 7%
19| 3736.05 9% 9875.1 0% 1458.02 0% 2166.41 10% 14354.01 0%
20| 4029.58 8% 9646.51 -2% 1467.36 -2% 2166.14 0% 14356.57 4%
21| 4057.22 1% 9673.67 0% 1388.34 -5% 2092.51 -3% 14692.95 -2%
22 4297.22 6% 10655.36 10% 1440.72 4% 222452 6% 15666.51 7%
23 4315 0% 10388.14 -3% 1391.7 -3% 2269.06 2% 15854.6 1%
24 | 4043.61 -6% 10417.87 0% 1506.91 8% 2127.41 -6% 17284.94 9%
25 | 3972.55 -2% 10377.63 0% 1482.54 -2% 2095.16 -2% 16186.51 -6%
o)\ H--) s SEP BSE DATA WITH RETURNS - Microsoft Excel - P
:—y Home Insert : Page Layout Formulas Data Review View ‘Q) -2 X
K ocut _ . e [ [ " = et ¥ |5 e X AutoSum * ;
B Calibri 1 - | A AT |_ I|§i ‘_ = Wrap Text Custom . }g ﬁ‘:g gﬂ ul- :? ‘L‘:.J @] Filt - %? Ea
"5 o | B 5 ) 85 e (S ot ot 1 | ot o | 5L st s
I Cliphoard ’;, - Fant IF] Alignment i I_ Number ’;, Styles Calls Editing |
| A50 - 5| B
: A ! 8 g D E F G H I J K L M E
26 May-15 25434.05 2% 16802.01 2% 7847.38 3% 9643.21 5% 9728.35 -1% 4056.78 2%
27 Jun-15 25139.66 -1% 17517.9 4% 7789.06 -1% 9859.23 2% 9335.29 -4% 4017.11 -1%
28 Jul-15 26347.42 5% 1808131 3% 8133.5 4% 9902.17 0% 8668.37 -Th 4136.72 3%
29| Aug-15 25368.48 -4% 16149.96 -11% 7187.92 -4% 8878 -10% 744607 -14% 3772.27 -9%
30| Sep-15 24566.42 -3% 15111.41 -6% 7751.72 0% 8694.68 -2% 6833.72 -8% 3814.36 1%
31| Oct-15 24623.61 0% 14946.11 -1% 7847.07 1% 5065.9 4% 7307.74 T 3856.96 1%
32| Nov-15 24294.26 -1% 14587.44 -2% 7912 1% 9328.39 3% 71184 -3% 3840.63 0%
33| Dec-15 24605.82 1% 14128.32 -3% 7871.83 -1% 9555.61 2% 7397.96 4% 3803.5 -1%
34| Jan-16 22360.47 -9% 12368.05 -12% 7438.52 -6% 9258.08 -3% 6894.01 ~T%h 3493.94 -8%
35| Feb-16 20725.03 -T% 11239.38 -9% 7114.45 -4% 8214.24 -11% 6759.24 -2% 3144.1 -10%
36 | Mar-16 23193.54 12% 12861.33 14% 7692.32 8% 9161.61 12% 7540.75 12% 3549.11 13%
37| Apr-16 24059.94 4% 13202.64 3% 7697.38 0% 9356.16 2% 7958.93 6% 3663.32 3%
38| May-16 24662.11 3% 14464.97 10% 8045.03 5% 9321.96 0% 7950.38 0% 3896.59 6%
33 | Jun-16 25579.59 4% 14874.79 3% 8452.76 5% 9720.95 4% 8519.69 Th 3992.72 2%
40 | Jul-16 27855.67 9% 15477.94 4% 8725.38 3% 10595.23 9% 9406.16 10% 4300.46 8%
41| Aug-16 28796.94 3% 15212.25 -2% 882247 1% 1107271 5% 9939.73 6% 4488.25 4%
42| Sep-16 28590.84 -1% 14581.77 -4% 8461.02 -4% 11377.55 3% 9763.66 -2% 442431 -1%
43 Oct-16 29252.4% 2% 14920.82 2% 8510.52 1% 12316.81 8% 10317.55 6% 4496.17 2%
44| Nov-16 27720.89 -5% 14044.51 -6% 8070.77 -5% 11964.32 -3% 10666.3 3% 4197.79 -T%
45| Dec-16 26567.2 -4% 13664.5 -3% 8130.87 1% 12151.64 2% 10109.34 -5% 4068.97 -3%
46 annual return 57% 47% 2% 42% 20% 62%
47 ;beta value 1.24 0.38 0.82 1.03 0.97
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AB46 3
_ N Bl P " T~ R | 5 | T [ 4 | V¥
26 | 10666.11 3% 1625.93 10% 2069.81 -1% 16900.3 4%
27 | 10745.62 1% 1589.55 -2% 2022.14 -2% 16564.32 -2%
28 | 11086.48 3% 1602.36 1% 2064.56 2% 17047.69 3%
2% 11048.26 0% 1383.6 -13% 18344 -11% 17361.78 5%
30| 10809.61 -2% 13316 -4% 1841.7 0% 17779.17 -1%
31| 11872.63 10% 1376.68 3% 1917.11 4% 18066.44 2%
32| 12466.01 5% 1357.37 -1% 1901.85 -1% 16298.41 -10%
33| 11957.51 -4% 1424.88 5% 1957.68 3% 16905.2 4%
34 | 12183.02 2% 1170.38 -18% 1838.42 -6% 16304.98 -4%
35| 11054.04 -9% 1192.18 2% 1582.48 -14% 15207.69 -7%
36 | 11480.5 4% 1250.42 8% 1775.73 12% 15143.25 0%
37| 11787.17 3% 1337.21 4% 1846.34 4% 15582.33 3%
38 | 11761.37 0% 1297.46 -3% 1871.71 1% 15246.16 -2%
39| 11973.11 2% 130077 0% 1396.05 7% 15493 2%
a0 | 12404.71 4% 1326.78 2% 2076.58 4% 16299.15 5%
41 12485.32 1% 1226.1 -8% 2098.41 1% 16161.74 -1%
42| 12548.56 1% 1175.63 -A% 1989.59 -5% 16181.12 0%
43 12927.42 3% 1178.98 0% 2006.11 1% 16471.99 2%
44 | 11278.54 -13% 1193.64 1% 2028.73 1% 15734.32 -4%
45| 1123712 0% 1120.64 -6% 1987.58 -2% 14727.59 -6%
46 % 0% 36% 43%
a7 0.72 0.60 1.18 0.10
o
| nas v 5|
Al A B — D E F G H 1 ] K L M
48 ! Testing period :- 2017-2019
43 month close price returns  close price returns closeprice  returns  close price returns  close price  returns close price returns 1
50 28950.31 14783.32 8567.58 12838.16 11672.32 4354.86
51 Feb-17 30246.2 4% 15333.49 4% 8799.89 3% 13534.47 5% 11893.05 2% 46318 5%
52 Mar-17 31080.64 3% 16446.03 % 9270.25 5% 13563.63 0% 11804.46 -1% 4885.69 5%
53 Apr-17 32562.31 5% 17865.77 9% 9412.29 2% 14455.03 T 11303.38 -4% 5120.91 5%
54 May-17 31854.4 -2% 17596.08 -2% 10106.15 7% 14247.08 -1% 11247.61 0% 5270.63 3%
55 Jun-17 31682.87 -1% 17075.54 -3% 10428.17 3% 13202.65 -T% 11374.12 1% 5280.94 0%
56 Jul-17 33769.41 % 17972.61 5% 10093.85 -3% 14189.96 Th 12425.99 9% 5721.18 8%
57 Aug-17 33854.31 0% 17330.85 -4% 10174.12 1% 15177.26 T 13284.05 T 5638.95 -1%
58 Sep-17 33265.88 -2% 17172.12 -1% 9772.71 -A% 14342.54 -2% 13563.9 2% 5561.17 -1%
53 Oct-17 33907.74 8% 18423.27 7% 10263.72 5% 16552.4 12% 14730.27 9% 5743.75 3%
60 Nov-17 35474.14 -1% 18455.38 0% 10321.18 1% 15927.91 -4% 13902.3 -6% 5755.61 0%
61 Dec-17 36849.38 4% 19133.76 4% 10695.18 4% 16283.26 2% 14939.28 T 5813.73 1%
62 Jan-18 35813.62 -3% 20363.58 6% 10711.47 0% 16368.16 1% 15427.36 3% 6157.81 6%
63 Feb-18 338911 -5% 15075.79 -6% 10506.36 -2% 15505.76 -5% 15173.8 -2% 5707.46 -T%
64 Mar-18 32800.38 -3% 18476.73 -3% 10290.14 -2% 14614.42 -6% 13322.03  -12% 5570.09 -2%
65 Apr-18 34880.47 6% 159543.29 6% 11305.73 10% 14429.52 -1% 14276.91 T 5879.99 6%
66 May-18 32929.81 -6% 18821.62 4% 11291.45 0% 14429.44 % 13612.08 -5% 6002.58 2%
67 Jun-18 31941.51 -3% 17488.15 -T% 11213.28 -1% 13659.5 -5% 13064.49 -4% 5850.24 -2%
68 Jul-18 33688.25 5% 18295.56 5% 12012.67 7% 15023.57 10% 12659.62 -3% 6245.18 6%
63 Aug-18 35656.74 6% 18996.76 4% 12771.69 6% 15079.04 L 13821.31 9% 6269.94 0%
70 Sep-18 31774.14 -11% 17108.89 -10% 11502.75 -10% 14855.41 -1% 13278.79 -A% 5464.3 -13%
ral Oct-18 31314.23 -1% 17488.58 2% 11127.84 -3% 13246.92 -11% 12524.55 -6% 5449.05 0%
72 | Nov-18 32233.63 3% 18639.37 % 11647.29 5% 13246.2 0% 11831.86 -6% 5807.71 %
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49 |close price  returns close price returns  close price returns  close price returns  close price returns  close price returns
50 11672.32 4394.86 12625.91 1243.71 2167.72 14797.01
51 11853.05 2% 4631.8 5% 13778.67 9% 1291.87 4% 2195.78 1% 15384.57 1%
52 11804.46 -1% 4885.69 5% 15257.34 11% 1240.67 -4% 2274.42 4% 15312.4 0%
53 11303.38 -4% 5120.91 5% 15474.66 1% 1277.72 3% 2325.75 2% 15015.4 -2%
54 11247.61 0% 5270.63 3% 15400.15 0% 1278.56 0% 2220.59 -5% 13563.8 -10%
a5 11374.12 1% 5280.94 0% 16012.71 4% 1305.01 2% 222554 0% 14150.58 5%
56 12425.95 9% 5721.18 8% 16466.93 3% 1443.64 11% 232361 4% 14195.4 0%
57 13284.05 7% 5638.95 -1% 17700.91 7% 1434.79 -1% 2261.46 -3% 13149.26 -7%
58 13563.9 2% 5561.17 -1% 17554.86 -1% 1363.93 -5% 2206.23 -2% 13487.76 3%
59 14730.27 9% 5743.75 3% 18465.61 5% 1630.42 20% 2345.2 6% 14281.6 6%
60 | 13502.3 -6% 5755.61 0% 21460.61 16% 1565.91 -A% 2320.68 -1% 13990.28 -2%
61 | 14939.28 T 5813.73 1% 22689.46 6% 1675.03 7% 2381.69 3% 14799.42 6%
62 | 15427.36 3% 6157.81 6% 22476.79 -1% 1478.2 -12% 2315.48 -3% 14559.39 -2%
63 | 15173.8 -2% 5707.46 -7% 21187.21 -6% 1434.66 -3% 2223.14 -4% 14113.01 -3%
54 | 13322.03 -12% 5570.09 -2% 22261.9 5% 1321.9 -8% 2125.83 -4% 13157.62 -7%
65 | 14276.91 T 5879.99 6% 22373.9 1% 1293.08 -2% 2238.15 5% 14153.59 8%
66 | 13612.08 -5% 6002.58 2% 20670.27 -8% 1206.09 -T% 2129.3 -5% 13002.72 -8%
67 | 13064.49 -4% 5890.24 -2% 20206.69 -2% 1185.39 -2% 1946.64 -9% 14003.64 8%
68 | 12659.62 -3% 6245.18 6% 20902.46 3% 1189.78 0% 1975.25 1% 14205.73 1%
63 | 13821.31 9% 6269.94 0% 21696.4 4% 1179.55 -1% 2140.72 8% 15945.17 12%
70 13278.79 -4% 5464.3 -13% 19134.28 -12% 1021.75 -13% 1925.43 -10% 15025.34 -6%
71 12524.55 -6% 5449.05 0% 19142.33 0% 979.83 -4% 1958.13 1% 14726.58 -2%
72| 11831.86 -6% 5807.71 7% 20526.45 7% 991.82 1% 1911.27 -2% 14332.65 -3%
| A7 bl I | ¥
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73| Dec-18 32995.21 2% 18821.04 1% 11829.07 2% 13748.57 4% 11839.59 0% 5928.97 2%
| Jan-19 31508.98 -5% 1731111 -8% 11615.86 -2% 13612.32 -1% 10958.6 -T% 5806.28 -2%
75| Feb-19 31250.55 -1% 17087.68 -1% 11353.74 -2% 13802.15 1% 10766.55 -2% 5711.84 -2%
76| Mar-19 33809.78 8% 18471.99 8% 1174151 3% 15269.7 11% 11355.12 5% 6432.87 13%
77 Apr-19 32615.75 -4% 18030.56 -2% 11764.37 0% 15357.85 1% 11513.24 1% 6319.39 -2%
78| May-19 33018.43 1% 19939.33 1% 11518.09 -2% 1573443 2% 10756.4 -7% 6711.9 6%
79| Jun-19 32374.94 -2% 15855.41 0% 11361.92 -1% 14803.26 -6% 11107.22 3% 6661.83 -1%
80| Jul-19 29966.61 -7% 17555.91 -12% 11062.33 -3% 13236.95 -11% 968546 -13% 6154 -TH
81| Aug-19 29791.76 -1% 1694177 -3% 11077.23 0% 13163.72 -1% 8524.28 -12% 6036.67 -3%
82 Sep-19 30953.1 4% 18695.27 10% 11766.98 6% 14642.13 11% 5085.65 % 6259.35 %
83| Oct-19 31737.03 3% 18823.14 1% 12245.94 4% 15734.75 % 9305.46 2% 6509.64 4%
84| Nov-19 31825.59 0% 17384.46 -8% 11723.58 -4% 15155.61 -4% 9778.97 5% 6887.05 6%
85| Dec-19 31514.74 -1% 16943.93 -3% 11405.88 -3% 14744.76 -3% 10428.2 % 6396.14 2%
86 annual return 12% 20% 2% 20% 5% 51%
87 betavalue 104 0.62 0.89 0.78 0.86
88..
| N 0 P Q R S I u
73| 20654.63 1% 988.38 0% 1999.18 5% 13923.37 -3%
74 21255.75 3% 976.71 -1% 1880.88 -6% 13881.35 0%
75 21410.25 1% 987.23 1% 1828.66 -3% 13760.65 -1%
76 23856.85 11% 1027.28 4% 2034.41 11% 14407.83 5%
77 23873.81 0% 976.36 -5% 19659.54 -3% 14367.02 0%
78 24700.46 3% 1016.53 4% 2010.12 2% 13305.06 -7%
79 26128 6% 989.22 -3% 2093.86 4% 12889.34 -3%
80 223423 -14% 912.98 -8% 1966.31 -6% 12704.38 -1%
81 23420.17 5% 911.48 0% 1887.36 -4% 128754 1%
82 25872.79 10% 968.4 6% 15344 2% 12453.53 -3%
B3 26893.46 4% 903.81 -T% 1986.56 3% 13229.05 6%
54 24872.7 -8% 1116.22 24% 1924.8 -3% 13603.33 3%
83 25011.55 1% 1115.96 0% 1926.25 0% 13429.11 -1%
36 76% -2% -8% -5%
87 0.88 0.99 0.90 0.57
B8
83
30
91
92
93
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Short term
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1 [shortterm | _|
2 formation period : 1jan2018 - 31 dec 2018
3
4 _Month S&P BSE SENSEX NEXT 50 S&P BSE CAPITAL GOODS S&P BSE FMCG S&P BSE OILAND GAS 58P BSE METAL S8P BSE FINANCE
5| close price returns  close price returns  close price returns  close price return  close price return  close price return
6 Jan-18 35813.62 20363.58 10711.47 16368.16 15427.36 6157.81
7 Feb-18 338911 -5% 19075.79 -6% 10506.36 -2% 15505.76 -5% 15173.8 -2% 5707.46 -7%
g Mar-18 32800.38 -3% 18476.73 -3% 10280.14 -2% 14614.42 -6% 13322.03 -12% 5570.09 -2%
9 | Apr-18 34880.47 6% 19543.29 6% 11305.73 10% 14429.52 -1% 14276.91 7% 5879.99 6%
10 May-18 32929.81 -6% 18821.62 -4% 1125145 0% 14429.44 0% 13612.08 -5% 6002.58 2%
11 | Jun-18 31941.51 -3% 17488.15 -T% 11213.28 -1% 13659.5 -5% 13064.49 -A% 5890.24 -2%
12 Jul-18 33688.25 5% 18295.56 5% 12012.67 T4 15023.57 10% 12659.62 -3% 6245.18 6%
13| Aug-18 35656.74 6% 18996.76 4% 12771.69 6% 15079.04 0% 13821.31 9% 6269.94 0%
4] Sep-18 31774.14 -11% 17108.89 -10% 11502.75 -10% 14855.41 -1% 13278.79 -4% 5464.3 -13%
15 Oct-18 31314.23 -1% 17488.58 2% 11127.84 -3% 13246.92 -11% 12524.55 -6% 5449.05 0%
16| Nov-18 32233.63 3% 18639.37 T% 11647.25 5% 13246.2 0% 11831.86 -6% 5807.71 %
17 | Dec-18 32995.21 2% 18821.04 1% 11829.07 2% 13748.57 4% 11839.59 0% 5928.97 2%
18 Annual return -1% -6% 12% -16% -24% -2%
15 |Beta Value 0.93 0.94 0.45 0.60 0.87
f | [#
' N 0 P Q 7 s T U v w x. e zi
L |
S&P BSE CONSUMER DURABLE S&P BSE TELECOM SE&P BSE POWER S&P BSE HEALTH CARE
close p!’iCE return close pFiCE return close pliC e return close p!’iCE returns
22476.79 1478.2 2319.48 14559.29 =
21187.21 -6% 1434.66 -3% 2223.14 -4% 14113.01 -3%
22261.9 5% 13219 -8% 2125.83 -4% 13157.62 -T%h
22379.9 1% 1298.08 -2% 2238.15 5% 14153.59 8%
20670.27 -8% 1206.09 -T% 2129.3 -5% 13002.72 -8%
20206.69 -2% 1185.39 -2% 1946.64 -3% 14003.64 3%
20902.46 3% 1189.78 0% 1975.25 1% 14205.73 1%
21696.4 4% 1179.55 -1% 2140.72 8% 15945.17 12%
19134.28 -12% 1021.75 -13% 1929.43 -10% 15025.34 -6%
19142.33 0% 979.83 -4% 1958.13 1% 1472658 -2%
20526.45 % 991.82 1% 1911.27 -2% 14332.65 -3%
20694.63 1% 988.38 0% 1999.18 5% 13923.37 -3%
-6% -39% -13% -2%
0.81 0.64 0.89 0.76
20: testing period : 1jan 2019 - 31 dec 2019
21 jmonth close price return  close price return  close price return  close price return  close price return  close price return
2| Jan-19 31508.98 1731111 11615.86 13612.32 10958.6 5806.28
23] Feb-19 31250.35 -1% 17087.68 -1% 11353.74 -2% 13802.15 1% 10766.55 -2% 5711.84 -2%
24| Mar-19 33809.78 8% 18471.99 8% 11741.51 3% 15269.7 11% 11355.12 5% 6432.87 13%
35| Apr-15 32615.75 -4% 18030.56 -2% 11764.37 0% 15357.85 1% 11513.24 1% 6319.39 -2%
26| May-15 33018.45 1% 19939.33 11% 11518.08 -2% 15734.43 2% 10756.4 7% 6711.5 6%
27| Jun-1% 32374.94 -2% 19855.41 0% 11361.92 -1% 14803.26 -6% 11107.22 3% 6661.83 -1%
8| Jul-19 29966.61 -T% 17555.91 -12% 11062.33 -3% 13236.95 -11% 9685.46 -13% 6194 -T%
2] Aug-15 2979176 -1% 16941.77 -3% 11077.23 0% 13163.72 -1% 8524.28 -12% 6036.67 -3%
30| Sep-19 30953.1 4% 18685.27 10% 11766.98 6% 14642.13 11% 5085.65 7% 6259.35 4%
3] Oct-19 31737.03 3% 18823.14 1% 12245.94 4% 15734.75 T 5305.46 2% 6509.64 1%
32 Nov-15 31825.5% 0% 17384.46 -8% 11723.58 -4% 15155.61 -4% 9778.97 5% 6887.05 6%
3] Dec-15 31514.74 -1% 16943.93 -3% 11405.88 -3% 14744.76 -3% 10428.2 T% 6996.14 2%
34 Annual return 1% 0% -1% 10% 2% 20%
35 Beta Value 1.35 0.52 147 0.95 120
3|
37|
38
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20
21 close price
22.
23|
24 |
25 |
26
27 |
28 |
29|
30
31|
32 |
33
34|
35 |
36 |
37|
38
33

21255.75
21410.25
23856.65
23873.81
24700.46
26128
22342.3
23420.17
25872.79
26893.46
24872.7
25011.55

return

1%
11%
0%
3%
6%
-14%
5%
10%
4%
-8%
1%
19%
1.45

close price
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976.71
987.23
1027.28
976.36
1016.53
989.22
912.58
911.48
568.4
903.81
1116.22
1115.96

return

1%
4%
-5%
4%
-3%
-8%
0%
6%
-7%
24%
0%
17%
0.80

close price

1880.88
1828.60
2034.41
1969.54
2010.12
2093.86
1966.31
1887.96

1934.4
1986.56

1924.8
1926.25

return close price return
13881.35
-3% 13760.65 -1%
11% 14407.89 5%
-3% 14367.02 0%
2% 13305.06 -7%
4% 12889.34 -3%
-6% 12704.38 -1%
-4% 12875.4 1%
2% 12493.53 -3%
3% 13229.05 6%
-3% 13603.33 3%
0% 134329.11 -1%
4% -3%
0.99 0.32
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