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Chapter |

INTRODUCTION

This chapter contains information on Indian stockket, financial investments, types

of investment strategies and their various typesjerof investment strategies etc.
All these are covered under following heads:

1.1 Stock Market

1.2 Indian Stock Market

1.3 Financial Investments

1.4 Investing Strategies

15 Fundamental Analysis and Technical Analysis
1.6 Momentum Investing

1.1 Stock Market

A stock market may be a physical place, sometinmesvk as a stock exchange, where
brokers gather to buy and sell stocks and otherrgies. The term is also used more broadly
to include electronic trading that takes place ax@nputer and telephone lines. In fact, in
many markets around the world, all stock tradingaadled electronically. Stock exchange is
the term used for the overall market in which shaee issued and traded on exchanges or in
over-the-counter markets. Stock market is alsoedalthe equity market, the market
for trading equities, it is one of the most viteéas of a market economy because it provides
companies with access to capital and allows invedim own companies and participate in

economic growth.

The stock market is made up of the primary and rsday markets. The primary
market is where new issues (IPOs) first are offewdth any subsequent trading going on in
the secondary market. Thus the distinction betwberprimary and secondary market is that
in former, the securities are issued or sold byatginal fund seeker, i.e. the borrower and
bought by the original fund supplier, i.e. the lendvhereas in the latter, the securities are
traded amongst the investors or the speculatorsiantew savings are channelized into the
investment. Both the markets have their own sigaifce in the proper working of any

economy. The primary market mobilizes resources fitee households or other fund-surplus



units and makes available to meet the long-ternitadagequirements of corporate business

and industry in the form of equity/debt capital.

Stock Exchange is a place, whether physical ortreleic, where stocks, bonds,
and/or derivatives in listed companies are bougttsold. A stock exchange may be a private
company, a non-profit, or a publicly-traded compéungme exchanges have shares that trade
on their own floors). Stock exchanges also providefacilities for the issue and redemption
of securities as well as other financial instrursearid capital events including the payment of
income or dividends. A stock exchange provides guleged place where brokers and
companies may meet in order to make investmentseotral ground. Most countries have a
main exchange and many also have smaller, regiogathanges. The trading
of Securities such as stocks and bonds is conductetbck exchanges, which are grouped
under the general term stock markéte stock market is an important institution fapitalist
countries because it encourages investment in catggecurities, providing capital for new

businesses and income for investors.

The stock market is one of the most important sssifor companies to raise money.
Stock market allows businesses to be publicly tladeraise additional capital for expansion
by selling shares of ownership of the company ipublic market. The liquidity that an
exchange provides affords investors the abilitguakly and easily sell securities. This is an
attractive feature of investing in stocks, compawedther less liquid investments such as real
estate. The stock market is often an indicator o€oantry’s economic strength and
development. Rising share prices, for instance] terbe associated with increased business
investment and vice versa. An economy where stoaiket is on rise is considered to be an

up and coming economy.

The movements of prices in a market or a sectiomafket are captured in price
indices called stock market indices. A primary éggilon is to use the index values to
compute total returns and risk for an aggregateketaor some component return as
benchmark to judge the performance of individuatfptios. Such indices are usually market
capitalization weighted, with the weights reflegtitihe contribution of the stock to the index.
The constituents of the index are reviewed freduédatinclude/exclude in order to reflect the
changing business environment. Market capitalipt@pitalisation (often market cap) is a
measurement of the size of a business enterprispgi@tion) equal to share price times the
number of shares outstanding of a public compamymn@nies generally are divided into

large-cap, mid-cap, and small-cap on the basisasket capitalization.



1.2 Indian Stock Market
India’s stock market has a long history, over thgqal, the market has grown manifold.

Perhaps no other market in the Indian economy hiisessed so drastic change in its
operational and regulatory framework as the stoekkat has. Most of the development has
come to it after India’s independence and espgcater 1991, when the country embarked
upon the triplet policy of liberalization, privasition, and globalization. Key progressive
initiatives in recent years include screen basadiriy, dematerialization of share certificates,
rolling settlement, establishment of the Securiied Exchange Board of India and resulted
in manifold growth of stock markets in India. Thedian stock markets have witnessed a

transformation over last decade; it is now placadrg the mature markets of the world.

The two most important exchange houses of Indiankstnarket are Bombay stock
exchange and National stock exchange. Many otlggomal stock exchanges have obtained
the membership of these two exchanges in India.lBgn$tock Exchange is the oldest stock
exchange in Asia what is now popularly known asBi$& was established as "The Native
Share & Stock Brokers' Association™ in 1875. Over past 135 years, BSE has facilitated the
growth of the Indian corporate sector by providingith an efficient capital raising platform.
The oldest stock exchange in Asia (established8ir6)l and the first in the country to be
granted permanent recognition under the Secu@@m#ract Regulation Act, 1956, Bombay
Stock Exchange Limited (BSE) has had an interegis®yto prominence over the past 133
years. Today, BSE is the world's number 1 exchamdiee world in terms of the number of
listed companies (over 4900). It is the world's Btlest active in terms of number of
transactions handled through its electronic tradipgtem. And it is in the top ten of global
exchanges in terms of the market capitalizatioitofisted companies (as of December 31,
2009). BSE is the first exchange in India and teeomd in the world to obtain an 1SO
9001:2000 certification. The BSE Index, SENSEX]ndia's first and most popular Stock
Market benchmark index. Futures and options orirttiex are also traded at BSE. BSE, as a
brand, has been and is synonymous with the capitaket in India. Its SENSEX is the

benchmark equity index that reflects the healttheflndian economy (Anonymous, 2010a).

The National Stock Exchange of India Limited haseges in the report of the High
Powered Study Group on Establishment of New Stockh&nges. It recommended
promotion of a National Stock Exchange by finanamstitutions (FIs) to provide access to
investors from all across the country on an equoatimg. Based on the recommendations,
NSE was promoted by leading Financial Institutiahghe behest of the Government of India
and was incorporated in November 1992 as a taxagagiompany unlike other stock

exchanges in the country. On its recognition astagksexchange under the Securities



Contracts (Regulation) Act, 1956 in April 1993, NS#&mmenced operations in the
Wholesale Debt Market (WDM) segment in June 1994e Tapital Market (Equities)
segment commenced operations in November 1994 pedhtions in Derivatives segment

commenced in June 2000 (Anonymous, 2010b).

1.3 Financial Investments

Financial investment is the commitment of fundifinancial instruments, such as
securities, bonds, real estate and currencies.tdre “investment” is closely related to the
disciplines of finance and economics and essentigdfers to “savings” or “deferred
consumption,” which involves purchasing an assehaking a deposit in a bank in the hope
of future returns. The term “investment” is useffedently in economics and finance. By the
term investment, an economist refers to real imaest, such as in a machine or a house. On
the other hand, a finance professional would refex financial asset as an investment. Such
financial assets could be money that is deposites bank or invested in the money market.
Financial investments are of several types, indgdiquities, debt instruments, derivatives,
currencies and real estate. These financial aasetacquired with the expectation of future
cash flows and may increase or decrease in valsidtireg in capital gains or losses to

investors (Anonymous, 2010c).

1.4 Investing Strategies

For becoming an effective investor there is alwaged for a plan that can guide the
choice of investments, the way of allocation indiferent assets, duration for which the
investment is made and time of selling the investsieThis is called an investment strategy.
A well-planned investment strategy is prerequiitemaking any investment decisions. An
investment strategy is generally based upon long pariod and hence formulation of
investment strategy largely depends upon factarh as long-term goals of the investor and
risks that have bearing on the investment. Investrsgategy deals with the overall, long-
term guidelines that you set up and implement iatsampt to ensure success in meeting your

financial goals.

Most strategies used to invest in stock market ifigib three general categories:

fundamental analysis, technical analysis, or bud/tzoid the market.

1.5 Fundamental Analysis and Technical Analysis

The biggest part of fundamental analysis involvesdvidg into the financial
statements. Also known as quantitative analysis, ittvolves looking at revenue, expenses,
assets, liabilities and all the other financialextp of a company. Fundamental analysts look

at this information to gain insight on a companfyifure performance. A major part of



fundamental analysis involves details about theura@ sheet, income statement, and cash
flow statement and how they all fit together. Bugre is more than just number crunching
when it comes to analyzing a company. This is whgralitative analysis comes in - the

breakdown of all the intangible, difficult-to-measwaspects of a company.

Fundamental analysis is a technique that attengptdetermine a security’s value by
focusing on underlying factors that affect a conymactual business and its future
prospects. On a broader scope, one can performarfogatal analysis on industries or
the economy as a whole. The term simply referdecanalysis of the economic well-being of
a financial entity as opposed to only its price sments. Fundamental analysis serves to
answer questions, such as: Is the company’s revgruweng? Is it actually making a profit?
Is it in a strong-enough position to beat out tsnpetitors in the future? Is it able to repay
its debts? Is management trying to "cook the bdbKgie fundamental analysis is a toolbox
to help to get answers of these questions. The fiandamental analysis is used most often in
the context of stocks, but one can perform funddatemalysis on any security, from a bond
to a derivative. As long as one look at the ecordomdamentals, one is doing fundamental

analysis.

The fundamental analysis approach is primarily eomed with value; it examines
factors that determine a company's expected futaraings and dividends as well as the
continued dependability of those earnings and divit$. It also attempts to put a value on
the stock accordingly. Therefore, an investor whestthis approach seeks out stocks that are
a good value; in other words, stocks that are grioe relative to their perceived value. The
assumption is that the stock market will later gripe the value of the stock and its price
will consequently increase (Anonymous, 2010d). Rumental analysis involves examining
the economic, financial and other qualitative andrgitative factors related to a security in
order to determine its intrinsic value. While tyglg this method is used to evaluate the value
of a company’s stock, its use can be extended rigrkind of security, such as bonds or
currency. Fundamental analysis, which is also kn@gnquantitative analysis, involves
searching deeply into a company'’s financial stat@mésuch as profit and loss account and
balance sheet) in order to study various finantidicators (such as revenues, earnings,
liabilities, expenses and assets). Such analysisually carried out by analysts, brokers and

sawvy investors.

Two Approaches are used by the investors whileyayrout fundamental analysis.
These are Top-down approach and Bottom-up apprdachop-down approach, an analyst
investigates both international and national ecanandicators, such as GDP growth rates,

energy prices, inflation and interest rates. Thardefor the best security then trickles down
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to the analysis of total sales, price levels angiffm competition in a sector in order to
identify the best business in the sector. In Bottgmapproach, an analyst starts the search

with specific businesses, irrespective of theiustdy/region (Anonymous, 2010e).

The end goal of performing fundamental analysisdsproduce a value that an
investor can compare with the security's curreitepmwith the aim of figuring out what sort
of position to take with that security (underpriced buy, overpriced = sell or short)
(Anonymous, 2010f).

Technical analysis is a method of evaluating séearby analyzing statistics generated
by market activity, such as past prices and voluirexhnical analysts do not attempt to
measure a security's intrinsic value, but instesglaharts and other tools to identify patterns
that can suggest future activity (Anonymous, 2010gkchnical analysis is the study of price,
volume and open interest, primarily through the akeharts to determine probable future
prices. So it is the process of analyzing a segsrhtistorical prices and it is study of the
action of the market deals. Technical analysisrisag to identify a trend reversal at a
relatively early stage and a ride on that trendl tim¢ weight of the evidence proves that the
trend has reversed. So technical analysis takesaetount all hopes, fears and knowledge,
including reasonable expectation, discounted oorjmurated in the current price and it

consider studying the price is all that is necgsg&nonymous, 2010h)

Technical analysis deals in probabilities; it is @ and also a science. Technical
analysis used various scientifically derived inttica (leading or lagging indicators) to
identify a trend reversal at an early stage. Tazdirdnalysis base on the assumption that the
emotions of market participants does not changesitors will react in a similar way they did
in the past which result in the prices movementliaedy to be the same as well. Basically
Technical Analysis is the study of Stock Market 8abr, Stock Market and Business Cycle
primary through the use of stocks charts to forogguture prices movement. The evidence
in this case is represented by the numerous siafiyi derived indicatorsThe technical
approach to investment is essentially a refleatiotihe idea that prices move in trends that are
determined by the changing attitudes of investovgatd a variety of economic, monetary,
political, and psychology. Technical indicators eategorized into leading indicators, lagging
indicators, Trend Indicators, Volume Indicators, mentum Indicators and Volatility

Indicators (Anonymous, 2010i).

Technical analysis is a non-traditional way of ckstocks to buy and sell. It is based
off of human emotions and patterns in those emstidntechnical trader realizes that stocks

do not move up and down because a company is makifgsing money. A stock goes up



and down based off of supply and demand. If thezenzore buyers than sellers a stock will
normally go up until it reaches a point where sslistart to come in. If a stock has more
sellers than buyers it can push the stock down titistock gets to a low enough point and
buyers start to come back in. Technical analy#s tio play off of this. They notice human
emotions create patterns and trends that occur anerover again. So playing off of these
trends and patterns rather than looking at a cogpdmancials can be a smart way to

approach the markéAnonymous, 2010j).

1.6 Momentum Investing

Momentum investing is an investment strategy tirasdo capitalize on existing trends
in the market. The momentum investor believes ldu@te increases in the price of security
will be followed by additional gains and vice verBa declining values.  Momentum
investing is a system of buying stocks or otheusges that have had high returns over the
past three to twelve months, and selling thoseltae¢ had poor returns over the same period.
Momentum investors don’t worry about asset allacator diversification because their
strategy doesn't allow them to; the goal is alwhgsn the most popular and fastest growing
investments. They manage risk by moving quickly ofiindustries and assets that start
showing the sign of deteriorating performance. FEatipipate in momentum investing, a
trader takes a long position in an asset, whichghasvn an upward trend in price, or short
sell a security that has been in a downtrend. & been reported that this strategy yields
average yields of 1% per month for the followingeth to twelve months after the trade
(Jegadeesh and Titman, 1993). While no consensists exbout validity of this claim,
economists have trouble reconciling this phenomarging the efficient-market hypothesis.
Two main hypotheses have been submitted to explaneffect in terms of an efficient
market. In the first, it is assumed that momentowestors bear significant risk for assuming
this strategy, and thus the high returns are cosgi@m for the risk. The second theory
assumes that momentum investors are exploitingvi@iral shortcomings in other investors,

such as investor herding, investor over and uretion and confirmation bias.

Buying recent winners and short prior losers guaemtime-varying factor exposure
in accordance with the performance of common ra&tdrs during the ranking period.
Momentum strategies which base winner or loseustah stock-specific return components
were more profitable than those based on totakmstuNeither industry effects nor cross-
sectional differences in expected returns are timagpy cause of momentum phenomena
(Grundy and Martin, 2001). Nearness to 52-week kligiminated and was better predictor of

future returns than past returns (for both indiaidand industry). The long term reversals did



not occur when past performance was measured a&nhbrily term reversals and short-term

momentum were not part of the same phenomena (€amd Hwang, 2004).

One of the common modes of momentum investing lipviing 52-week high/low
investing. Explaining 52-week high and low momentaresting, George and Hwang (2004)
noted that traders used the 52-week high as aereferpoint against which they evaluated the
potential impact of news. When good news pushetek's price near or to new 52-week
high, traders were reluctant to bid the price ef $kock higher even if information warranted
it. The information eventually prevailed and thegs moved up and resulted in continuation.
Similarly, when bad news pushed a stock’s pricdrfan 52-week high traders were initially
unwilling to trade the stock at prices that werel@as as the information implied. The

information eventually prevailed and the prices fel

52-week high/low means the highest and lowest @ioghich a stock has traded in the
past 12 months, or 52 weeks. Long position meanyinguwof a security such as a stock,
commodity, or currency, with the expectation tlnat &sset will rise in value. Similarly short
position means the sale of a borrowed security,ncodity, or currency with the expectation
that the asset will fall in value. Although verywfestudies have been conducted in India
regarding various aspects of momentum investinghsere is need to understand and study
the effect of 52-week high and 52-week low momentinvesting strategies on the

performance of investment portfolio.
In view of the same the objectives of the study are
1. To study and analyze the performance of momentwesiing in 52week high stocks.

2. To study and analyze the performance of momentwesiing in 52-week low stocks.



Chapter Il

REVIEW OF LITERATURE

A brief review of literature is of immense import@nwith respect to any research. It
is essential for understanding the scope and speaif subject development. Following are

the relevant literature regarding the proposedystud

Jegadeesh and Titman (1993) demonstrated thaboviewvestment period of three to
twelve months past “winners”, on an average, cometihto perform better and past “losers”

continued to perform worse, but such a phenomeaorained in existence for 2 years.

Grinblatt et al (1995) studied the extent to which mutual fundscpased stocks
based on their past returns as well as their tesydém exhibit “herding” behavior. The
evidence indicated that mutual funds had tendeadyuy stocks based on their past returns.
During the period of study the tendency to buy pésnhers as well as to herd was shown to
be highly correlated with fund performance over period of study. On an average the funds
following momentum strategies realized significaxcess performance while contrarian
funds realized virtually no performance. Relativelgak evidence was found that funds

tended to buy and sell the same stocks at the samae

Chanet al (1996) conducted this study with the objectiverating the sources of the
predictability of future stock returns based ontpasurns. So they examined whether the
predictability of future returns from past retunwas due to the market's underreaction to
information, in particular to past earnings newastPeturn and past earnings surprised as
each predicted large drifts in future returns aftentrolling for the other. Market risk, size,
and book-to-market effects did not explained thdtsdr There was little evidence of
subsequent reversals in the returns of stocks Widiin price and earnings momentum.
Security analysts’ earnings forecasts also respbsligygishly to past news, especially in the
case of stocks with the worst past performance.rébelts suggested a market that responded

only gradually to new information.

Wermers (1997) examined that continuous use of mumeinvestment strategies by
mutual funds had implications for the persistenéeswrvivorship bias controversies and
concluded that best performing funds during ther yeere the best performers during the
following year, with exception of a few years. lasvalso found that active use of momentum
strategies was the reason of performance persestand no persistence was there after

controlling 1-year momentum effect in stock returns



Rouwenhorst (1998) attempted to address the conftbet return reversal and
continuation were only two of many patterns thapeital researchers had uncovered using
substantially same database of U.S. stocks) byystadeturn patterns in an international
context. This study primarily focused on internatibreturn continuation within markets and
across markets at the individual stock level usirgample of 2190 stocks from 12 European
countries in the period of 1978-1995 and becausleeoliength of the of the sample period, the
study concentrated only on patterns in medium-teetarns. International equity markets
exhibited medium-term return continuation. The mi@ding of the study was that between
1980 and 1995 an internationally diversified pditfoof past medium-term Winners
outperformed a portfolio of medium-term Losers @afiterrecting for risk by more than 1
percent per month. Return continuation was preiseall twelve sample countries and lasted
on average for about one year. Return continuatias negatively related to firm size, but
was not limited to small firms. The internationabmmentum returns were correlated with
those of the United States which suggested thadsexp to a common factor may drive the

profitability of momentum strategies.

Berk et al (1999) conducted a study and developed a modetidszribed investment
decision making by individual firms. The valuatiohthe cash flows that resulted from these
decisions, along with the firm’s option to growthe future, led to dynamics for conditional
expected returns. This dynamic model of expectégrne helped explaining a number of
important features of the cross-sectional and tsmees behaviour of stock return, and the
biases that might be induced by a model that ightinese dynamics. As a consequence of
optimal investment choices, a firm's assets anevitjr@ptions change in predictable ways.
Using dynamic model, this study explained that thiparted predictability to changes in a
firm's systematic risk, and its expected returnmBations showed that the model
simultaneously reproduces: (i) the time-seriestimiabetween the book-to-market ratio and
asset returns; (ii) the cross-sectional relatiobwben book-to-market, market value, and
return; (iii) contrarian effects at short horizofig) momentum effects at longer horizons; and

(v) the inverse relation between interest ratesthadnarket risk premium.

Lui et al (1999) tested for the presence of momentum praifitthe UK over the
period of 1977 to 1998. The analysis presented s$igificant momentum profits were
present in both comprehensive sample of UK stoeid @ accounting sub sample. The
robustness of the result was confirmed by an aizabfssub period results, seasonal effects
and the persistence of momentum profits. It wags faland that controlling for factors known
to be associated with differences in average refisuch as size, stock price, book-to-market

ratio, and cash earnings-to-price ratio, cannotaéxpnomentum profits. So they concluded
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that the momentum effect derived from market uredetion to either industry- or firm-

specific information and it had a significant, ipgeadent phenomenon in UK stock returns.

Moskowitz and Grinblatt (1999) conducted this stashgd documented a strong and
prevalent momentum effect in industry componentsstotk returns which accounted for
much of the individual stock momentum anomaly. Tdiigdy largely focused on the positive
persistence in stock returns (or momentum effeaty intermediate investments horizons (6
to 12 months) and explored various explanationstfoexistence. In this study specifically,
momentum investment strategies, which bought pashimg stocks and sold past losing
stocks, were significantly less profitable once wentrol for industry momentum. By
contrast, industry momentum investment strategidsch bought stocks from past winning
industries and sold stocks from past losing indesstrappeared highly profitable, even after
controlling for size, book-to-market equity, indival stock momentum, the cross-sectional

dispersion in mean returns, and potential micrastne influences

Grundy and Martin (2001) conducted a study in whilcly investigated both the
risks and the possible sources of the reward thoat-term momentum strategy which was
long prior winners and short prior losers. Buyirgcent winners and short prior losers
guarantees time-varying factor exposure in accaelavith the performance of common risk
factors during the ranking period. Momentum strigtegvhich base winner or loser status on
stock-specific return components were more prdtaian those based on total returns. So it
was found that neither industry effects nor crassgienal differences in expected returns are

the primary cause of momentum phenomena.

Griffin et al (2003) comprehensively investigated the linkagetwben
macroeconomic risk and momentum using several tgoba and a large international data
set covering 40 countries. New evidence on dissipaif momentum profits was provided by
them. It was found that neither an unconditionadeidased on the Chen, Roll, and Ross
(1986) factors nor a conditional forecasting mdaksed on lagged instruments provided any
evidence that macroeconomic risk variables canagxphomentum. In addition it was found
that, momentum profits around the world were ecdnalty large and statistically reliable in
both good and bad economic states. Further, thesgemtum profits reverse over 1-to 5-year

horizons, an action inconsistent with existing Hiislsed explanations of momentum.

Bange and Miller (2004) studied the existence ofmaontum trading strategies in a
global domain by using strategic and tactical as#lecation recommendations and found

strong evidence that the investment houses adjubtsd strategic allocation across equity
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and cash and tactical allocations across countegisp equity weights because of relative

return rankings across countries.

Bird et al (2004) studied index (passive) investing and mdomaninvesting and
found that there was a significant departure frdfitient pricing. According to the study
both index and momentum investors together weggelar number in investor universe and

both had caused price inefficiency.

Cooperet al (2004) tested overreaction theories of short-r@mentum and long-run
reversal in the cross section of stock returns. Elaionm profits depend on the state of the
market, as predicted. It was found that momentusfitsrwere increased as the lagged market
return increases. However, at high levels of laggedket returns, the profits diminished but
were not eliminated. Authors also found significdog-run reversal in the down states
although there was no initial momentum. This firgdindicated that long-run reversal was not
solely due to the corrections of prior momentunonkrl929 to 1995, the mean monthly
momentum profit following positive market returns 0.93%, whereas the mean profit
following negative market returns is —0.37%. Thenugrket momentum reversed in the long-
run. The results were robust to the conditioninfprimation in macroeconomic factors.
Moreover, it was found that macroeconomic factoerevunable to explain momentum

profits.

George and Hwang (2004) compared momentum investsirategies and concluded
that nearness to 52-week high dominated and wasrledictor of future returns than past
returns (for both individual and industry). It walso concluded that long term reversals did
not occur when past performance was measured a&nhbrily term reversals and short-term

momentum were not part of the same phenomena.

Korajczyk and Sadka (2004) tested whether momestuasitegies remained profitable
after considering market frictions induced by tragdilntraday data were used to estimate
alternative measures of proportional and non-propaal (price impact) trading costs. The
price impact models implied that abnormal returasportfolio strategies declined with
portfolio size. Authors calculated break-even fgsimes that lead to zero abnormal returns. In
addition to equal- and value-weighted momentumtesgias, authors derived a liquidity-
weighted strategy designed to reduce the costades. Equal-weighted strategies performed
the best before trading costs and the worst afelirtg costs. Liquidity-weighted and hybrid
liquidity/value-weighted strategies had the lardastak-even fund sizes: $5 billion or more
(relative to December 1999 market capitalizatiorgynibe invested in these momentum

strategies before the apparent profit opportunitasshed.
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Doukas and Mcknight (2005) tested two behaviourabties to explain momentum
in stock returns and concluded that momentum weagdhult of gradual diffusion of private
information and systematic errors were found innigr expectations as investors
undervalued the statistical weight of new informativhich showed investors psychological

conservatism.

Griffin et al (2005) investigated issues relating to both pricg @arning momentum
and concluded that momentum was more beneficialpmofitable on the long side than on
short side; using both price and earnings momerntogether produces larger economic
profits. It was also concluded that momentum styiaie benefited more from diversification
than market index strategies and momentum strategeye volatile i.e. momentum was

worth serious consideration for active portfoliomagers.

Bensonet al (2007) examined the activasset allocation decisions of Australian
multisector fund managers to determine whetherv@dtind managers engage in momentum
strategies. An evidence was found which suppottedekistence. This evidence existed in the
Australian equities, Australian Fixed Interest duisted Property asset classes. Interestingly,
balanced funds adopted contrarian strategies irntieenational Equities asset class. It was
also examined in this study that whether there argsassociation between a fund's market
timing skill and the execution of momentum stragsgi The results showed that fund

managers with no market timing skill are momentarestors.

Dittmar et al (2007) developed a new approach to test whethenentum was
indeed an anomaly in that it reflected delayedtieas, or continued overreactions, to firm
specific news. The methodology did not depend spexific model of expected returns and,
more importantly, did not require a decompositidnnmmentum profits. Yet the authors
provided distinct testable predictions that cardiseriminated between the two diametrically
opposed causes for the profitability of momenturatsgies: time-series continuation in the
firm-specific component of returns, and cross-seeti differences in expected returns and
systematic risks of individual securities. The fessgshowed that, contrary to the common
belief in the profession, momentum was not an atygnauthors found no evidence of
continuation in the idiosyncratic component of indual-security returns. More specifically,
there was no evidence that under- (or continued-pueaction to firm-specific news was the
cause for the remarkable and continued successoofiemium strategies at intermediate
horizons. On the contrary, momentum appeared # fierfectly understandable phenomenon
in a world in which different securities had difat expected returns and risks. The results
were reassuring because if momentum were to apistyor predominantly from irrational

serial covariance in the firm-specific componerftseturns, it would not only violate market
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efficiency in its weakest form but also bring intuestion the reasonable belief that
individuals were risk-averse and therefore demanaedather large?) risk premium The
evidence was instead consistent with momentum bdign entirely by cross-sectional

differences in expected returns and risks of imtligi securities.

Sagi and Seaholes (2007) had studied the firmsetkiaibited momentum and the
firms that did not. In it the authors were conceradout two questions: (i) Do-firm specific
attributes (revenues, costs, and real options)ctaiflethe ability of past returns to predict
future expected returns?; and (i) How can firmesfie attributes be used to create
“enhanced momentum strategies”? It was found thdirm's revenues, costs, and growth
options combined to determine the dynamics ofetarn autocorrelation. Authors used these
insights to implement momentum strategies (buyingners and selling losers) with both
numerically simulated returns and CRSP/Compusttd. da both sets of data, momentum
strategies that used firms with high revenue growatfatility, low costs, or valuable growth

options outperformed traditional momentum strategie approximately 5% per year.

Sefton and Scowcroft (2007) conducted this studyabse the extensive literature on
price momentum effects was a potential source affusion for portfolio managers as
conflicting explanations gave rise to different liogtions for portfolio strategy. Was
momentum a stock level phenomenon or was it subduimeéndustry or style effects? What
were the performance implications of imposing secto style neutrality? How did price
momentum impact estimates of tracking errors or@heatios? In a value weighted large cap
universe, such as the Global MSCI, it was found fiv&ce return momentum was driven
largely by industry momentum; it did not appear e explained by individual stock
momentum. Further, this return continuation was aotesult of either cross sectional
dispersion in industry mean returns, or by varyimgustry exposure to systematic risk. In
small cap universes stock specific effects assugredter importance. Over both of the
sample periods, 1992-01 to 2003-03 and 1980-010@8-P3, value investors would have
reduced risk by imposing sector neutrality whilsbwgth managers could have profited from
both a growth strategy and a momentum strategyelaxing sector constraints; though the
effects were stronger over the more recent pagirdatice, any group of companies sharing a
common characteristic has the potential to exhgoice momentum effects. Such a
characteristic could be as simple as industry anty or more generally any characteristic
that investors expect to impact performance. Cdimgothe risk in any portfolio therefore

required monitoring style exposure.

Chenet al (2008) conducted a study and found that the mamergrofits were

realized through price adjustments reflecting cistv news. In particular, there was a
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consistent cross-sectional trend, from short-termmentum to long-term reversal, that
happened to earnings shocks, to analyst revisiorfatare cash flows at all horizons, and to
prices. The evidence suggested that investorsvieetteat the earnings shocks provided new
information on future cash flows, which was thenoirporated into cash flow forecasts and
prices. Accordingly, the realized momentum praofis be completely explained by the cross-
sectional variation of earnings shocks or cash floews. Importantly, these cash flow
variables dominated the lagged returns in explginthe realized momentum profits.
Therefore, the realized momentum profits represesateprises that had little to do with the
ex ante expected momentum profits. In fact, theeetgd momentum profits were

significantly negative.

Liu and Zhang (2008) studied that recent winnerd teanporarily higher loadings
than recent losers on the growth rate of induspraldduction. The loading spread derived
mostly from the positive loadings of winners. Thewth rate of industrial production was a
priced risk factor in standard asset pricing tdstsnany specifications, this macroeconomic
risk factor explained more than half of momentumfits. Authors concluded that risk played

an important role in driving momentum profits.

Asnesset al (2009) on the basis that value and momentum uloigsly generated
abnormal returns for individual stocks within selaountries, across country equity indices,
government bonds, currencies, and commodities,umad a study. Authors studied jointly
the global returns to value and momentum and egglogir common factor structure. It was
found that value (momentum) in one asset class pasitively correlated with value
(momentum) in other asset classes, and value anmdentom were negatively correlated
within and across asset classes. Liquidity risk pastively related to value and negatively to
momentum, and its importance increased over timgiqolarly following the liquidity crisis
of 1998. These patterns emerged from the powerxaimaing value and momentum
everywhere simultaneously and were not easily ¢tz when examining each asset class in

isolation.

Kido (2009) studied that finance researchers éstdblished a strict timeline in the
relationship between previous returns and fututerms. Over a short-term period-generally
defined as shorter than three months-there exiatedversal effect by which stocks that
exhibited positive (negative) returns in the pagiezienced negative (positive) returns in the
near future. Over an intermediate-term period-gahedefined as between three and twelve
months-there existed a momentum effect wherebyksttitat exhibited positive (negative)
returns in the past will experience positive (niagatreturns in the future. This paper

provided two contributions to the literature on thementum effect. First, it demonstrated
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that centering the measurement dates of prior met@round company-specific earnings
announcement dates caused a short-term momentest either than a reversal. Second, it
showed that the short-term momentum effect crebtethe centering process retained its

explanatory power even in the face of post-earnamgguncement drift.

Liu et al (2009) studied 52-week high momentum strategynternational stock
markets and concluded that 52-week high momentusfitprwere robust in major stock
markets and the long run reversals did not occuth®i profits were not significant in most
market once the transactions costs were considéitesl.study also depicted that 52-week
high as a price level was better predictor of fetxgturns than macroeconomic risk factors or

the acquisition price. It was also suggested traakets were not semi-strong efficient.

Au and Shapiro (2010) in this article discussedribk and return relationships of
value and momentum, which they believed had shiféépha and risk factor volatility had
reached extremes. They found that market risk, eta,bcorrelations for both factors had
reversed and resulted in changed and magnificabbrreturn relationships. Decomposing
these interactions allowed authors to better utaledsthe underlying risks of portfolios

constructed using value or momentum signals irr tlpha or risk models.

Chui et al (2010) examined that how cultural differencesueficed the returns of
momentum strategies. Cross-country cultural diffees were measured with an
individualism index, which was related to overcdefice and self-attribution bias. The
evidence in this paper indicated that culture camehan important effect on stock return
patterns, which was consistent with the idea thaestors in different cultures interpret
information in different ways and were subject tiffedent biases. It was found that
individualism was positively associated with traglvolume and volatility, as well as to the
magnitude of momentum profits. Momentum profits evefso positively related to analyst
forecasted dispersion, transaction costs, andammdiérity of the market to foreigners, and
negatively related to firm size and volatility. Hever, the addition of these and other

variables did not dampen the relation between iddalism and momentum profits.

There was a conflict between views of many reseascabout momentum investing.
Most of the researches showed that momentum imgestiisted and was effective especially
on long side than on short side. Kido (2009) showweat in short time (i.e. less than 3
months) reversal effect existed and over interntedgeriod (i.e. 3-12 months) exhibited
momentum effects. Two studies found that 52-weeadh hivas better predictor of future
returns than other factors. Thus, the literatumyioied evidence for existence of momentum

investing.
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Chapter Il

RESEARCH METHODOLOGY

The present chapter is focused on the methodolegy to achieve the objectives of
the study as given in Chapter 1. It is imperatiwedécide upon and document a research
methodology well in advance to carry out the redean a most systemic and effective way.

This chapter consists of the following sections:

3.1 Conceptual Framework of the study
3.2 Population and sample

3.3 Collection of data

3.4 Analysis of data

3.5 Limitations of study

These sections are discussed as follows:

3.1 Conceptual Framework of the study

The main theme of the present investigation hasnbeonceptualized within a
framework to avoid a disorder or an ambiguity ie firocess of conducting the study. The
present study is based on the objectives to stuadyaaalyze the performance of momentum
investing in 52-week high stocks and 52-week lowclks. Momentum investing is an
investment strategy that aims to capitalize ontiejstrends in the market. The momentum
investor believes that large increases in pricsealrity will be followed by additional gains

and vice versa for declining values. The whole wigdased on secondary data.

3.2 Population and sample

The population for the study is all stocks in Indigapital market. For meeting the
objectives of the study, stocks were selected fuonaerse of stocks listed on National Stock
Exchange (NSE). A list of 52-week high and 52-wémk stocks was prepared repeatedly
from “The Economic Times”. Such a list was prepafed5 years i.e. from 2006 to 2010.
From ' January of every year whenever any stock toudses-week high or 52-week low
for the first time, it was selected for the studythe number reached 25 in both the sets.
Therefore for every year, 50 stocks were studietithns the total sample was of 250 stocks.
Long portfolio was created for 52-week high stoeksl short portfolio was created for 52-
week low stocks. Every year portfolio of equal waluas constructed using selected stocks.
As soon as stock was selected for inclusion irptivgfolio, it was treated as investment. The

performance of each portfolio was analyzed afted®gs, 90 days and 180 days from the date



of selection of last stock in each set. The dateetéction of last stock has been considered as
period 0 and the date after 30 days, 90 days a@dlags were referred as period 1 (i.e. short
period), period 2 (i.e. intermediate period) andqek3 (i.e. long period) respectively.

3.3 Collection of data

For the purpose of the study, stock prices werdecid from the website
(www.nseindia.com). Data consisted of closing [icé selected stocks for the period 1,
period 2 and period 3 respectively. Opening prafetese stocks for the day next to period O
were taken. Prices were adjusted to stock spemienits or corporate actions like right issue,
split bonus etc. Both the raw performance and ivegierformance with S&P CNX NIFTY,
CNX NIFTY JUNIOR and S&P CNX 500 were studied. Rbe purpose of analysis even
closing values of S&P CNX NIFTY, CNX NIFTY JUNIORd S&P CNX 500 for period 0,
period 1, period 2 and period 3 respectively wéraioed.

3.4 Analysis of data
Performances of 52-week high and 52-week low steade analyzed in following

manner. All the calculations were performed in M8et version 2003.

To calculate the return from each stock in diffénagriods (i.e. for period 1, period 2

and period 3) the following formula was applied:
Rn= [(Pc-Po)/ Po].100
Where R= Return for i period
P. = Adjusted closing price of the stock fd? period
(Here n = 30 days, 90 days and 180 days)
Po = Adjusted opening price of the stock on the next df period 0

Similarly returns of S&P CNX NIFTY, CNX NIFTY JUNIR and S&P CNX 500

were calculated in following manner:

RNIFTY = [(PCNIFTYn'PCNIFTYO)/ IDCNIFTYO]-:LOO
Where Rervn = Return of S&P CNX NIFTY for‘ﬁperiod
(Here n = 30 days, 90 days and 180 days)

Pcnieryn = Closing price of S&P CNX NIFTY fort?lperiod
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(Here n = 30 days, 90 days and 180 days)

Pcnieryo = Closing price of S&P CNX NIFTY for period 0

I:'zNIFTY.]R: [(PCNIFTYJRn'PCNIFTYJRCD/ F)CNIFTYJR(J-:I-OO

Where Rervarn = Return of CNX NIFTY JUNIOR for‘hperiod
(Here n = 30 days, 90 days and 180 days)
Penieryarn= Closing price of CNX NIFTY JUNIOR for”hperiod

Pcnieryaro= Closing price of CNX NIFTY JUNIOR for period 0

RCNXSOO = [(PCCNXSOOn' PCCNXSOO()/ PCCNXSOO(] .100

Where Rixsoon= Return of S&P CNX fortﬁperiod
(Here n = 30 days, 90 days and 180 days)
Pcenxsoon= Closing price of S&P CNX 500 for‘“r'period
Pcenxsooo= Closing price of S&P CNX 500 for period O

After collection of data, tables were constructed aecondary data were analyzed

using the following statistical tools:
* Mean
» Standard deviation
* One sample t-test

3.4.1 Mean:
The arithmetic mean (or simply the mean) returrthis sum ofthe entire return

distribution divided by the number of return iteimghe list. Its formula is:-

n

25)
I=—) x;
n

i=1
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Where, n = number of observations in sample
¥ Individual return

X = Mean return

3.4.2 Standard Deviation:

Standard deviation is a measure of the variallitgispersion of a population, a data
set, or a probability distribution. A low standatdviation indicates that the data points tend
to be very close to the same value (the mean)gwingh standard deviation indicates that the
data are spread out over a large range of valuess@mple standard deviation measures the

variability of data in a sample. The formula foaustiard deviation used in the study is:

| l ZI 2
5= | WA — XJT
YA )
\ o

Where, s = sample standard deviation of return
n = Number of observations in sample
¥= Individual return

~ X = Mean return

3.4.3 t-test:

One sample t-test is a statistical procedure usedxamine the mean difference
between the sample and the known value of the ptipalmean. A random sample from the
population is drawn and then sample mean is cordpai¢h the population mean and
statistical decision is made as to whether or het gample mean is different from the
population. t test uses assumptions namely: nodmsaiibution, dependent variable, random

sample and independent cases.

Where, t = one sample t-test value
K = Population return
S = Standard deviation of return
“X = Mean return

n = Number of return observationsample
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Analysis was done first using population returize®, thereafter actual returns of

Indices were compared with stock returns.

3.5 Limitations of Study
The study is subject to certain constraints andtadimons. These are listed below so that

the findings of the study could be understoodghtrperspective and direction:

1. The study was based on secondary data. Thus, thdtsrencorporate all the

limitations inherent with secondary data.

2. The study was conducted for a period of time ferpkriod of 5years. To gain better

understanding longer period may give a better pactu

3. Only NSE stocks were tested.
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Chapter IV

RESULTS AND DISCUSSION

This chapter contains analysis and discussione&thpirical study conducted on the
basis of methodology described in Chapter IIl. Enhalysis of secondary data collected was
done to study and analyze the performance of mameirtvesting in 52-week high stocks

and 52-week low stocks. For this purpose, this @rap divided into 3 sections.
4.1 Raw and relative performance of the portfoliccreated from 52-week high stocks
4.2 Raw and relative performance of the portfoliccreated from 52-week low stocks
4.3 Discussion

These sections are discussed as follows:

4.1 Raw and relative performance of the portfoliccreated from 52-week high stocks

In section 4.1.1 average returns of the 52-week ktgcks were compared from zero
for period 1 (30 days), period 2 (90 days) andpfeniod 3 (180 days). In section 4.1.2 average
returns of the 52-week high stocks were comparegdaod 1 (30 days), period 2 (90 days)
and for period 3 (180 days) with the returns of S&RX NIFTY, CNX NIFTY JUNIOR and
S&P CNX 500 respectively.

4.1.1 Raw performance of the portfolio created frm 52-week high stocks

For studying the raw performance of the portfalieated from NSE closing prices of
these stocks were taken for period 1, period 2pmribd 3. Similarly opening prices of next
day to period 0 were taken. So using these pritisns were calculated after period 1, period

2 and period 3 respectively.

Table 4.1 shows the returns after period 1, pe2iashd period 3 of individual stocks
and average returns, standard deviation and sstatifor the portfolio created from 52-week
high stocks for the year 2006. The highest retarrperiod 1lof 27.70% was of Goldiam
International Limited. Kalaptaru Power Transmissiomited gave return of 23.03% in
period 1. There were 10 negative returns in theéget. Dabur India Limited gave negative
return of -46.51% in period 1.The highest returmperiod 2 of 115.18% was of Kalaptaru
Power Transmission Limited. There were 6 negag@terns in period 2. The highest return in
period 3 was 43%. During period 3, 16 stocks gasgative returns. Average returns for

period 1, period 2 and period 3 were 4.52%, 17.55% -8.54% respectively. Similarly



standard deviations for these periods were 14.88/a20% and 24.58% respectively. Return
for period 1 was not significantly different frorerp (t = -1.523, P = 0.134). Average stock
return for period 2 was significantly different fnozero (t = -2.417, P = 0.019). Return for
period 3 was not significantly different from zdto= 1.737, P = 0.089).

Table 4.2 shows the returns after period 1, pe2iethd period 3 of individual stocks
and average returns, standard deviation and sstatifor the portfolio created from 52-week
high stocks for the year 2007. The highest returperiod lof 59.09% was of Cybertech
Systems And Software Ltd. CMC Limited gave positre¢urn of 56.65% in period 1. 14
stocks gave negative returns in the period 1. Tigleest return in period 2 of 61.63% was of
CMC Limited. There werel9 stocks that gave negateterns in period 2. Most negative
return was -32.80% of Century Textiles & Industriésited in period 2. The highest return
in period 3 was 111.04% of Educomp Solutions LichitBuring period 3, 12 stocks gave
negative returns. Average returns for period lioge? and period 3 were 5.22%, -7.95% and
23.15% respectively. Similarly standard deviatibmsthese periods were 18.34%, 21.96%
and 47.05% respectively. Return for period 1 wassignificantly different from zero (t = -
1.423, P = 0.161). Similarly average stock retunnderiod 2 was not significantly different
from zero (t = 1.811, P = 0.076). But return foripé 3 differs significantly from zero (t =
-2.460, P = 0.018).

Table 4.3 shows the returns after period 1, pe2i@thd period 3 of individual stocks
and average returns, standard deviation and stitatifor the portfolio created from 52-week
high stocks for the year 2008. In period 1 onlytdck gave positive return i.e. 7.43%.
Highest negative return of -50.35% was given by i8hék Industries Limited. Apollo Tyres
Limited gave negative return of -47.41% in periodAll stocks gave negative returns in the
period 2. The highest negative return in periodf 287.90% was of Action Construction
Equipment Ltd. During period 3 all stocks gave riegareturns. The highest negative return
in period 3 of -90.79% was again of Action Condtiarc Equipment Ltd. Aftek Limited gave
negative return of -65.23% in period 3. Abhishettustries Limited gave negative return of -
64.87% in the same period i.e. period 3. Averagarms for period 1, period 2 and period 3
were -26.13 %, -41.71% and -46.70% respectiv&imilarly standard deviations for these
periods were 14.66%, 17.91% and 19.01% respectiRdiurn for period 1 was significantly
different from zero (t = 8.913, P = 0.000). Simiyaaverage stock returns for period 2 and
period 3 were significantly different from zero i(feeriod 2: t = 11.644, P = 0.000, for period
3:t=12.283, P = 0.000)
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Table 4.1: Performance of 52-Week High Stocks (206

Name of the stocks

Return in %
(30 days later)

Return in %
(90 days later) (180 days later)

Return in %

3i Infotech Limited -7.64 -1.15 -20.29
Asian Electronics Limited -2.49 23.61 -17.10
Asian Paints Limited 4.27 8.34 -2.61
Astrazeneca Pharma India Limited -4.42 11.06 7.23
Balrampur Chini Mills Limited 22.66 61.29 0.04
Bannari Amman Sugars Limited 9.13 25.39 -0.58
Bharat Electronics Limited 9.50 34.86 8.27
Beml Limited 16.76 26.90 -11.26
Bhartiya International Limited 9.85 29.79 18.39
Classic Diamonds (India) Limited 13.08 6.89 21.27
Dabur India Limited -46.51 -41.65 -33.40
The Dhampur Sugar Mills Limited 8.88 30.48 -24.77
DS Kulkarni Developers Limited 24.57 52.41 0.63
Geojit BNP Paribas Financial Services

Lid. -2.36 1.04 -6.17
Gujrat Narmada Valley Fertilizers

Company Limited -7.73 -6.37 -23.91
Goldiam International Limited 27.70 39.09 -1.66
Gruh Finance Limited -1.52 5.90 43.00
Gujrat State Fertilizers & Chemicals Ltd. 4.04 D.0 3.85
Honeywell Automation India Limited 3.74 53.37 -3.90
IFGL Refractories Limited -3.14 -1.87 -31.75
Indraprastha Gas Limited -2.54 3.31 -22.08
Jindal Steel & Power Limited -3.39 23.87 -10.00
Kalaptaru Power Transmission Limited 23.03 115.18 18.45
KCP Sugar and Industries Corporation

Limited 12.96 -84.30 -91.61
Lakshmi Machine Works Limited 4.26 21.30 3.66
Average in % 452 17.55 -8.54
S.Din% 14.84 36.30 24.58

t value -1.523 -2.417 1.737

P value 0.134 0.019 0.089

(t value test the hypothesis of difference of netalifferent from zero)
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Table 4.2: Performance of 52-Week High Stocks @R7)

Name of the stocks Return in %

(30 days later) (90 days later) (180 days later)

Returnin % Returnin %

Aban Offshore Limited -1.08 17.52 86.02
Aditya Birla Nuvo Limited -3.05 -21.20 5.31
Allcargo Global Logistics Limited 5.96 -16.74 -18.5
Batliboi Limited 10.18 -17.43 26.49
Bhushan Steel Limited 9.73 30.48 78.41
Can Fin Homes Limited -2.92 -18.89 -19.38
Carborundum Universal Limited -7.92 -25.77 -8.96
Century Plyboards (India) Limited -7.69 -24.73 541,
Century Textiles & Industries Limited -4.75 -32.80 -9.47
CMC Limited 56.65 61.63 65.97
Cybertech Systems And Software Ltd. 59.09 -4.07 933.
Donear Industries Limited -0.57 -11.19 -8.11
Educomp Solutions Limited -5.29 -6.35 111.04
Ess Dee Aluminium Limited 15.58 -0.39 82.20
Goldstone Technologies Limited 19.99 -14.20 28.13
Grasim Industries Limited -2.08 -27.45 -7.62
Hind Rectifiers Limited -8.90 -30.14 -11.67
India Infoline Limited -4.98 5.16 126.70
Infosys technologies limited -0.16 -15.39 -14.47
IPCA Laboratories limited 8.29 1.33 25.82
Jindal Steel & Power Limited 5.54 -0.97 53.79
JSW Steel Limited 17.90 20.12 52.89
Kale Consultants Limited -12.47 -27.73 -25.94
Kesar Enterprises Limited -17.29 -27.29 -42.12
KPIT Cummins Infosystems Limited 0.91 -12.26 -7.12
Average in % 5.22 -7.95 23.15
S.Din% 18.34 21.96 47.05

t value -1.423 1.811 -2.460
P value 0.161 0.076 0.018

(t value test the hypothesis of difference of netalifferent from zero)
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Table 4.3: Performance of 52-Week High Stocks (20D8

Name of the stocks Returnin %  Returnin % Return in %
(30 days later) (90 days later) (180 days later)
Aarti Industries Limited -20.15 -40.40 -36.10
Abhishek Industries Limited -50.35 -61.36 -64.87
Action Construction Equipment Ltd. -26.54 -87.90 0.7
Adani Enterprises Limited -30.09 -52.19 -51.08
Adhunik Metaliks Limited -34.46 -45.14 -49.36
Allied Digital Services Limited -7.78 -14.17 -12.12
Advanta India Limited -19.68 -25.98 -40.49
Aftek Limited -41.67 -57.29 -65.23
Agro Dutch Industries Limited -38.23 -51.21 -59.52
Aksh Optifibre Limited -16.93 -42.05 -57.92
Allahabad Bank -11.97 -18.03 -15.13
Alkyl Amines Chemicals Limited -36.98 -45.94 -62.59
Alok Industries Limited -25.92 -44.70 -61.74
Apar Industries Limited -15.85 -13.75 -17.14
Apollo Hospitals Enterprise Limited -24.15 -29.76 4481
Apollo Tyres Limited -47.41 -57.76 -61.21
Arvind remedies limited -1.28 -11.79 -14.36
Aro Granite India Limited -32.21 -55.75 -54.45
Asian Granito India Limited -36.10 -53.06 -53.35
Assam Company India Limited -4.64 -23.32 -26.32
Astral Poly Technik Limited -38.70 -53.45 -54.92
Agro Tech Foods Limited -29.15 -45.27 -49.06
Bajaj Electricals Limited -30.68 -40.37 -45.93
Balkrishna Industries Limited 7.43 -26.82 -32.97
Bal Pharma Limited -39.77 -45.04 -46.18
Average in % -26.13 -41.71 -46.70
S.Din% 14.66 17.91 19.01
t value 8.913 11.644 12.283
P value 0.000 0.000 0.000

(t value test the hypothesis of difference of netalifferent from zero)
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Table 4.4 shows the returns after period 1, pe2iathd period 3 of individual stocks
and average returns, standard deviation and stitatifor the portfolio created from 52-week
high stocks for the year 2009. The highest retarpériod 1lof 68.60% was of Pantaloon
Retail (India) Limited. In period 1 Mawana Sugaislied gave positive return of 68.12%.
Hero Honda Motors Limited gave return of 63.92%lie same period. Only 5 stocks gave
negative returns in the period 1. Tata Communiaatibimited gave negative return of -
11.84%. The highest return in period 2 of 83.13%s w& Maruti Suzuki India Limited.
Pantaloon Retail (India) Limited gave return of6{®6 in period 2. Mawana Sugars Limited
gave return of 78.50% in the same period. 7 stgek® negative return in period 2. Reliance
Mutual Fund gave negative return of -22.30% inqukf. The highest return in period 3 was
106.28% of Mawana Sugars Limited. Pantaloon R@tadlia) Limited gave return of 85.45%
in period 3. Maruti Suzuki India Limited gave posgtreturn of 75.19% in the same period. 5
stocks gave negative return in period 3. Averagerme for period 1, period 2 and period 3
were 20.27%, 24% and 24.58% respectively. Similathndard deviations for these periods
were 26.73%, 33.17% and 37.57% respectively. Refarnperiod 1 was significantly
different from zero (t = -3.791, P = 0.001). Retdrom portfolio for period 2 was also
significantly different from zero (t = -3.617, PG=001). Similarly return for period 3 differs
significantly from zero (t = -3.272, P = 0.003).

Table 4.5 shows the returns after period 1, pe2iethd period 3 of individual stocks
and average returns, standard deviation and stitatifor the portfolio created from 52-week
high stocks for the year 2010. The highest retarpériod 1of 105.51% was of AML Steel
Limited. 13 stocks gave negative return in periodMbst negative return in period 1 was -
42.67%. Al Champdany Industries Limited gave negatieturn of -29.13% in the same
period. Bayer Cropscience Limited gave return aR8% in period 2. There were 9 stocks
that gave negative return in period 2. Thinksoflfal Services Limited gave negative return
of -67.03% in period 2. 20 Microns Limited gave atge return of -26.49% in the same
period. The highest return in period 3 was 63.7%clwwas of Bayer Cropscience Limited.
10 stocks gave negative return in period 3. Moggtiee return in period 3 was -69.45% of
Thinksoft Global Services Limited. Average retufos period 1, period 2 and period 3 were
0.89%, 4.82% and 8.06% respectively. Standard tiemmfor these periods were 25.44%,
23.87% and 5.72% respectively. Return for periada$ not significantly different from zero
(t=-0.175, P = 0.862). Return from portfolio fueriod 2 was not significantly different from
zero (t = -1.010, P = 0.318). Similarlyura for period 3 was not significantly different
from zero (t= -1.409, P = 0.165).
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Table 4.4: Performance of 52-Week High Stocks (20p9

Return in %
(90 days later) (180 days later)

Returnin %  Return in %

(30 days later)

Name of the stocks

Hindustan Unilever Limited 1.20 18.07 9.68
Alfa Laval (India) Limited -9.06 -12.92 12.61
Norben Tea & Exports Limted 5.59 -10.49 -9.79
Reliance Mutual Fund 4.66 3.55 13.10
Cambridge Solutions Limited 0.73 -22.30 -2.74
Hero Honda Motors Limited 63.92 82.31 70.39
Benchmark Mutual Fund- Gold

Benchmark 1.77 0.99 10.08
Pantaloon Retail (India) Limited 68.60 72.60 85.45
UTI Mutual Fund- UTI Gold -2.24 -2.05 6.05
GlaxoSmithKline Pharmaceuticals Limited 1.01 14.95 32.46
Kotak Mutual Fund- Gold -2.37 -2.65 5.41
Colgate Palmolive (India) Limited 13.10 41.97 49.67
Quantum Gold Fund -4.33 -5.15 3.04
Alkali Metals Limited 59.83 9.61 -35.58
Mawana Sugars Limited 68.12 78.50 106.28
NTPC Limited 11.47 9.70 4.29
Benchmark Mutual Fund- Shariah

Benchmark 33.75 37.50 37.51
Tata Communications Limited -11.84 -14.99 -39.21
Autolite (India) Limited 22.17 62.39 16.52
Maruti Suzuki India Limited 33.39 83.13 75.19
GlaxoSmithKline Consumer Healthcare

Lt 22.74 52.79 66.37
Hindustan National Glass & Industries

Lt 3.48 6.16 11.69
Pfizer Limited 14.09 11.27 26.62
LIC Housing Finance Limited 35.85 54.28 74.43
Sanwaria Agro Oils Limited 71 30.6 -15.2
Average in % 20.27 24 24.58
S.Din% 26.73 33.17 37.57

t value -3.791 -3.617 -3.272
P value 0.001 0.001 0.03
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Table 4.5: Performance of 52-Week High Stock2010)

Return in %
(30 days later)

Name of the stocks

Return in %
(90 days later) (180 days later)

Returnin %

Al Champdany Industries Limited -29.13 -20.38 -3.75
AML Steel Limited 105.51 31.05 55.43
Cadila healthcare Himited 11.79 19.66 33.00
Carol Info Services Limited -9.06 5.04 18.75
CCL India Limited 2.97 -4.89 -8.30
Cummins India Limited 3.97 26.50 40.06
First Leasing Company of India Limited -2.88 2.79 T2
Hyderabad Industries Limited -2.61 12.22 8.05
Infotech Enterprises Limited -0.90 8.73 -10.95
KCP Limited -8.73 -9.01 -10.76
Kwality Dairy (India) Limited -17.16 -8.52 -17.31
National Fertilizers Limited -0.60 -10.43 -0.47
Ramkrishna Forgings Limited 6.55 25.87 6.68
Thinksoft Global Services Limited -42.67 -67.03 53]
Triveni Engineering & Industries Ltd. 1.29 -10.88 14:75
TTK Healthcare Limited -5.31 31.42 3341
ZEE Entertainment Enterprises Limited 6.20 13.52 714
Zicom Electronic Security Systems Ltd. -5.89 -19.95 -34.18
Bayer Cropscience Limited 14.16 48.26 63.79
Oracle Financial Services Software Ltd. 8.92 1.55 481
Torrent Pharmaceuticals Limited 3.64 21.68 25.48
20 Microns Limited -24.68 -26.49 -5.79
Bank of Baroda 4.84 22.96 32.50
Pfizer Limited 5.55 14.52 30.57
Ahluwalia Contracts (India) Limited -3.60 12.08 84
Average in % 0.89 4.82 8.06
SDin% 25.44 23.87 5.72

t value -0.175 -1.010 -1.409

P value 0.862 0.318 0.165

(t value test the hypothesis of difference of netalifferent from zero)
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4.1.2 Relative performance of the portfolio created from52-week high stocks

For studying the relative performance of portfoith S&P CNX NIFTY (depicted
as Nifty in tables), CNX NIFTY JUNIOR (depicted Rty Jr. in tables) and S&P CNX 500
(depicted as CNX 500 in tables), the returns ofe¢hiaedices for period 1, period 2 and period
3 were calculated.

Table 4.6: Comparison of Returns of 52-Week High $tks with Returns of S&P CNX
NIFTY for Period 1 (30 days)

Year Nifty Return  Average Stock S.Din% t value P Value
in % Returnin %  (stock returns)

2006 4.8 4.52 14.84 -0.094 0.926

2007 3.2 5.22 18.34 0.551 0.587

2008 -16.4 -26.13 14.66 -3.320 0.003

2009 26.5 20.27 26.73 -1.166 0.255

2010 3.8 0.89 25.44 -0.572 0.572

Table 4.6 shows S&P CNX NIFTY returns, averagelsteturns, standard deviation,
t-statistic and P value of the portfolio createairir52-week high stocks for period 1 for the
years 2006, 2007, 2008, 2009 and 2010. In the 2686 the average stock return (M =
4.52%) was less than Nifty return (M = 4.8%) anD S.14.84% but it was not significantly
different from the Nifty return (t = -0.094, P =9@6). In the year 2007 Nifty return (M =
3.2%) was less than average stock return (M = 5)23%andard deviation was 18.34%. The
portfolio return was not significantly differentofim the Nifty return (t = 0.551, P = 0.587). In
the year 2008 both the Nifty and average stockmstwere negative. Standard deviation was
14.66%. Only in this year the average stock retuas significantly different from Nifty
return (t = -3.320, P = 0.003). In the year 2009 2010 Nifty returns were more than
average portfolio returns. In the year 2009 stahdhaviation was 26.73% and in the year
2010 standard deviation was 25.44%. In both thesesythe average portfolio returns were

not significantly different from Nifty returns.

Table 4.7 shows CNX NIFTY JUNIOR returns, averajeck returns, standard
deviation, t-statistic and P value of the portfali@ated from 52-week high stocks for period
1 of the years 2006, 2007, 2008, 2009 and 201thdryear 2006 the average stock return (M
= 4.52%) was almost similar to Nifty Jr. return §vV4.5%) and S.D = 14.84%. The average
stock return was not significantly different frohretNifty Jr. return (t = 0.007, P = 0.995). In
the year 2007 Nifty Jr. return (M = 2.2%) was l&san average stock return (M = 5.22%).
Standard deviation was 18.34%. The average stdgknireras not significantly different from
the Nifty Jr. return (t = 0.824, P = 0.418). In tyear 2008 both the Nifty Jr. return (M = -
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19.8%) and average stock return (M = -26.13%) weggative. Standard deviation was
14.66%. In this year the average stock return igasfieantly different from Nifty Jr. return
(t=-2.160, P = 0.041). In the year 2009 the ayerstock return (M = 20.27%) was less than
Nifty Jr. return (M = 44.2%) and S.D = 26.73% bt faverage stock return was significantly
different from the Nifty Jr. return (t = -4.477,420.000). In the year 2010 Nifty Jr. return (M
= 3.4%) was more than average stock return (M=%)8% this year the average return was
not significantly different from Nifty Jr. returnt € -0.494, P = 0.626).

Table 4.7: Comparison of Returns of 52-Week High 8tks with Returns of CNX NIFTY
JUNIOR for Period 1 (30 days)

Year Nifty Jr. Average Stock S.Din% t value P Value
Return in % Returnin %  (stock returns)

2006 4.5 4.52 14.84 0.007 0.995

2007 2.2 5.22 18.34 0.824 0.418

2008 -19.8 -26.13 14.66 -2.160 0.041

2009 44.2 20.27 26.73 -4.477 0.000

2010 34 0.89 25.44 -0.494 0.626

Table 4.8 shows S&P CNX 50@turns, average stock returns, standard deviation,
statistic and P value of the portfolio created frbBiweek high stocks for period 1 of the
years 2006, 2007, 2008, 2009 and 2010. In the 2686 the average stock return (M =
4.52%) was more than CNX 500 return (M = 3.9%) &b = 14.84% but it was not
significantly different from the CNX 500 return%t0.209, P = 0.836). In the year 2007
Table 4.8: Comparison of Returns of 52-Week High 8tks with Returns of S&P CNX
500 for Period 1 (30 days)

Year CNX 500 Average Stock S.Din% t value P Value
Returnin %  Returnin %  (stock returns)

2006 3.9 4.52 14.84 0.209 0.836

2007 3.3 5.22 18.34 0.524 0.605

2008 -19.2 -26.13 14.66 -2.364 0.026

2009 33.6 20.27 26.73 -2.494 0.020

2010 1.3 0.89 25.44 -0.081 0.936

CNX 500 return (= 3.3%) was less than portfoliauret(= 5.22%). Standard deviation was
18.34%. The average stock return was not signifigatifferent from the CNX 500 return (t

= 0.524, P = 0.605). In the year 2008 both the CNR return (M = -19.2%) and average
stock return (M = -26.13%) were negative. Standdrdation was 14.66%. In this year the
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average stock return was significantly differemnfir CNX 500 return (t = -2.364, P = 0.026).
In the year 2009 the average stock return (M =Z8)2was less than CNX 500 return (M=
33.6% and S.D = 26.73%. The average stock retumsigmificantly different from the CNX
500 return (t = -2.494, P = 0.020).In the year 28tHhdard deviation was 25.44%. In the year
2010 CNX 500 return (M = 1.3%) was more than averstpck return (M = 0.89%). In this
year the average return was not significantly défifie from CNX 500 return (t = -0.081, P =
0.936).

Table 4.9 shows S&P CNX NIFTKeturns, average stock returns, standard deviation,
t-statistic and P value of the portfolio createaiir52-week high stocks for period 2 of the
years 2006, 2007, 2008, 2009 and 2010. In the 9666 the average stock return (M =
17.55%) was less than Nifty return (M = 22.5%) a8d = 36.30% but it was not
significantly different from the Nifty return (t 6.682, P = 0.502).

Table 4.9: Comparison of Returns of 52-Week High $tks with Returns of S&P CNX
NIFTY for Period 2 (90 days)

Year Nifty Return  Average Stock S.Din% t value P Value
in % Returnin %  (stock returns)

2006 22.5 17.55 36.30 -0.682 0.502

2007 9.3 -7.95 21.96 0.307 0.762

2008 -22.9 -41.71 17.91 -5.251 0.000

2009 29.1 24 33.17 -0.769 0.449

2010 6.6 4.82 23.87 -0.373 0.713

In the year 2007 both the Nifty return and averatk return were negative. Standard
deviation was 21.96%. The average stock returnneasignificantly different from the Nifty
return (t = 0.307, P = 0.762). In the year 2008ragath the Nifty and average stock returns
were negative. Standard deviation was 17.91%. is ybar the average stock return was
significantly different from Nifty return (t = -5%1, P = 0.000). In the year 2009 the average
stock return (M = 24%) was less than Nifty retulh £ 29.1%) and S.D = 33.17%. The
average stock return was not significantly differéoom the Nifty return (t = -0.769, P
0.449).In the year 2010 standard deviation was728.8n the year 2010 Nifty return (M
6.6%) was more than average stock return (M = 4)8R¥4this year the average stock return
was not significantly different from Nifty returh £ -0.373, P = 0.713).

Table 4.10 shows CNX NIFTY JUNIOR 506turns, average stock returns, standard
deviation, t-statistic and P value of the portfai@ated from 52-week high stocks for period
2 of the years 2006, 2007, 2008, 2009 and 201thdryear 2006 the average stock return (M
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= 17.55%) was almost equal to Nifty Jr. return (M%8%) and S.D = 36.30%. The average
stock return was not significantly different froletNifty Jr. return (t = -0.035, P = 0.973).
In the year 2007 both the Nifty Jr. and averageksteturns were negative. Standard
deviation was 21.96%. The average stock returnneasignificantly different from the Nifty
Jr. return (t = 0.056, P = 0.955). In the year 2808in both the Nifty Jr. and average stock
returns were negative. Standard deviation was %7.94 this year the average stock return
was not significantly different from Nifty Jr. retu(t = -1.342, P = 0.192). In the year 2009
the average stock return(M = 24%) was less thdty Nr. return (M = 56.9%) and S.D =
33.17%. The average stock return was significadifiierent from the Nifty Jr. return (t = -
4.960, P = 0.000).In the year 2010 standard deviatias 23.87%. In the year 2010 Nifty Jr.
return (M = 9%) was more than average stock reti= 4.82%). In this year the average

stock return was not significantly different fronit Jr. return (t = -0.876, P = 0.390).

Table 4.10: Comparison of Returns of 52-Week Hight8cks with Returns of CNX
NIFTY JUNIOR for Period 2 (90 days)

Year Nifty Jr. Average Stock S.Din% t value P Value
Return in % Return in % (stock returns)

2006 17.8 17.55 36.30 -0.035 0.973

2007 -8.2 -7.95 21.96 0.056 0.955

2008 -36.9 -41.71 17.91 -1.342 0.192

2009 56.9 24 33.17 -4.960 0.000

2010 9 4.82 23.87 -0.876 0.390

Table 4.11 shows S&P CNX 50@6turns, average stock returns, standard devidtion,
statistic and P value of the portfolio created fré&week high stocks for period 2 of the
years 2006, 2007, 2008, 2009 and 2010. In the 9686 the average stock return (M =
17.55%) was less than CNX 500 return (M= 20.7%f) ibwas not significantly different
from the CNX 500 return (t = -0.434, P = 0.668).tlhe year 2007 both the CNX 500 and
average stock returns were negative. Standard taeviavas 21.96%. The average stock
return was not significantly different from the CNoOO return (t = 0.353, P = 0.728). In the
year 2008 again both the CNX 500 return and avessémek return were negative. Standard
deviation was 17.91%. In this year the averageksteturn was significantly different from
CNX 500 return (t = -3.576, P = 0.002). In the y2@09 the average stock return (M = 24%)
was less than CNX 500 return (M = 37%) and S.D A4 8%. The average stock return was
not significantly different from the CNX 500 retu¢h= -1.960, P = 0.062). In the year 2010
CNX 500 return (M = 3.5%) was less than averageksteturn (M = 4.82%). In this year the

33



average stock return was not significantly differefiom CNX 500 return (t = 0.277, P =
0.785).

Table 4.11: Comparison of Returns of 52-Week Hight8cks with Returns of S&P CNX
500 for Period 2 (90 days)

Year CNX 500 Average Stock  S.Din % t value P Value
Return in % Return in % (stock returns)

2006 20.7 17.55 36.30 -0.434 0.668

2007 -9.5 -7.95 21.96 0.353 0.728

2008 -28.9 -41.71 17.91 -3.576 0.002

2009 37 24 33.17 -1.960 0.062

2010 35 4.82 23.87 0.277 0.785

Table 4.12 shows S&P CNX NIFTYeturns, average stock returns, standard
deviation, t-statistic and P value of the portfatlreated from 52-week high stocks for period
3 of the years 2006, 2007, 2008, 2009 and 201thdryear 2006 the average stock return (M
= -8.54%) was negative and less than Nifty rettivin/11.1%) and S.D = 24.58% but the
average stock return was significantly differeminfrthe Nifty return (t = -3.995, P = 0.001).
In the year 2007 the Nifty return (M = 7.6%) wasdethan average stock return (M =
23.15%). Standard deviation was 47.05%. The avesagek return was not significantly
different from the Nifty return (t = 1.652, P = Q1). In the year 2008 both the Nifty and

average stock returns were negative.

Table 4.12: Comparison of Returns of 52-Week HightScks with Returns of S&P CNX
NIFTY for Period 3 (180 days)

Year Nifty Return  Average Stock S.Din% t value P Value

in % Return in % (stock returns)
2006 11.1 -8.54 24.58 -3.995 0.001
2007 7.6 23.15 47.05 1.652 0.111
2008 -34.2 -46.70 19.01 -3.288 0.003
2009 25.9 24.58 37.57 -0.176 0.862
2010 10.9 8.06 28.6 -0.497 0.624

Standard deviation was 19.01%. In this year theramee stock return was significantly
different from Nifty return (t = -3.288, P = 0.003h the year 2009 the average stock return
(M = 24.58%) was less than Nifty return (M = 25.98%)d S.D = 37.57% but the average
stock return was not significantly different frohetNifty return (t = -0.176, P = 0.862).In the
year 2010 standard deviation was 28.6%. In the sgrae Nifty return (M = 10.9%) was

34



more than average stock return (M = 8.06%). In yléiar the average stock return was not
significantly different from Nifty returns (t 0-497, P = 0.624).

Table 4.13 shows CNX NIFTY JUNIOR 506turns, average stock returns, standard
deviation, t-statistic and P value of the portfai@ated from 52-week high stocks for period
3 of the years 2006, 2007, 2008, 2009 and 201thdryear 2006 both the Nifty Jr. return (M
= -5%) and average stock return (M = -8.54%) weegative and S.D = 24.58%. The
average stock return was not significantly différesam the Nifty Jr. return (t = -0.719, P =

0.479). In the year 2007 Nifty Jr. return (M = Z&)lwas less than average stock return (M =
23.15%).

Table 4.13: Comparison of Returns of 52-Week Hight8cks with Returns of CNX
NIFTY JUNIOR for Period 3 (180 days)

Year Nifty Jr. Average Stock S.Din% t value P Value
Return in % Returnin %  (stock returns)

2006 -5 -8.54 24.58 -0.719 0.479

2007 22.1 23.15 47.05 0.111 0.912

2008 -50.7 -46.70 19.01 1.052 0.303

2009 62.4 24.58 37.57 -5.034 0.000

2010 15.2 8.06 28.6 -1.249 0.224

Standard deviation was 47.05%. The average stdckrr in this year was not significantly
different from the Nifty Jr. return (t = 0.111, P0912). In the year 2008 both the Nifty Jr.
return (M = -50.7%) and average stock return (M46.70%) were negative. Standard
deviation was 19.01%. In this year the averageksteturn was not significantly different
from Nifty Jr. return (t = 1.052, P = 0.303). Iretlyear 2009 the average stock return (M =
24.58%) was much less than Nifty Jr. return (M =4€2) and S.D = 37.57%. The average
stock return was significantly different from théfti Jr. return (t = -5.034, P = 0.000).In the
year 2010 standard deviation was 28.6%. In the £8&6 Nifty Jr. return (M = 15.2%) was
more than average stock return (M = 8.06%). In yl@iar the average stock return was not
significantly different from Nifty Jr. returns (t1.249, P = 0.224).

Table 4.14 shows S&P CNX 506turns, average stock returns, standard devidtion,
statistic and P value of the portfolio created fré&iweek high stocks for period 3 of the
years 2006, 2007, 2008, 2009 and 2010. In the 2@@6 the average stock return (M = -8.54
%) was negative and less than CNX 500 return (M62¢} and S.D = 24.58%. The average
stock return was significantly different from théX 500 return (t = -2.673, P = 0.013). In
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the year 2007 CNX 500 return (M= 9.3%) was les® theerage stock return (M = 23.15%)
and S.D = 47.05%. The average stock return wasigoificantly different from the CNX

Table 4.14: Comparison of Returns of 52-Week Hight8cks with Returns of S&P CNX
500 for Period 3 (180 days)

Year CNX 500 Average Stock S.Din% t value P Value
Return in % Return in % (stock returns)

2006 4.6 -8.54 24.58 -2.673 0.013

2007 9.3 23.15 47.05 1.472 0.154

2008 -40.5 -46.70 19.01 -1.631 0.116

2009 34.2 24.58 37.57 -1.280 0.213

2010 7.8 8.06 28.6 0.045 0.965

500 return (t = 1.472, P = 0.154). In the year 2008 the CNX 500 and average stock
returns were negative. Standard deviation was $8.0d this year the average stock return
was not significantly different from CNX 500 retufin= -1.631, P = 0.116). In the year 2009
the average stock return (M = 24.58%) was less @K 500 return (M= 34.2%) and S.D =
37.57%. The average stock return was not signitigatifferent from the CNX 500 return (t
= -1.280, P = 0.213).In the year 2010 standardatievi was 28.6%. In the same year CNX
500 return (M = 7.8%) was less than average stetkrm (M = 8.06%). In this year the
average stock return was not significantly differ&iom CNX 500 returns (t = 0.045, P
=0.965).

4.2 Raw and relative performance of the portfolicreated from 52-week low stocks

In section 4.2.1 average returns of the 52-weekdtmeks were compared from zero
for period 1 (30 days), period 2 (90 days) andpfeniod 3 (180 days). In section 4.2.2 average
returns of the 52-week low stocks were comparegériod 1 (30 days), period 2 (90 days)
and for period 3 (180 days) with the returns of S&RX NIFTY, CNX NIFTY JUNIOR and
S&P CNX 500 respectively.

4.2.1 Raw performance of the portfolio created frm 52-week low stocks

For studying the raw performance of the portfolieated from NSE closing prices of
these stocks were taken for period 1, period 2pmohbd 3. Similarly opening prices of next
day to period O were taken. So using these pretesns were calculated after period 1, period
2 and period 3 respectively.
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Table 4.15: Performance of 52-Week Low Stocks({@6)

Name of the stocks Returnin % Returnin % Return in %
(30 days later) (90 days later) (180 days later)
Eicher Motors Limited 13.28 40.04 -4.70
Tata Sponge Iron Limited -1.64 30.00 -20.04
Sunflag Iron And Steel Company
Limited 15.38 45.00 -5.77
PVR Limited 8.55 22.19 -13.53
Ramco Systems Limited -22.44 -26.23 -49.45
Samtel Color Limited -19.56 -24.14 -44.99
Uttam Galva Steels Limited 14.73 21.55 -23.43
Celebrity Fashions Limited -19.53 -10.00 -48.02
Aarti Drugs Limited -11.37 -11.37 -20.25
Kernex Microsystems (India) Limited -5.43 -8.83 064
Marksans Pharma Limited 21.91 9.93 -48.18
Orient Abrasives Limited -15.16 -17.58 -45.48
Indo Rama Synthetics (India) Limited 3.63 6.30 OB1.
The Tinplate Company of India Limited 0.84 19.61 0.0b
Balkrishna Industries Limited -12.38 -27.19 -55.84
Gujrat NRE Coke Limited -2.28 2.33 -30.22
Jet Airways (India) Limited -2.24 -3.03 -47.99
Polyplex Corporation Limited -16.48 -13.69 -39.88
Radaan Mediaworks India Limited -20.42 11.27 -40.1
Sasken Communications Technologies
Limited 6.04 10.17 -8.55
Pricol Limited -2.32 11.22 -19.63
SPL Industries Limited 1.10 4.48 -45.74
Rajvir Industries Limited 12.25 49.59 61.44
Sterling Tools Limited -15.78 -13.73 -42.12
Nitin Spinners Limited -19.25 -32.08 -60.38
Average in % -3.54 3.84 -29.82
SDin% 13.24 22.84 25.21
t value 1.339 -0.840 5.914
P value 0.187 0.405 0.000

(t value test the hypothesis of difference of netulifferent from 0)
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Table 4.15 shows the returns after period 1, ge2iand period 3 of individual stocks
and average returns, standard deviation and stitatifor the portfolio created from 52-week
low stocks for the year 2006. The highest returrpémiod 1of 21.91% was of Marksans
Pharma Limited. There were 15 negative returndénperiod 1.highest negative return for
period 1 was -22.44% of Ramco Systems Limited .a@adViediaworks India Limited gave
negative return of -20.42% in the same period. Aigbest return in period 2 of 49.59% was
of SPL Industries Limited. There were 11 stockst thave negative returns in period 2.
Highest negative return in period 2 was -32.08% #ndas of Nitin Spinners Limited.
Balkrishna Industries Limited gave negative retwin-27.19% in the same period. The
highest and only positive return in period 3 was18% which was given by Rajvir Industries
Limited. Highest negative return in period 3 wa$.38% of Nitin Spinners Limited.
Balkrishna Industries Limited gave negative retafr55.84% in the same period. Average
returns for period 1, period 2 and period 3 wer&4%, 3.84 % and -29.82% respectively.
Similarly standard deviations for these periods envek3.24%, 22.84% and 25.21%
respectively. Return for period 1 was not signifitha different from zero (t = 1.339, P =
0.187). Similarly average stock return for period@s not significantly different from zero (t
= -0.840, P = 0.405). But return for period 3 diffesignificantly from zero (t = 5.914, P =
0.000).

Table 4.16 shows the returns after period 1, ge2iand period 3 of individual stocks
and average returns, standard deviation and stitatifor the portfolio created from 52-week
low stocks for the year 2007. The highest returmpéniod lof 32.56% was of Zee News
Limited. 19 stocks gave negative returns in thegoet. Raj Rayon Industries Limited gave
negative return of -25.93% in period 1. The highesturn in period 2 of 27.84% was of
Sakthi Sugars Limited. There were 20 stocks thak gzegative returns in period 2. Most
negative return was -43.42% of Raj Rayon Industriested in period 2. Ruchira Enterprises
Limited and Kesar Enterprises Limited gave negatig®irns of -36.64% and -34.91%
respectively in the same period. The highest retmrperiod 3 was 52.31% of Zee News
Limited. During period 3, 18 stocks gave negatieeums. Highest negative return was -
51.03% of Raj Rayon Industries Limited in periodk&sar Enterprises Limited and Ruchira
Enterprises Limited gave negative returns of -4&28d -41.38% respectively in the same
period. Average returns for period 1, period 2 padod 3 were -6.52%, -13.54% and -8.75%
respectively. Similarly standard deviations for staeperiods were 12.94%, 18.16% and
23.27% respectively. Return for period 1 was sigaiftly different from zero (t = 2.519, P =
0.015). Similarly average stock return for periowv@s significantly different from zero (t =
3.728, P = 0.001). But return for period 3 wassighificantly different from zero (t = 1.880,
P =0.072).
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Table 4.16: Performance of 52-Week Low Stock&@Q07)

Name of the stocks Return in % Return in % Return in %
(30 days later) (90 days later) (180 days later)
Banco Products (1) Limited 5.19 -3.65 1.67
Rohit Ferro-Tech Limited 0.00 -6.20 10.23
Ruchira Enterprises Limited -21.98 -36.64 -41.38
Kesar Enterprises Limited -8.14 -34.91 -48.23
Prajay Engineers Syndicate Ltd. -6.16 -13.36 -1.70
Indo Asian Fusegear Limited -8.17 -14.26 -0.04
The Oudh Sugar Mills Limited -22.37 -27.63 -34.91
Paramount Communications Ltd. 11.76 -31.22 -24.89
Plastiblends India Limited -12.45 -18.71 -15.45
Rajshree Sugars & Chemicals Ltd. -17.31 -23.51 0@5.
Surana Industries Limited -5.92 -19.43 -7.02
Bajaj Hindusthan Limited -23.83 -15.87 -24.90
Berger Paints (I) Limited -6.09 -21.85 6.52
HBL Power Systems Limited -11.56 -18.20 -1.84
Sharyans Resources Limited -1.96 0.10 -2.04
Panoramic Universal Limited 8.63 -1.52 -27.27
Raj Rayon Industries Limited -25.93 -43.42 -51.03
Arihant Foundations & Housing Ltd. -20.30 -30.65 149
Bannari Amman Sugars Limited -4.19 9.44 4.64
Zee News Limited 32.56 22.38 52.31
MM Forgings Limited -3.68 -5.77 -6.05
Donear Industries Limited -2.38 3.67 -9.16
Sakthi Sugars Limited 2.94 27.84 13.06
Ramco Industries Limited -14.39 -34.61 -6.03
Tata Metaliks Limited -7.04 -0.70 28.85
Average in % -6.52 -13.54 -8.75
SDin% 12.94 18.16 23.27
t value 2.519 3.728 1.880
P value 0.015 0.001 0.072

(t value test the hypothesis of difference of netulifferent from 0)
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Table 4.17: Performance of 52-Week Low Stock&@08)

Name of the stocks

Return in %
(30 days later) (90 days later)

Returnin %

Return in %
(180 days later)

Lumax Industries Limited -42.88 -62.82 -71.06
BGR Energy Systems Limited -22.79 -38.61 -57.17
Donear Industries Limited -49.34 -55.66 -73.06
JMC Projects (India) Limited -20.00 -35.47 -63.43
Manaksia Limited -41.85 -40.82 -59.92
Aurobindo Pharma Limited -37.71 -31.86 -42.39
ORG Informatics Limited -47.02 -52.93 -69.84
Container Corporation of India Limited 2.06 7.73 .61/
Hexaware Technologies Limited -8.42 -5.82 -39.49
Infosys Technologies Limited 4.59 9.72 4.09
Patni Computer Systems Limited -15.56 -9.66 -21.79
Brigade Enterprises Limited -17.33 -47.67 -67.71
Merck Limited -13.57 -17.91 -25.31
Satyam Computer Services Limited 14.41 24.05 -0.69
Cambridge Solutions Limited -26.97 -31.79 -24.97
KSB Pumps Limited -14.58 -8.12 -34.68
NIT Technologies Limited -30.11 -21.08 -41.51
Precision Pipes and Profiles Company

Ltd. -36.07 -25.16 -39.22
Renaissance Jewellery Limited -28.10 -37.55 -67.48
Tata Consultancy Services Limited -1.98 9.89 -10.09
Tech Mahindra Limited -25.29 -2.21 -9.69
Transformers And Rectifiers (India)

™ -21.03 -34.93 -53.29
ACC Limited 4.42 9.00 -26.29
Allcargo Global Logistics Limited 10.01 15.32 12.31
Allsec Technologies Limited -5.05 -18.38 -59.70
Average in % -18.81 -20.12 -38
SDin% 18.17 24.29 26.03

t value 5.174 4.140 7.300
P value 0.000 0.000 0.000

(t value test the hypothesis of difference of netulifferent from 0)
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Table 4.17 shows the returns after period 1, pe2i@hd period 3 of individual stocks and
average returns, standard deviation and t-statifiticthe portfolio created from 52-week low
stocks for the year 2008. In period 1 only 5 stog&ge positive returns and highest return
was 14.41%. Highest negative return of -49.34% giasn by Donear Industries Limited in
period 1. ORG Informatics Limited gave negativeuratof -47.02% in period 1. 19 stocks
gave negative returns in the period 2. The highegative return in period 2 of -62.82% was
of Lumax Industries Limited. Donear Industries Liied gave negative return of -55.66% in
period 2. Brigade Enterprises Limited gave negatetern of -47.67% in period 2. During
period 3, 23 stocks gave negative returns. Theesighegative return in period 3 of -73.06%
was again of Donear Industries Limited. Lumax Indas Limited gave return of -71.06% in
period 3. Even ORG Informatics Limited gave negatreturn of — 69.84% in period 3.
Brigade Enterprises Limited gave negative return6dt.71% in the same period. Average
returns for period 1, period 2 and period 3 werl@81%, -20.12% and -38% respectively.
Similarly standard deviations for these periods evek8.17%, 24.29% and 26.03%
respectively. Return for period 1 was significardlfferent from zero (t = 5.174, P = 0.000).
Similarly average stock returns for period 2 andgae3 were significantly different from
zero (for period 2: t = 4.140, P = 0.000, for per® t = 7.300, P = 0.000).

Table 4.18 shows the returns after period 1, ge2iand period 3 of individual stocks
and average returns, standard deviation and stitatifor the portfolio created from 52-week
low stocks for the year 2009. There were 24 stodhkieh gave negative returns in period 1.
The highest negative return in period lof -44.94%s wf Indus Fila Limited. Hikal Limited
gave negative return of -33.53% in period 1.Thénegy return in period 2 of 50.54% was of
Jai Corp Limited. Indo Count Industries Limited gguositive return of 28.38% in period 2.
The highest negative return in period 2 was -39.0l86A (India) Limited gave negative
return of -28.69% in period 2. The highest retumnperiod 3 was 226.71% of Jai Corp
Limited. Himadri Chemicals and Industries Limitealvg positive return of 191.02% in period
3. Return of Indo Count Industries Limited in peri8 was 83.78% in period 3. Lakshmi
Precision Screws Limited gave return of 62.34%hie same period. The highest negative
return of -45.20% in period 3 was again of Indus Eimited. Average returns for period 1,
period 2 and period 3 were -17.40%, -4.64% and684.2espectively. Similarly standard
deviations for these periods were 11.1%, 20.28%58n88% respectively. Return for period
1 was significantly different from zero (t = 7.841 = 0.000). Average stock return for period
2 was not significantly different from zero (t =143, P = 0.264). Similarly return for period 3
did not differ significantly from zero (t = -1.44R,= 0.156).
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Table 4.18: Performance of 52-Week Low Stocks (20)

Name of the stocks Returnin %  Returnin % Return in %
(30 days later) (90 days later) (180 days later)
Aksh Optifibre Limited -29.20 -7.20 12.00
Bharat Bijlee Limited -13.19 1.76 57.51
Donear Industries Limited -2.88 -1.92 34.29
Indo Count Industries Limited -5.41 28.38 83.78
ICSA (India) Limited -37.76 -28.69 23.76
Jai Corp Limited -8.52 50.54 226.71
KDL Biotech Limited -10.96 -39.04 17.40
Kothari Products Limited -15.33 -6.33 24.77
Minda Industries Limited -3.23 16.57 63.53
Windsor Machines Limited -21.43 1.14 42.86
Precot Meridian Limited -12.77 2.15 39.32
Sharyans Resources Limited -19.70 6.84 12.69
Wheels India Limited -8.96 -15.37 19.40
Zenith Exports Limited -14.20 -22.82 -14.12
Saksoft Limited -10.71 -17.09 -1.79
Bharat Gears Limited -14.92 11.78 46.86
Classic Diamonds (India) Limited -19.12 4.90 51.47
Geometric Limited -22.50 -20.91 28.64
Gokaldas Exports Limited -21.40 -20.00 18.08
Graphite India Limited -14.46 -12.44 52.72
Himadri Chemicals and Industries Ltd. -20.41 3.67 91.02
Hikal Limited -33.53 -23.28 6.30
Indus Fila Limited -44.94 -36.79 -45.20
Lakshmi Precision Screws Limited 0.00 12.21 62.34
Mahindra Lifespace Developers Ltd. -29.49 -3.98 152,
Average in% -17.40 -4.64 44.26
SDin% 11.1 20.28 56.88
t value 7.841 1.143 -1.442
P value 0.000 0.264 0.156

(t value test the hypothesis of difference of netulifferent from 0)
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Table 4.19: Performance of 52-Week Low Stock&@10)

Name of the stocks Returnin %  Returnin % Return in %
(30 days later) (90 days later) (180 days later)
Alkali Metals Limited -11.99 3.34 -9.24
Amarjothi Spinning Mills Limited -4.43 33.37 52.21
Astec LifeSciences Limited -29.05 -20.47 0.61
Cranes Software International Limited -17.50 -35.21 -46.46
D-Link (India) Limited -9.41 11.26 10.92
Elnet Technologies Limited -8.89 3.68 17.44
Excel Infoways Limited -16.23 5.28 -12.36
Godrej Properties Limited 6.79 2.77 38.77
Jupiter Bioscience Limited -4.92 3.09 2.23
MMTC Limited 1.44 -7.17 -1.55
Northgate Technologies Limited -22.18 -26.69 -37.78
REI Six Ten Retail Limited -82.45 -25.05 -43.66
TRF Limited 40.87 65.86 25.95
Vipul Limited -18.64 -16.69 -30.34
Ahluwalia Contracts (India) Limited 15.49 34.05 29.
Hydro S & S Industries Limited -0.42 10.56 6.67
Marg Limited 17.57 19.06 7.18
Tata Communications Limited -6.81 -12.65 -11.83
Whirlpool of India Limited 20.54 43.24 110.54
Bayer Cropscience Limited 13.65 49.21 64.84
D.B.Corp Limited -5.16 1.65 -1.34
Gillanders Arbuthnot & Company Ltd. 6.69 16.97 5.2
Super Sales India Limited 2.00 31.21 28.94
Abbott India Limited 81.58 91.36 132.11
Sunteck Realty Limited -29.23 -21.24 -21.09
Average in % -2.42 10.44 13.10
SDin% 28.71 30.56 42.91
t value 0.422 -1.708 -1.526
P value 0.675 0.094 0.140

(t value test the hypothesis of difference of netulifferent from 0)
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Table 4.19 shows the returns after period 1, petiadd period 3 of individual stocks
and average returns, standard deviation and stitatifor the portfolio created from 52-week
low stocks for the year 2010. The highest returpénod 1lof 81.58% was of Abbott India
Limited. Most negative return in period 1 was -&# There were 8 stocks that gave
negative return in period 2. The highest returr®df36% in period 2 was again of Abbott
India Limited. The highest return in period 3 waé21.1% which was again of Abbott India
Limited. The highest negative return in period 3w46.46%. Average returns for period 1,
period 2 and period 3 were -2.42%, 10.44% and ®3.6éspectively. Standard deviations for
these periods were 28.71%, 30.56% and 42.91% rigglgc Return for period 1 was not
significantly different from zero (t = 0.422, P 6@5). Return from portfolio for period 2 was
not significantly different from zero (t = -1.708,= 0.094). Similarly return for period 3 was

not significantly different from zero (t = -1.528,= 0.140).

4.2.1 Relative performance of the portfolio created from 52-week low stocks

For studying the relative performance of portfoti@ated with S&P CNX NIFTY
(depicted as Nifty in tables), CNX NIFTY JUNIOR f(deted as Nifty Jr. in tables) and S&P
CNX 500 (depicted as CNX 500 in tables), the retwhthese indices for period 1, period 2

and period 3 were calculated.

Table 4.20: Comparison of Returns of 52-Week Low 8tks with Returns of S&P CNX
NIFTY for Period 1 (30 days)

Year Nifty Return  Average Stock S.Din% t value P Value

in % Return in % (stock returns)
2006 3.9 -3.54 13.24 -2.812 0.010
2007 1.4 -6.52 12.94 -3.060 0.005
2008 -1 -18.81 18.17 -4.899 0.000
2009 -2.6 -17.40 11.1 -6.669 0.000
2010 5.2 -2.42 28.71 -1.328 0.197

Table 4.20 shows S&P CNX NIFTY returns, averageclstoeturns, standard
deviation, t-statistic and P value of the portatreated from 52-week low stocks for period
1 of the year 2006, 2007, 2008, 2009 and 201thdryear 2006 the average stock return (M
= -3.54%) was negative and less than Nifty retwwh= 3.9%) and S.D = 13.24%. The
average stock return was significantly differeminfrthe Nifty return (t = -2.812, P = 0.010).
In the year 2007 Nifty return (M = 1.4%) was mucbrenthan average stock return (M = -
6.52%). Standard deviation was 12.94%. The podfaturn was significantly different from
the Nifty return (t = -3.060, P = 0.005). In theaye?008 both the Nifty and average stock

returns were negative. Standard deviation was 8.1 this year the average stock return
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was significantly different from Nifty return (t 2.899, P = 0.000). Again in the year 2009
both Nifty and average stock returns were negativéhe year 2009 standard deviation was
11.1% and in the year 2010 standard deviation v8ag1%.During this year average stock
return was significantly different from Nifty returt = -6.669, P = 0.000). In the year 2010
Nifty returns were more than average portfolio mesu In this year the average portfolio

returns was not significantly different from Niftgturns (t = -1.328, P = 0.197).

Table 4.21: Comparison of Returns of 52-Week Low 8tks with Returns of CNX NIFTY
JUNIOR for Period 1(30 days)

Year Nifty Jr. Average Stock S.Din% t value P Value
Return in % Returnin %  (stock returns)

2006 5.1 -3.54 13.24 -3.265 0.003

2007 -1.3 -6.52 12.94 -2.016 0.055

2008 -3.9 -18.81 18.17 -4.101 0.000

2009 -8.9 -17.40 11.1 -3.830 0.001

2010 5.6 -2.42 28.71 -1.397 0.175

Table 4.21 shows CNX NIFTY JUNIOR returns, averageck returns, standard
deviation, t-statistic and P value of the portfalireated from 52-week low stocks for period 1
of the year 2006, 2007, 2008, 2009 and 2010. Iryédae 2006 the average stock return (M =
-3.54%) was negative and less than Nifty Jr. refvn= 5.1%) and S.D = 13.24%. The
average stock return was significantly differerdnirthe Nifty Jr. return (t = -3.265, P =
0.003). In the year 2007 both the Nifty Jr. retpartfolio return were negative. Standard
deviation was 12.94%. The average stock returnneasignificantly different from the Nifty
Jr. return (t = -2.016, P = 0.055). In the year&@@ain both the Nifty Jr. return and average
stock returns were negative. Standard deviation 18a%7%. In this year the average stock
return was significantly different from Nifty Jreturn (t = -4.101, P = 0.000). In the year
2009 again both the Nifty Jr. and average stocdkrmstwere negative (S.D = 11.1%). The
average stock return was significantly differerdnirthe Nifty Jr. return (t = -3.830, P =
0.001). In the year 2010 standard deviation wag128. In the same year Nifty Jr. return (M
= 5.6%) was more than average stock return (M 42%). In this year the average stock

return was not significantly different from Nifty.Jeturn (t =-1.397, P = 0.175).

Table 4.22 shows S&P CNX 506turns, average stock returns, standard devidtion,
statistic and P value of the portfolio created froPaweek low stocks for period 1 of the year
2006, 2007, 2008, 2009 and 2010. In the year 200@verage stock return (M = 4.9%) was
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Table 4.22: Comparison of Returns of 52-Week Low 8tks with Returns of S&P CNX
500 for Period 1 (30 days)

Year CNX 500 Average Stock S.Din% t value P Value
Return in % Returnin %  (stock returns)

2006 4.9 -3.54 13.24 -3.190 0.004

2007 0 -6.52 12.94 -2.519 0.019

2008 -2.2 -18.81 18.17 -4.569 0.000

2009 -4 -17.40 11.1 -6.038 0.000

2010 3 -2.42 28.71 -0.945 0.354

negative and less than CNX 500 return (M= -3.54#@) 8.D = 13.24% but the average stock
return was significantly different from the CNX 56&turn (t = -3.190, P = 0.004). In the year
2007 average stock return was negative (= -6.58f@ndard deviation was 12.94%. The
average stock return was significantly differerdnfrthe CNX 500 return (t = -2.519, P =
0.019). In the year 2008 both the CNX 500 and ayestock returns were negative. Standard
deviation was 18.17%. In this year the averageksteturn was significantly different from
CNX 500 return (t = -4.569, P = 0.000). In the y2@09 again both the average stock return
(M = -17.40%) and CNX 500 return were negative (Mi&) and S.D = 11.1%. The average
stock return was significantly different from th&lX 500 return (t = -6.038, P = 0.000).In the
year 2010 standard deviation was 28.71%. In theesgar CNX 500 return (M = 3%) was
more than average stock return (M = -2.42%). Is tld@ar the average stock return was not
significantly different from CNX 500 returns (t 8.945, P = 0.354).

Table 4.23: Comparison of Returns of 52-Week Low 8tks with Returns of S&P CNX
NIFTY for Period 2 (90 days)

Year Nifty Return  Average Stock S.Din% t value P Value
in % Return in % (stock returns)

2006 23.1 3.84 22.84 -4.217 0.000

2007 2.4 -13.54 18.16 -3.068 0.005

2008 -3.3 -20.12 24.29 -3.461 0.002

2009 14.5 -4.64 20.28 -4.718 0.000

2010 8.1 10.44 30.56 0.383 0.705

Table 4.23 shows S&P CNX NIFTMturns, average stock returns, standard deviation,
t-statistic and P value of the portfolio createoinir52-week low stocks for period 2 of the
year 2006, 2007, 2008, 2009 and 2010. In the y@e@6 2he average stock return (M = 3.84
%) was much less than Nifty return (M = 23.1%) &D = 22.84%. The average stock return
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was significantly different from the Nifty returh £ -4.217, P = 0.000). In the year 2007 both
the Nifty and average stock returns were negat8tandard deviation was 18.16%. The
average stock return was significantly differeminirthe Nifty return (t = -3.068, P = 0.005).
In the year 2008 again both the Nifty and averampeksreturns were negative. Standard
deviation was 24.29%. In this year the averageksteturn was significantly different from
Nifty return (t = -3.461, P = 0.002). In the y&f109 the average stock return (M = -4.64%)
was negative and less than Nifty return (M= 14.%%) S.D = 20.28%. The average stock
return was significantly different from the Nifteturn (t = -4.718, P = 0.000).In the year
2010 standard deviation was 30.56%. In the yeaf 2Mifty return (M = 10.44%) was more
than average stock return (M = 8.1%). In this yda average stock return was not
significantly different from Nifty returns (t = 083, P = 0.705).

Table 4.24: Comparison of Returns of 52-Week Low $tks with Returns of CNX
NIFTY JUNIOR for Period 2 (90 days)

Year Nifty Jr. Average Stock S.Din% t value P Value
Return in % Return in % (stock returns)

2006 -215 3.84 22.84 5.546 0.000

2007 -1.1 -13.54 18.16 -3.426 0.002

2008 -13 -20.12 24.29 -1.465 0.156

2009 5.7 -4.64 20.28 -2.549 0.018

2010 10.2 10.44 30.56 0.039 0.969

Table 24 shows CNX NIFTY JUNIOR 5@0@turns, average stock returns, standard
deviation, t-statistic and P value of the portfaieated from 52-week low stocks for period 2
of the year 2006, 2007, 2008, 2009 and 2010. Irydae 2006 the average stock return (M =
3.84%) was positive and Nifty Jr. return was negafM= -21.5%) and S.D = 22.84%. The
average stock return was significantly differerdnfr the Nifty Jr. return (t = 5.546, P =
0.000). In the year 2007 both the Nifty Jr. andrage stock returns were negative. Standard
deviation was 18.16%. The average stock returnsigasficantly different from the Nifty Jr.
return (t = -3.426, P = 0.02). In the year 2008ia both the Nifty Jr. return and average
stock return were negative. Standard deviation #a29%. In this year the average stock
return was not significantly different from Nifty.Jeturn (t = -1.465, P = 0.156). In the year
2009 the average stock return (M = -4.64%) was tneggand Nifty Jr. return (M= 5.7%) was
positive and S.D = 20.28%. The average stock retas significantly different from the
Nifty Jr. return (t = -2.549, P = 0.018).In the y@810 standard deviation was 30.56%. In the
year 2010 Nifty Jr. return (M = 10.2%) was almoshikr to average stock return (M =
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10.44%). In this year the average return was mtifitantly different from Nifty Jr. return (t
=0.039, P = 0.969).

Table 4.25: Comparison of Returns of 52-Week Low 8tks with Returns of S&P CNX
500 for Period 2 (90 days)

Year CNX 500 Average Stock S.Din% t value P Value
Return in % Returnin %  (stock returns)

2006 22.2 3.84 22.84 -4.020 0.001

2007 -3.2 -13.54 18.16 -2.847 0.009

2008 -7.4 -20.12 24.29 -2.617 0.015

2009 11.7 -4.64 20.28 -4.028 0.000

2010 4.9 10.44 30.56 0.907 0.374

Table 4.25 shows S&P CNX 506turns, average stock returns, standard devidtion,
statistic and P value of the portfolio created froPaweek low stocks for period 2 of the year
2006, 2007, 2008, 2009 and 2010. In the year 200@verage stock return (M = 3.84%) was
much less than CNX 500 return (M= 22.2%) and SZ2:84%. The average stock return was
significantly different from the CNX 500 return=t-4.020, P = 0.001). In the year 2007 both
the CNX 500 and average stock returns were negébtemdard deviation was 18.16%. The
average stock return was significantly differertnirthe CNX 500 return (t = -2.847, P =
0.009). In the year 2008 again both the CNX 500 average stock returns were negative.
Standard deviation was 24.29%. In this year thdf@ar return was significantly different
from CNX 500 return (t = -2.617, P = 0.015). In gear 2009 the average stock return (M =
-4.64%) was negative and CNX 500 return was pe@sitM= 11.7%) and S.D = 20.28%. The
average stock return was significantly differerdnfrthe CNX 500 return (t = -4.028, P =
0.000). In the year 2010 standard deviation waSa30. In the same year CNX 500 return (M
= 4.9%) was less than average stock return (M 44P8). In this year the average stock
return was not significantly different from CNX 50&urns (t = 0.907, P = 0.374).

Table 4.26 shows S&P CNX NIFTYeturns, average stock returns, standard
deviation, t-statistic and P value of the portfaireated from 52-week low stocks for period 3
of the year 2006, 2007, 2008, 2009 and 2010. Iy¢lae 2006 the average stock return (M = -
29.82%) was negative and less than Nifty return %) and S.D = 25.21%. The average
stock return was significantly different from théfti return (t = -6.905, P =0.000). In the
year 2007 the Nifty return was positive and averstgek return (M = -8.75%) was negative
Nifty return (M = 9.4%). Standard deviation was Z36. The average stock return was
significantly different from the Nifty return (t =83.900, P = 0.001). In the year 2008 both the

Nifty and average stock returns were negative. dg@hdeviation was 26.03%. In this year
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the average stock return was significantly difféefeom Nifty return (t = -3.439, P = 0.002).
In the year 2009 the average stock return (M =@&BbRwas more than Nifty return Nifty
return (M= 42.6%) and S.D =

Table 4.26: Comparison of Returns of 52-Week Low 8tks with Returns of S&P CNX
NIFTY for Period 3 (180 days)

Year Nifty Return  Average Stock S.Din% t value P Value
in % Return in % (stock returns)

2006 5 -29.82 25.21 -6.905 0.000

2007 9.4 -8.75 23.27 -3.900 0.001

2008 -20.1 -38 26.03 -3.439 0.002

2009 42.6 44.26 56.88 0.146 0.885

2010 125 13.10 42.91 0.070 0.945

56.88%. The average stock return was not signifigatifferent from the Nifty return (t =
0.146, P = 0.885).In the year 2010 standard deviatias 42.91%. In the year 2010 Nifty
return (M = 12.5%) was more than average stockrme{M = 13.10%). In this year the

average stock return was not significantly differfeom Nifty returns (t = 0.070, P = 0.945).

Table 4.27: Comparison of Returns of 52-Week Low 8tks with Returns of CNX NIFTY
JUNIOR for Period 3 (180 days)

Year Nifty Jr. Average Stock S.Din% t value P Value
Return in % Returnin %  (stock returns)

2006 -8.5 -29.82 25.21 -4.228 0.000

2007 23.3 -8.75 23.27 -6.886 0.000

2008 -36.2 -38 26.03 -0.347 0.732

2009 65.5 44.26 56.88 -1.867 0.074

2010 16.5 13.10 42.91 -0.396 0.695

Table 4.27 shows CNX NIFTY JUNIOR 506turns, average stock returns, standard
deviation, t-statistic and P value of the portfaieated from 52-week low stocks for period 3
of the year 2006, 2007, 2008, 2009 and 2010. Inyda 2006 both the Nifty Jr. (M =
29.82%) and average stock returns were negativiy Nif return (M= -8.5%) and S.D

25.21%. The average stock return was significadhfierent from the Nifty Jr. return (t = -
4.228, P = 0.000). In the year 2007 Nifty Jr. ret(M = 23.3%) was positive and the average
stock return (M = -8.75 %) was negative. Stadddeviation was 23.27%. The average
stock return was significantly different from théti Jr. return (t = -6.886, P = 0.000). In the
year 2008 both the Nifty Jr. and average stockrmstwere negative. Standard deviation was

26.03%. In this year the average stock return vassignificantly different from Nifty Jr.
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return (t = -0.347, P =0.732). In the year 2009aherage stock return (M = 44.26%) was less
than Nifty Jr. return (M = 65.5%)and S.D = 56.88%he average stock return was not
significantly different from the Nifty Jr. returrt € -1.867, P = 0.074).In the year 2010

standard deviation was 42.91%. In the same yeay Blif return (M = 16.5%) was more than

average stock return (M = 13.10%). In this yearatherage stock return was not significantly
different from Nifty Jr. return (t=  -0.396,#0.695).

Table 4.28: Comparison of Returns of 52-Week Low $tks with Returns of S&P CNX
500 for Period 3 (180 days)

Year CNX 500  Average Stock S.Din% t value P Value
Return in % Return in % (stock returns)

2006 -0.5 -29.82 25.21 -5.814 0.000

2007 10.6 -8.75 23.27 -4.158 0.000

2008 -25.7 -38 26.03 -2.363 0.027

2009 48.5 44.26 56.88 -0.373 0.713

2010 9.3 13.10 42.91 0.443 0.662

Table 4.28 shows S&P CNX 5@6turns, average stock returns, standard deviation,
statistic and P value of the portfolio created frePaweek low stocks for period 3 of the year
2006, 2007, 2008, 2009 and 2010. In the year 2086 the average stock (M = -29.82%) and
CNX 500 returns (M = -0.5%) were negative and S.R521%. The average stock return
was significantly different from the CNX 500 retuitn= -5.814, P = 0.000). In the year 2007
CNX 500 return (M= 10.6%) was positive and averageck return (M = -8.75%) was
negative and S.D = 23.27%. The average stock retas significantly different from the
CNX 500 return (t = -4.158, P = 0.000). In the y2@08 both the CNX 500 and average stock
returns were negative. Standard deviation was 26.08 this year the average stock return
was significantly different from CNX 500 return%t-2.363, P = 0.027). In the year 2009 the
average stock return (M = 48.5%) was less than GRX return (M = 44.26%) and S.D =
56.88%. The average stock return was not signifigatifferent from the CNX 500 return (t
=-0.373, P = 0.713).In the year 2010 standardadievi was 42.91%. In the same year CNX
500 return (M = 9.3%) was less than average stetkrm (M = 13.10%). In this year the
average stock return was not significantly difféerénom CNX 500 returns (t =0.443, P
=0.662).

4.3 Discusssion
This section briefly discusses the inferences fitbm above sections. There were
certain studies which were in favour of use of motam investing to get good returns, like

Jegadeesh and Titman (1993) demonstrated thataovierestment period of three to twelve
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months past “winners”, on an average, continuedpéoform better and past “losers”
continued to perform worse, but such a phenomemomined in existence for 2 years.
Grinblattet al (1995) studied the extent to which mutual fundschase stocks based on their
past returns as well as their tendency to exhiérding” behavior. The evidence indicated
that mutual funds had tendency to buy stocks basdteir past returns. During the period of
study the tendency to buy past winners as welbdsetd was shown to be highly correlated
with fund performance over period of study. On &arage the funds following momentum
strategies realized significant excess performavitke contrarian funds realized virtually no
performance. George and Hwang (2004) compared moimemvestment strategies and
concluded that nearness to 52-week high dominatddvas better predictor of future returns
than past returns (for both individual and industily was also concluded that long term
reversals did not occur when past performance wessuored and the long term reversals and
short-term momentum were not part of the same phena. Kido (2009) studied that finance
researchers had established a strict timelineerrétationship between previous returns and
future returns. Over a short-term period-generdéifined as shorter than three months-there
existed a reversal effect by which stocks that laikdd positive (negative) returns in the past
experience negative (positive) returns in the rieaure. Over an intermediate-term period-
generally defined as between three and twelve nsathibre existed a momentum effect
whereby stocks that exhibited positive (negativefums in the past experience positive

(negative) returns in the future.

Section 4.1 analyzed the raw and relative perfageaof the portfolio created from
52-week high stocks of NSE for 5 years i.e. frofd@6@ 2010 with S&P CNX NIFTY, CNX
NIFTY JUNIOR and S&P CNX 500. In the year 2006, ietdoing the raw comparison it was
found that only in period 2 average return of thetfplio was positive and significant at 5%
level of significance. In period 3, average retwas negative and insignificant. So this
showed that momentum investing did work only ireintediate period. While comparing the
average return with return of S&P CNX NIFTY indexrithg 2006, it was found that average
returns for period 1 and period 2 were positive ibgignificant. For period 3, return was
significant at 5% level of significance but was atdge (= -8.54%) which showed reversal
from momentum investing. After comparing the averagturns with CNX NIFTY
JUNIOR's return, it was found that the results wiasgnificant for all the three periods but
for period 3 return was negative (= -29.82%). Whitemparing average return with CNX
NIFTY 500, it was found that in period 3 the averagturn was significant but negative (= -
8.54%) which showed reversal from momentum invgst®o this clearly proved that in all
the three indices momentum investing did not woakher it reversed in long period. While

doing raw comparison in the year 2007 the averageans were insignificant in period 1 and
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period 2 but in period 3 it was positive (= 23.158ay significant at 5% level of significance.
So this showed that momentum investing worked g Iperiod. When average returns were
compared with returns of S&P CNX NIFTY, CNX NIFTYUBIIOR and S&P CNX 500
indices in the year 2006, it was found that reswitse insignificant for all the three periods
but in period 2 returns was negative and insigaiftc This showed that momentum investing
did not work at all in this year. In the raw comipan, in year 2008 it was found that average
returns of all the three periods were negative figdificant at 5% level of significance. This
showed that momentum investing was not effectivegative returns during period 1, period
2 and period 3 were increasing with time. Similaniere relative comparison of average
returns were done in all the three periods resudie found to be significantly negative i.e.
momentum investing was ineffective and reversaluoed. When average returns were
compared with return of CNX NIFTY JUNIOR, resultsemw found to be negative and
significant at 5% level of significance in periodahd period 2 ( i.e. reversals in short and
intermediate period) but return was negative bwigmficant for period 3. In the raw
comparison in year 2009 it was found that averagigrms were positive and significant in all
the three periods. So it showed that momentum tmgesvas effective during this year.
Average returns when compared with return of S&PXAWFTY, the results were found to
be positive but insignificant at 5% level of sigo#ince. So it showed that momentum
investing was ineffective. Average returns when garad with return of CNX NIFTY
JUNIOR index, results were found to be positive aighificant i.e. momentum investing
worked during this year in the context of this indéverage returns when compared with
return of S&P CNX 500, the results were found taslgmificant and positive for period 1 but
insignificant for period 2 and period 3. It showdt momentum investing worked only in
short period. In the year 2010 while doing raw asldtive comparison with returns of S&P
CNX NIFTY, CNX NIFTY JUNIOR and S&P CNX 500 indicethe results were found to be
positive and insignificant. It clearly indicatedathmomentum investing was not at all
effective in 2010.

Section 4.2 analyzed the raw performance andivelgerformance of the portfolio
created from 52-week low stocks of NSE for 5 ya@arsfrom 2006 to 2010 with S&P CNX
NIFTY, CNX NIFTY JUNIOR and S&P CNX 500. In the ye2006, while doing the raw
comparison it was found that the average returnimsgnificant at 5% level of significance
for period 1. The result for period 2 was insigeafit but positive. Average return for period 3
was found to be negative and significant at 5% llefesignificance. This showed that
momentum investing worked during long period butswaeffective during short and
intermediate period. While comparing average retusith returns of S&P CNX NIFTY,
CNX NIFTY JUNIOR and S&P CNX 500 indices, the rasufound were significant and
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negative for period 1 and period 3 but for periog&ults were positive and significant at 5%
level of significance i.e. during intermediate perimomentum investing was ineffective and
rather it showed reversal. But in short and longgdemomentum investing was found to be
effective. After performing the raw comparison hetyear 2007, it was found that average
returns were significant at 5% level of significarand negative for period 1 and period 2 but
for period 3 result was insignificant i.e. momentunvesting worked in short and
intermediate period but not in long period. Averagirns when compared with returns of
S&P CNX NIFTY, CNX NIFTY JUNIOR and S&P CNX 500 ifks, it was found that for
all the periods results were negative and sigmfiexcept in period 1 (when average returns
were compared with return of CNX NIFTY JUNIOR) i.en that period result was
insignificant. Therefore, it showed that momentuiveisting was effective in all the periods
except in relative comparison of short period’sinetwith return of CNX NIFTY JUNIOR
index. In the raw comparison in the year 2008 is Weund that average returns were negative
and these negative returns were increasing peyogebod. The results were significant at
5% level of significance. This indicated that thementum investing worked during 2008.
Average returns were compared with the returns&® £€NX NIFTY and S&P CNX 500
indices and the results were found to be negatidesggnificant in all the three periods. This
showed that momentum investing was effective. Bhenvaverage returns were compared
with return of CNX NIFTY JUNIOR, the results wereuihd to be significant in period 1 but
were insignificant for period 2 and period 3. Sonmemtum investing was not effective in
intermediate and long period. In the raw comparigorthe year 2009, it was found that
momentum investing was effective in period 1 (ineshort period) but was insignificant for
period 2 and period 3 (i.e. in intermediate andylprriod). Average returns when compared
with returns of S&P CNX NIFTY, CNX NIFTY JUNIOR anf&P CNX 500 indices, it was
found that results were significant and averagarnstwere negative for period 1 and period 2
but the returns were positive and insignificantcéd level of significance for period 3. It
showed that momentum investing worked for short iatetmediate period but not for long
period. When raw and relative comparison with meguof S&P CNX NIFTY, CNX NIFTY
JUNIOR and S&P CNX 500 indices were done for thary#10, it was found that average
returns were negative for period 1 and positivepleriod2 and period 3 but he results were
insignificant for all the periods. Therefore, itdinated that momentum investing was

ineffective for the year 2010.

In case of raw comparison of 52-week high stobkse was no clear trend for short
period i.e. period 1 (30 days) but momentum inwestivorked from intermediate to long
period. In case of relative performance of 52-whiglh stocks momentum investing was not

effective in any period rather trend reversal wagnsin some cases. In case of raw
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comparison of 52-week low stocks momentum investiogked in 60% of the cases in case
of period 1 (30 days). Momentum investing was rfteative in case of period 2 (90 days)
and period 3 (180 days) respectively in case ofgamparison. Momentum investing worked
in short period in case of 52-week low stocks.daecof relative performance of 52-week low
stocks momentum investing worked very well in shpatiod (effective when compared with
returns of all the indices). In intermediate per{od. period 2) momentum investing worked
in most of the cases but trend reversal was settreigear 2006. In long period (i.e. period 3)
momentum investing worked in case of comparisom \8&P CNX NIFTY and S&P CNX

500, but it was not very much effective in caseCofX NIFTY JUNIOR and trend reversal

was seen to some extent.
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Chapter V

SUMMARY

In this chapter a brief summary and conclusionthefstudy have been presented, so as
to understand the implications of the findings. Theus of this study was on studying and
analyzing the performance of momentum investin§2rweek high stocks and 52-week low
stocks. Momentum investing is an investment stsatiigt aims to capitalize on existing
trends in the market. To participate in momentuwesting, a trader takes a long position in
an asset, which has shown an upward trend in micehort sell a security that has been in a
downtrend. 52-week high/low means the highest anest price at which a stock has traded
in the past 12 months, or 52 weeks. Long positieams buying of a security such as a stock,
commodity, or currency, with the expectation thet asset will rise in value. Similarly short
position means the sale of a borrowed security,nsodity, or currency with the expectation

that the asset will fall in value.

The study had objective of studying and analyzihg performance of momentum
investing in 52-week high stocks and 52-week loaclks. A list of 52-week high and 52-
week low stocks was prepared repeatedly from “TbenBmic Times”. For every year, 50
stocks were studied and thus the total sample Ww&5® stocks (i.e. 25 stocks every year
were selected for creating portfolio from 52-weeghhstocks and similarly 25 stocks were
selected from 52-week low stocks). Long portfoliasacreated for 52-week high stocks with
and short portfolio was created for 52-week lowckso The performance of each portfolio
was analyzed after period 1 (i.e. short period®ti8ys), period 2 (i.e. intermediate period of
90 days) and period 3 (i.e. long period of 180 Jl&ysn the date of selection of last stock in
each set. Closing prices of stocks were obtainedhe period 1, period 2 and period 3
respectively. Opening prices of these stocks ferdhy next to period O were taken. Closing
prices were adjusted to stocks specific eventsooparate actions like right issue, split,
bonus. Both the raw performance and relative perdoice with S&P CNX NIFTY, CNX
NIFTY JUNIOR and S& P CNX 500 was studied. For thepose of analysis even closing
prices of S&P CNX NIFTY, CNX NIFTY JUNIOR and S& €NX 500 for period 0, period
1, period 2 and period 3 respectively were obtairteat the purpose of analysis average
returns (i.e. mean) and standard deviations optrdolio were calculated. One sample t-test

was also applied to check the performance andteféaess of momentum investing.

5.1 Main findings of the study

The main findings of the study are given below:



In the year 2006 in case of 52-week high portfolispmentum investing was
effective (in case of raw comparison) for periodvRh significant higher return
(average return = 17.55%). In the relative compariesult withS&P CNX NIFTY
and S&P CNX 500or Period 3 the stock return was found to be sicgmtly lower.

In the year 2006 in case of 52-week low portfoifmmentum investing was found to
be effective only in period 3 with average returh-89.82% (in case of raw
comparison). In case of relative comparison theltesvere significant in all the
periods but in case of comparison of average retith return of CNX NIFTY

JUNIOR for period 2, the result was significant budmentum investing worked in

reverse direction i.e. reversals occurred.

In the year 2007 in case of 52-week high portfdiie results were significant only

for period 3 (in case of raw comparison) with meetarn of 23.15%.

In the year 2007 in case of 52-week low portfolie results were insignificant only
for period 3 (in case of raw comparison). In cakeelative comparison results were
significant at 5% level of significance except fmriod 1 when average return was
compared with return of CNX NIFTY JUNIOR.

In the year 2008 in case of 52-week high portfalesults were significant (in case of
raw comparison) for all the three periods but retuwvere negative. In case of relative
comparison results were significant (but returnseweegative and much less than the
returns of all three indices) for period 1, perdnd period 3 for all the indices and
except for period 2 and period 3 of CNX NIFTY JUNR@nNd period 3 of S&P CNX
500.

In the year 2008 in case of 52-week low portfottoe results were significant and
momentum investing was effective except in caseelaitive comparison with CNX
NIFTY JUNIOR'’s returns for period 2 and period 3.

In the year 2009 in case of 52-week high portfoliesults were significant and
average returns were positive (in case of raw coisqa) for all the three periods. In
case of relative comparison results were signifiq@xcept in case of S&P CNX
NIFTY for period 1,CNX NIFTY JUNIOR and S&P CNX 50fbth for period 2 and

period 3) and the returns were positive but mesis than indices return.

In the year 2009 in case of 52-week low portfdiie results were significant only for
period 1 (in case of raw comparison). In case &dtiree comparison momentum

investing was effective only for period 1 and pdrib
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* In the year 2010 in case of 52-week high portfal@sults were insignificant at 5%
level of significance for all the periods in botietcases (i.e. in both raw and relative

comparison).

* Inthe year 2010 in case of 52-week low portfdiieg results insignificant at 5% level
of significance for all the periods in both the emgi.e. in both raw and relative

comparison).

5.2 Conclusion

The study investigated the performance of momenhwesting in 52-week high and
52-week low stocks. The findings of the result aonéd the presence of momentum
investing to certain extent in Indian stock markébmentum investing did not work in short
period for 52-week high portfolio. Rather reversatsurred in the year 2008 and 2009, as the
results were significant but returns much were g8 indices returns in short period.
Momentum investing was ineffective for intermediptiod (except for year 2006, 2008 and
2009, in case of raw comparison). The results &isecof relative comparison) which were
significant gave returns that were negative or lgsm indices returns for this period.
Momentum investing in long period was effectiveyom case of raw comparison (except in
the year 2010). For 52-week low portfolio, momentinwesting was effective to great extent
in short, intermediate and long period except eybar 2010. So momentum investing didn’t
work at all in the year 2010.

Thus, this study clearly, provided the evidenceresence of momentum investing in
case of 52-week low portfolio but momentum invegtivas not effective in case of 52-week

high portfolio.

5.3 Scope for the future study
The study can be further researched upon. It caaxtemded to explore a number of

issues. Few suggestions in this regard have bsted lbelow:

» The present study was conducted on selected stoleées. Further research can be

carried on other stock indices.

* The study has been conducted on stocks for 5 yeaydoonly. It may be done for 10

years or more to get a clear picture about momemuasting.

* The area of study was Indian stock market. Furtheearch can be done on other

international markets.
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