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ABSTRACT 

Portfolio Management is used to select a portfolio of 

new product development projects to achieve the 

following goals: 

 Maximize the profitability or value of the 

portfolio  

 Provide balance  

 Support the strategy of the enterprise  

Portfolio Management is the responsibility of the 

senior management team of an organization or 

business unit. This team, which might be called the 

Product Committee, meets regularly to manage the 

product pipeline and make decisions about the product 

portfolio. Often, this is the same group that conducts 

the stage-gate reviews in the organization. 

A logical starting point is to create a product strategy 

- markets, customers, products, strategy approach, 

competitive emphasis, etc. The second step is to 

understand the budget or resources available to 

balance the portfolio against. Third, each project must 

be assessed for profitability (rewards), investment 

requirements (resources), risks, and other appropriate 

factors. 

The weighting of the goals in making decisions about 

products varies from company. But organizations must 

balance these goals: risk vs. profitability, new products 

vs. improvements, strategy fit vs. reward, market vs. 

product line, long-term vs. short-term. Several types of 

techniques have been used to support the portfolio 

management process: 

 Heuristic models  

 Scoring techniques  

 Visual or mapping techniques  

The earliest Portfolio Management techniques 

optimized projects' profitability or financial returns 

using heuristic or mathematical models. However, this 

approach paid little attention to balance or aligning the 

portfolio to the organization's strategy. Scoring 

techniques weight and score criteria to take into 

account investment requirements, profitability, risk 

and strategic alignment. The shortcoming with this 

approach can be an over emphasis on financial 

measures and an inability to optimize the mix of 

projects.  

1. INTRODUCTION 

A portfolio is a collection of investments held by an 

institution or a private individual. In building up an 

investment portfolio a financial institution will 

typically conduct its own investment analysis, whilst a 

private individual may make use of the services of a 

financial advisor or a financial institution which offers 

portfolio management services. Holding a portfolio is 

part of an investment and risk-limiting strategy called 

diversification. By owning several assets, certain types 

of risk (in particular specific risk) can be reduced. The 

assets in the portfolio could include stocks, bonds, 

options, warrants, gold certificates, real estate, futures 

contracts, production facilities, or any other item that 

is expected to retain its value. 

Portfolio management involves deciding what assets 

to include in the portfolio, given the goals of the 

portfolio owner and changing economic conditions. 

Selection involves deciding what assets to purchase, 

how many to purchase, when to purchase them, and 

what assets to divest. These decisions always involve 

some sort of performance measurement, most 

typically expected return on the portfolio, and the risk 

associated with this return (i.e. the standard deviation 

of the return). Typically the expected returns from 

portfolios, comprised of different asset bundles are 

compared. 

The unique goals and circumstances of the investor 

must also be considered. Some investors are more risk 

averse than others. Mutual funds have developed 
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particular techniques to optimize their portfolio 

holdings. 

Thus, portfolio management is all about strengths, 

weaknesses, opportunities and threats in the choice of 

debt vs. equity, domestic vs. international, growth vs. 

safety and numerous other trade-offs encountered in 

the attempt to maximize return at a given appetite for 

risk. 

Aspects of Portfolio Management: 

Basically portfolio management involves 

 A proper investment decision making of 

what to buy & sell 

 Proper money management in terms of 

investment in a basket of assets so as to 

satisfy the asset preferences of investors. 

 Reduce the risk and increase returns. 

 

2. OBJECTIVES OF PORTFOLIO 

MANAGEMENT: 

The basic objective of Portfolio Management is to 

maximize yield and minimize risk. The other ancillary 

objectives are as per needs of investors, namely: 

 Regular income or stable return 

 Appreciation of capital 

 Marketability and liquidity 

 Safety of investment 

 Minimizing of tax liability. 

NEED AND IMPORTENCE OF STUDY: 

The Portfolio Management deals with the process of 

selection securities from the number of opportunities 

available with different expected returns and carrying 

different levels of risk and the selection of securities is 

made with a view to provide the investors the 

maximum yield for a given level of risk or ensure 

minimum risk for a level of return. 

Portfolio Management is a process encompassing 

many activities of investment in assets and securities. 

It is a dynamics and flexible concept and involves 

regular and systematic analysis, judgment and actions. 

The objectives of this service are to help the unknown 

investors with the expertise of professionals in 

investment Portfolio Management. It involves 

construction of a portfolio based upon the investor’s 

objectives, constrains, preferences for risk and return 

and liability. The portfolio is reviewed and adjusted 

from time to time with the market conditions. The 

evaluation of portfolio is to be done in terms of targets 

set for risk and return. The changes in portfolio are to 

be effected to meet the changing conditions. 

Portfolio Construction refers to the allocation of 

surplus funds in hand among a variety of financial 

assets open for investment. Portfolio theory concerns 

itself with the principles governing such allocation. 

The modern view of investment is oriented towards 

the assembly of proper combinations held together 

will give beneficial result if they are grouped in a 

manner to secure higher return after taking into 

consideration the risk element. 

The modern theory is the view that by diversification, 

risk can be reduced. The investor can make 

diversification either by having a large number of 

shares of companies in different regions, in different 

industries or those producing different types of 

product lines. Modern theory believes in the 

perspectives of combination of securities under 

constraints of risk and return. 

SCOPE OF STUDY: 

 This study covers the Markowitz model.  The 

study covers the calculation of correlations between 

the different securities in order to find out at what 

percentage funds should be invested among the 

companies in the portfolio. Also the study includes the 

calculation of individual Standard Deviation of 

securities and ends at the calculation of weights of 

individual securities involved in the portfolio.  These 

percentages help in allocating the funds available for 

investment based on risky portfolios. 

 OBJECTIVE OF STUDY 

 How to analyze securities 

 How portfolio management is done 

 A study to find the returns, variance, & 

standard deviation of dividend and growth 

fund. 

 Based on the returns I tried to correlate these 

two funds, to know whether there exist 

positive or negative correlations. 
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 To study the investment pattern and its 

related risks & return  

 To help the investors to choose wisely 

between alternative investment  

 To understand, analyze and select the best 

portfolio 

 

3. RESEARCH METHODOLOGY 

Arithmetic average or mean: 

The arithmetic average measures the central 

tendency. The purpose of computing an average value 

for a set of observations is to obtain a single value, 

which is representative of all the items. The main 

objective of averaging is to arrive at a single value 

which is a representative of the characteristics of the 

entire mass of data and arithmetic average or mean of  

a series(usually denoted by x) is the value obtained by 

dividing the sum of the values of various items in a 

series (sigma x) divided by the number of items (N) 

constituting the series. 

Thus, if X1,X2……………..Xn are the given N 

observations. Then 

 X=   X1+X2+……….Xn      

                                N    

RETURN 

 Current price-previous price *100 

          Previous price 

STANDARD DEVIATION: 

  The concept of standard deviation 

was first suggested by Karl Pearson in 1983.it may be 

defined as the positive square root of the arithmetic 

mean of the squares of deviations of the given 

observations from their arithmetic mean In short S.D 

may be defined as “Root Mean Square Deviation from 

Mean” 

 It is by far the most important and widely 

used measure of studying dispersions. 

 For a set of N observations X1,X2……..Xn 

with mean X, 

 Deviations from Mean: (X1-X),(X2-

X),….(Xn-X) 

 Mean-square deviations from Mean: 

  = 1/N (X1-X)2+(X2-

X)2+……….+(Xn-X)2 

  =1/N  sigma(X-X)2 

Root-mean-square deviation from mean,i.e. 

VARIANCE: 

 The square of standard deviation is known as 

Variance. 

 Variance is the square root of the standard 

deviation: 

  Variance = (S.D) 2 

  Where, (S.D) is standard deviation 

CORRELATION 

 Correlation is a statistical technique, which 

measures and analyses the degree or extent to which 

two or more variables fluctuate with reference to one 

another. Correlation thus denotes the inter-dependence 

amongst variables. The degrees are expressed by a 

coefficient, which ranges between –1 and +1. The 

direction of change is indicated by (+) or (-) signs. The 

former refers to a sympathetic movement in a same 

direction and the later in the opposite direction. 

 Karl Pearson’s method of calculating 

coefficient (r) is based on covariance of the concerned 

variables. It was devised by Karl Pearson a great 

British Biometrician. 

 This measure known as Pearsonian 

correlation coefficient between two variables (series) 

X and Y usually denoted by ‘r’ is a numerical measure 

of linear relationship and is defined as the ratio of the 

covariance between X and Y (written as Cov(X,Y) to 

the product of standard deviation of X and Y 

Symbolically 

 r =  Cov (X,Y) 

         SD of X,Y 
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 =      Σ xy/N                  =  ΣXY 

 SD of X,Y                        N  

Where x =X-X, y=Y-Y 

Σxy = sum of the product of deviations in X and Y 

series calculated with reference to their arithmetic 

means. 

 

  X   = standard deviation of the series X. 

   Y  = standard deviation of the series Y. 

LIMITATION 

1. In this study the number of funds considered 

is only two funds of KOTAK and they are 

dividend fund and growth fund. 

2. The data collected for a period of Five year 

i.e2015-2019 

3. In this study the statistical tools used are risk, 

return, average, variance, correlation. 

4. In this study specific data is collected.  

 

4. PORTFOLIO MANAGEMENT: 

 Specification and qualification of investor 

objectives, constraints, and preferences in the 

form of an investment policy statement. 

 Determination and qualification of capital 

market expectations for the economy, market 

sectors, industries and individual securities. 

 Allocation of assets and determination of 

appropriate portfolio strategies for each asset 

class and selection of individual securities.  

 Performance measurement and evaluation to 

ensure attainment of investor objectives. 

 Monitoring portfolio factors and responding 

to changes in investor objectives, constrains 

and / or capital market expectations. 

 Rebalancing the portfolio when necessary by 

repeating the asset allocation, portfolio 

strategy and security selection.  

 

CRITERIA FOR PORTFOLIO DECISIONS: 

 In portfolio management emphasis is put on 

identifying the collective importance of all 

investor’s holdings. The emphasis shifts from 

individual assets selection to a more balanced 

emphasis on diversification and risk-return 

interrelationships of individual assets within 

the portfolio. Individual securities are 

important only to the extent they affect the 

aggregate portfolio. In short, all decisions 

should focus on the impact which the 

decision will have on the aggregate portfolio 

of all the assets held. 

 Portfolio strategy should be molded to the 

unique needs and characteristics of the 

portfolio‘s owner. 

 Diversification across securities will reduce a 

portfolio‘s risk.  If the risk and return are 

lower than the desired level, leverages 

(borrowing) can be used to achieve the 

desired level. 

 Larger portfolio returns come only with 

larger portfolio risk. The most important 

decision to make is the amount of risk which 

is acceptable.  

 The risk associated with a security type 

depends on when the investment will be 

liquidated. Risk is reduced by selecting 

securities with a payoff close to when the 

portfolio is to be liquidated. 

 Competition for abnormal returns is 

extensive, so one has to be careful in 

evaluating the risk and return from securities. 

Imbalances do not last long and one has to act 

fast to profit from exceptional opportunities. 

 Provides user interfaces that allow for the 

extraction of data based on user defined 

parameters. 

 Provides a comprehensive set of tools to 

perform portfolio and risk evaluation against 

parameters set within the risk framework. 

 Provides a set of tools to optimise portfolio 

value and risk position by: 

 Considering various legs of different 

contracts to create an optimal trading 

strategy. 

 The calculation of residual purchase 

requirements. 

 Performs analysis that provides the relevant 

information to create hedge and trade plans. 

 Performs analysis on current and potential 

trades. 

 Evaluates the best mix of contracts on offer 

from counterparties to minimise the overall 

purchase cost and maximize profits. 
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 Creates and maintains trading and hedge 

strategies by: Allocating trades to contracts 

and books. 

 Maintaining trades against contracts and 

books. 

 Reviewing trades against existing trading 

strategy. 

 Maintains an audit trail of decisions taken 

and query resolution. 

 Produces accurate and timely reports 

TYPES OF RISKS:  

Risk consists of two components. They are  

1. Systematic Risk 

2. Un-systematic Risk 

1. Systematic Risk: 

Systematic risk is caused by factors external 

to the particular company and uncontrollable by the 

company. The systematic risk affects the market as a 

whole. Factors affect the systematic risk are  

 

 

 

The systematic risk is unavoidable. Systematic risk is 

further sub-divided into three types. They are  

a) Market Risk 

b) Interest Rate Risk 

c) Purchasing Power Risk 

a).  Market Risk 

One would notice that when the stock market surges 

up, most stocks post higher price.  On the other hand, 

when the market falls sharply, most common stocks 

will drop. It is not uncommon to find stock prices 

falling from time to time while a company‘s earnings 

are rising and vice-versa. The price of stock may 

fluctuate widely within a short time even though 

earnings remain unchanged or relatively stable. 

 

b). Interest Rate Risk: 

Interest rate risk is the risk of loss of principal brought 

about the changes in the interest rate paid on new 

securities currently being issued.  

c). Purchasing Power Risk: 

The typical investor seeks an investment which will 

give him current income and / or capital appreciation 

in addition to his original investment.  

2. Un-systematic Risk: 

Un-systematic risk is unique and peculiar to a firm or 

an industry. The nature and mode of raising finance 

and paying back the loans, involve the risk element. 

Financial leverage of the companies that is debt-equity 

portion of the companies differs from each other. All 

these factors affect the un-systematic risk and 

contribute a portion in the total variability of the 

return. 

  

 

erials 

 

 

The nature and magnitude of the above mentioned 

factors differ from industry to industry and company 

to company. They have to be analyzed separately for 

each industry and firm. Un-systematic risk can be 

broadly classified into: 

a) Business Risk 

b) Financial Risk 

a. Business Risk: 

Business risk is that portion of the unsystematic risk 

caused by the operating environment of the business. 

Business risk arises from the inability of a firm to 

maintain its competitive edge and growth or stability 

of the earnings. The volatility in stock prices due to 

factors intrinsic to the company itself is known as 

Business risk. Business risk is concerned with the 
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difference between revenue and earnings before 

interest and tax. Business risk can be divided into. 

i). Internal Business Risk 

Internal business risk is associated with the operational 

efficiency of the firm. The operational efficiency 

differs from company to company. The efficiency of 

operation is reflected on the company‘s achievement 

of its pre-set goals and the fulfillment of the promises 

to its investors.  

ii).External Business Risk 

External business risk is the result of operating 

conditions imposed on the firm by circumstances 

beyond its control. The external environments in 

which it operates exert some pressure on the firm. The 

external factors are social and regulatory factors, 

monetary and fiscal policies of the government, 

business cycle and the general economic environment 

within which a firm or an industry operates.  

b. Financial Risk: 

It refers to the variability of the income to the equity 

capital due to the debt capital.  Financial risk in a 

company is associated with the capital structure of the 

company.  Capital structure of the company consists 

of equity funds and borrowed funds. 

5. Data analysis and interpretation 

CALCULATION OF RETURN OF CIPLA 

Year 

Beginning 

price  
Ending 

price 

(Rs) 

Dividend 

(Rs) (Rs) 

2014-15 898 1371.05 10 

2015-16 1334 317.8 3 

2016-17 320 448 3.5 

2017-18 447.95 251.35 2 

2018-19 251.5 212.65 2 

 

100*
Pr

)PrPr(
Re

iceBeginning

iceBeginningiceEndingDividend
turn


  

Return (2015) = 10.00+(1375.05-

898.00) * 100   =      54.23%                        

                                         898.00    

Return (2016)  =  3.00+(317.8-1334.00)  * 100     

=  -75.95% 

                                             1334                   

 Return (2017) =     3.50+(448-

320.00)      * 100     =   41.09%                                 

                                                320 

 Return (2018) =     2.00+(251.35-

447.95)  * 100    =  -43.44% 

                                                 447.95 

 Return (2019) =     2.00+(212.65-

251.5)  * 100      =  -14.65% 

                                               251.5 

CALCULATION OF RETURN OF RANBAXY 

Year 
Beginning 

price(Rs) 

Ending 

price(Rs) 
Dividend(Rs) 

2014-15 598.45 1095.25 15 

2015-16 1109 1251.15 17 

2016-17 1268 362.75 14.5 

2017-18 363 391.8 8.5 

2018-19 391 425.5 8.5 

 

100*
Pr

)PrPr(
Re

iceBeginning

iceBeginningiceEndingDividend
turn


  

Return (2015)  =   15.00+(1095.25-

598.45) * 100        =     85.52%     

                                         598.45    

Return (2016)  =   17.00+(1251.15-

1109.00)  * 100     =     14.35% 

                                                    1109              

Return (2017) =     4.50+(362.75-

1268.00)   * 100      =   -70.24% 
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                                                1268.00 

 Return (2018) =     8.50+(391.8-363)  

* 100                =   10.27%                                                 

                                             363 

 Return (2019) =     8.50+(425.5-

391.00)  * 100          =   10.99%                                               

                                               391.00 

CALCULATION OF RETURN OF 

MAHENDRA&MAHENDRA 

Year 

Beginning 

price 

(Rs.) 

Ending 

price 

(Rs.) 

Dividend 

(Rs.) 

2014-15 113.45 388.8 5.5 

2015-16 392.55 545.45 9 

2016-17 547.1 511.6 13 

2017-18 514.8 908.45 10 

2018-19 913 861.95 11.5 

 

100*
Pr

)PrPr(
Re

iceBeginning

iceBeginningiceEndingDividend
turn




 

 

Return (2015) = 5.50+(388.8-

113.45)  * 100   =   247.55% 

                                    113.45             

  Return (2016) = 9.00+(545.45-

392.55) * 100  =  41.24% 

                                        392.55                                      

Return (2017) =  13.00+(511.6-

547.10)  * 100  = - 4.11% 

                                   547.10 

Return (2018) = 10.00+(908.45-

514.80) *  100 =   78.41% 

                514.50 

 

Return (2019) = 11.50+(861.95-

913.00) * 100 = -4.3% 

                                    913.00              

6. FINDINGS 

Investors would be able to achieve when the 

returns of shares and debentures Resultant would be 

known as diversified portfolio. Thus portfolio 

construction would address itself to three major via, 

selectivity, timing and diversification. In case of 

portfolio management, negatively correlated  assets 

are most profitable. A rational investor would 

constantly examine his chosen portfolio both for 

average return and risk. 

 Individual returns on the selected stocks 

including Maruti, ACC, ICICI, Reliance are 

28.63%, 31.62%, 23.46%, 31.60% 

respectively. 

 Individual risks on the selected stocks 

including Maruti, ACC, ICICI, Reliance are 

89.43%, 46.18%, 56.71%, 68.95% 

respectively. 

 Correlation between all the companies is 

positive which means all the combinations of 

portfolios are at good position to gain in 

future. 

 Portfolios Returns of followed by ACC & 

ICICI (35%) and Maruti & ACC (33.08%) 

stood on the top while Portfolio Retuns of 

Maruti & ICICI (21.2%) and ICICI & 

Reliance (24.10) stood at the bottom.   

 Portfolios Risk of Maruti (89. 3%) followed 

by Reliance & Maruti (67%) and Reliance  

are very high while Portfolio Risks of ACC 

& TCS (22.61%) , Maruti & ACC (37.68%)  

stood at the bottom.   

SUGGESTIONS  

 All the stocks under consideration have given 

positive return which indicates the positive 

performance of the stock market, specially 

the SENSEX stocks. has been the outstanding 

performer with a return of nearly 55%. This 

indicates that Investors can be assured of 
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good returns in the long run by investing in 

blue chip companies. Rest of the stocks has 

given average returns ranging from 24% to 

32%. 

 Comparing the individual risks, Maruti are 

risky securities compared to the other 

securities like Reliance, ACC and ICICI and 

it suggested that the investors should be 

careful while investing in these securities. 

 The investors who require minimum return 

with low risk can invest in ICICI and ACC. 

 It is recommended that the investors who 

require high risk with high return should 

invest in ACC. 

 All the investors who invest in the securities 

are ultimately benefited by investing in 

selected scripts of Industries. 

 Investors are advised to invest in Portfolios 

of Reliance & ACC (37.43%) followed by 

ACC & ICICI (35%) and Maruti & ACC 

(33.08%) which have given the maximum 

returns. 

  Low Risk investors are advised to keep away 

from Maruti (risk of 89. 3%) and prefer the 

Portfolios of ACC (22.61%) , Maruti (37.68%)  

which have the least risk.   

Some general rules to follow while investing in 

securities include: 

 Never invest on the basis of an insider trader 

tip in a company which is not sound (insider 

trader is person who gives tip for trading in 

securities based on prices sensitive up price 

sensitive un published information relating to 

such security). 

 Never invest in the so called 

promoter quota of lesser known company. 

 Never invest in a company about 

which you do not have appropriate knowledge. 

 Never at all invest in a company 

which doesn’t have a stringer financial record  your 

portfolio should not stagnate. 

 Shuffle the portfolio and replace the 

slow moving sector with active ones, investors were 

shatter when the technology, media, software, stops, 

have taken a down slight. 

 Never fall to magic of the scripts 

don’t confine to the blue chip company’s look out for 

other portfolio that ensure regular dividends. 

In the same way never react to sudden raise or fall in 

stock market index such fluctuations in movement 

minor correction’s in stock market held in 

consolidation of market their by reading out a weak 

player often taste on wait for the dust and dim to settle 

to make your move”.  

7. CONCLUSIONS 

Portfolio management is a process of 

encompassing many activities of investment assets 

and securities. It is a dynamic and flexible concept and 

involves regular and systematic analysis, judgment, 

and action. A combination of securities held together 

will give a beneficial result if they grouped in a manner 

to secure higher returns after taking into consideration 

the risk elements. 

The main objective of the Portfolio 

management is to help the investors to make wise 

choice between alternate investments without a post 

trading shares. Any portfolio management must 

specify the objectives like Maximum returns, 

Optimum Returns, Capital appreciation, Safety etc., in 

the same prospectus. 

This service renders optimum returns to the 

investors by proper selection and continuous shifting 

of portfolio from one scheme to another scheme of 

from one plan to another plan within the same scheme. 
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