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	Abstract
	Maximum returns are expected by the investors who invest in stock markets. The analysis of stocks/portfolio includes understanding the company, studying the financial reports of the company and analyzing the future prospects. The study aimed at understanding the different securities mix in a portfolio selection pertaining to IT securities listed on BSE. Risk and return are important factors to analyze portfolio. Secondary sources of data such as records and published annual reports of the IT companies, websites of IT companies and BSE, magazines, books, newspapers and journals, etc.
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1. Introduction
Investing could be associated with the different activities, but the common target in these activities is to employ the money (funds) during the time period seeking to enhance the investor’s wealth. Funds to be invested come from assets already owned, borrowed money and savings. By foregoing consumption today and investing their savings, investors expect to enhance their future consumption possibilities by increasing their wealth. But it is useful to make a distinction between real and financial investments. Real investments generally involve some kind of tangible asset, such as land, machinery, factories, etc. Financial investments involve contracts in paper or electronic form such as stocks, bonds, etc. The act of investing is commitment of money in expectation of something more in return. Generally, the primary concern of an investor is to minimize the return. An investment is, a monetary asset purchased with the idea that the asset will provide income in the future or appreciate and be sold at a higher price, Investing usually involves the creation of wealth. Each investor should diversify his portfolio in order to minimize the risk. Selection of such an efficient portfolio is usually done with the help of analysis.

The correlation between the hazards one runs in investing and the performance of investments is known as the risk-return tradeoff. The risk-return tradeoff states the higher the risk, the higher the reward and vice versa. Using this principle, low levels of uncertainty (risk) are associated with low potential returns and high levels of uncertainty with high potential returns. According to the risk-return tradeoff, invested money can render higher profits only if the investor will accept a higher possibility of losses. Investors consider the risk-return tradeoff as one of the essential components of decision-making. They also use it to assess their portfolios as a whole.

1.1. Problem Statement

Trading in stock market is a combination of both risk and return. As all eggs should not be put in one basket in the stock market, portfolio is the best way to hold securities or trade in the stock market. High returns are obtained through high risks. In order to assess the effectiveness of a portfolio, it is important for an investor to observe the behavioral changes in the stocks. This study considers large cap securities in the IT sector listed on BSE. Owing to the situation of COVID-19, the analysis of IT portfolio is attempted after considering risk and return as the major determinants for investment.
1.2. Need for the Study

Investment in stocks might seem as a risk for many investors but the same can generate higher returns if investment is done through thorough study of the market. The ongoing COVID-19 pandemic may set the general trend in the minds of the investors that markets would follow a downtrend. The investors would like to invest by holding positional securities and trade to obtain higher returns. The study considered risk and return as major determinants to analyze the portfolio as their relationship would analyze their long term position and helps the investors to invest in large cap IT securities.
1.3. Objectives of the Study 

The objectives of the study are:
1. To study the risks & returns of selected large cap securities of IT sector

2. To understand the different securities mix in a portfolio selection 

3. To study the relationship between risk and return of selected large cap securities of IT sector listed on BSE

1.4. Hypothesis of the study
H0: There is no significant relationship between risk and return of selected large cap securities of IT sector listed on BSE

H1: There is a significant relationship between risk and return of selected large cap securities of IT sector listed on BSE

2. Research methodology

The methodology used in the study for the fulfillment of the objectives and proving the hypothesis is; Market prices of 5 large cap IT companies have been taken for the months April to July 2020 (FY starting from 1st April 2020 to 20th July 2020). A final portfolio is made at the end to know the changes (increase/decrease) in the portfolio to understand the market performance of the company along with analysis of risk and return and investment prospects.
2.1. Sources of Data

Secondary Data: The secondary information was collected from the records and published annual reports of the IT companies, websites of IT companies and BSE, Magazines, Books, newspapers and Journals, etc.

2.2. Research Gap

There are many studies in the past that determined relationship between risk and return of various stocks in stock market. After the outbreak of COVID-19, the economy became unstable as businesses came to a halt during lockdown, flow of cash was restricted across domestic and international borders and trades between international borders closed. Investment in stock market became all the riskier than before during this period. Hence, the researcher attempted to analyze the portfolio of large cap securities in the IT sector using risk and return as the major determinants for probable investment. A study of this kind has not been conducted considering the pandemic in mind and its effect on the portfolio and returns of the investor.
BSE Index Turnover

Table 1. BSE Index Turnover

	Year
	High
	Low
	Close
	PE Ratios
	PB Ratios
	Dividend Yield

	July 2020
	37,478.87
	34,927.20
	37,418.99
	24.19
	2.73
	1.06

	June 2020
	35,706.55
	32,348.10
	34,915.80
	21.82
	2.58
	1.09

	May 2020
	32,845.48
	29,968.45
	32,424.10
	19.46
	2.36
	1.21

	April 2020
	33,887.25
	27,500.79
	33,717.62
	18.78
	2.39
	1.34

	2020-2021 (Till July)
	37478.87
	27500.79
	37418.99
	20.91
	2.5
	1.18


Source: BSE SENSEX, India; Compiled by researcher
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Figure 1. BSE Index Turnover

It is inferred from the table that the BSE turnover reached its highest of Rs. 37,478.87 crores in the month July 2020. During COVID-19 lockdown, the markets performed moderately. Majority of stocks in BSE have hovered closely to 200-day moving average levels bringing the markets at equilibrium and going forward with high liquidity would ensure higher returns. The Price-to-Earnings (PE) ratio has increased from 18.78% in April 2020 to 24.19% in July 2020. The Price-to-Book (PB) ratio has increased from 2.39% in April 2020 to 2.73% in July 2020. The dividend yield was high in April 2020 (1.34%) which reduced to 1.06% in July 2020.
BSE Equity Segment – Market Performance

Table 2. BSE Equity Segment – Market Performance

	Year
	Securities Traded
	No of Trades
	Traded Quantity
	Turnover
	Average Turnover
	Average Trade size
	No. of days

	July 2020
	43,637
	31,118,465
	647.79
	47,694.67
	3,406.76
	15,327
	14

	June 2020
	66,159
	55,577,086
	1,082.35
	110,192.70
	5,008.76
	19,828
	22

	May 2020
	52,018
	31,429,073
	508.3
	65,018.99
	3,422.05
	20,688
	19

	April 2020
	50,291
	34,913,245
	388.85
	44,476.34
	2,470.91
	12,740
	18


Source: BSE SENSEX, India; Compiled by researcher

It is inferred from the table that the market performance in the equity segment had the highest turnover of Rs. 110,192.70 crores in the month June 2020 with trading of 1,082.35 crore shares. During COVID-19 lockdown in April and May, the traded quantity remained low, 388.85 and 508.3 crores respectively. The markets performed moderately during the lockdown but the trades significantly improved in June.
Actively traded securities on BSE from April 2020

Table 3. Actively traded securities on BSE from April 2020

	Rank
	Security Name
	Turnover (Rs. Cr.)
	% Share in Total turnover
	Market Capitalization as on
	% Share in Total Market Capitalization

	1
	BAJAJ FINANCE
	2,904.03
	6.09
	207,062.24
	1.41

	2
	RELIANCE IND
	2,829.36
	5.93
	1,215,505.17
	8.27

	3
	INDUSIND BANK
	1,222.93
	2.56
	36,621.09
	0.25

	4
	IDEA
	1,134.17
	2.38
	25,975.55
	0.18

	5
	HDFC BANK
	1,034.01
	2.17
	615,603.39
	4.19

	6
	SBIN
	1,019.03
	2.14
	170,147.27
	1.16

	7
	IBULHSGFIN
	1,017.61
	2.13
	9,412.77
	0.06

	8
	INFOSYS
	898.68
	1.88
	400,963.65
	2.73

	9
	AXIS BANK
	872.79
	1.83
	122,288.39
	0.83

	10
	TCS
	702.38
	1.47
	829,183.28
	5.64

	11
	ICICI BANK
	654.86
	1.37
	232,752.13
	1.58

	12
	ALOKTEXT
	624.01
	1.31
	-
	-

	13
	BHARTI AIRTEL
	620.4
	1.3
	314,103.69
	2.14

	14
	RBL BANK
	597.01
	1.25
	8,892.27
	0.06

	15
	M&MFIN
	591.13
	1.24
	14,183.88
	0.1

	16
	IOLCP
	482.25
	1.01
	4,079.72
	0.03

	17
	BAJAJ FINSV
	473.53
	0.99
	105,321.65
	0.72

	18
	TATA MOTORS
	471.34
	0.99
	32,434.21
	0.22

	19
	HDFC
	440.12
	0.92
	310,002.52
	2.11

	20
	TATA STEEL
	408.23
	0.86
	39,701.70
	0.27

	21
	BANDHAN BANK
	395.3
	0.83
	56,448.91
	0.38

	22
	WIPRO
	392.86
	0.82
	154,728.29
	1.05

	23
	HINDUNILVR
	378.26
	0.79
	547,462.83
	3.73

	24
	MARUTI
	371.25
	0.78
	177,239.40
	1.21

	25
	JINDAL STEEL
	344.98
	0.72
	18,068.83
	0.12

	26
	ITC
	333.3
	0.7
	234,692.77
	1.6

	27
	KOTAKBANK
	321.33
	0.67
	260,925.10
	1.78

	28
	L&T
	293.69
	0.62
	128,759.20
	0.88

	29
	BHEL
	287.05
	0.6
	13,231.84
	0.09

	30
	GLENMARK
	286.17
	0.6
	11,817.20
	0.08


Source: BSE SENSEX, India; Compiled by researcher

The above table shows the actively traded securities on BSE from April 2020. Out of the 5 large cap IT companies selected for the study, Infosys, TCS, Wipro and L&T infotech was actively traded on the BSE. Infosys trade is ranked at 8th position, TCS at 10th position, Wipro at 22nd position and L&T at 28th position. Infosys recorded the highest turnover of Rs. 898.68 crores followed by Rs. 702.38 crores of TCS, Rs. 392.86 crores turnover of Wipro and Rs. 293.69 crores turnover of L&T Infotech. TCS has the highest market capitalization of Rs. 829,183.28 crores, followed by Infosys Rs. 400,963.65. TCS has 5.64% share in total market capitalization, followed by Infosys, 2.73%. Wipro has 1.05% share in total market capitalization.

Large Cap IT Stock on BSE

Table 4. Large Cap IT Stock listed on BSE

	Company Name
	Group
	High
	Low
	Last Price
	% Chg
	Value (Rs. cr.)

	
	
	
	
	
	
	

	Infosys
	A
	949.4
	929.35
	935.05
	0.16
	62.05

	Wipro
	A
	281.5
	272.5
	275.85
	1.85
	24.09

	TCS
	A
	2240.7
	2202
	2207.9
	-0.08
	16.98

	Larsen
	A
	942
	921
	937.95
	2.02
	9.68

	HCL Tech
	A
	662.3
	643.25
	652.3
	0.59
	12.83


Source: BSE SENSEX, India; Compiled by researcher
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Figure 2. Large Cap IT Stock listed on BSE

The above table shows the large cap IT stocks on BSE selected for the study. The prices of the stocks varied by a small percentage. The overall performance of companies like Infosys and Wipro are amongst a few that witnessed advances in trade and gave an impression of a good head start to the earnings season. These companies surged on the back of sound operating margin expansion and future growth guidance in the range of 1-2%. One of the largest software services firm Tata Consultancy Services reported its Q1FY21 net profit at Rs. 7,008 Crs vs. Rs. 8,049 Crs the previous quarter. IT giant's constant currency revenue growth has also slipped to -6.9%. However, taking a forward-looking view, the IT major has given a glimmer of hope that margins in coming quarters would be back to pre-COVID-19 levels by Q4FY21. Its software and IT service verticals are also expected to accelerate growth post COVID-19. It would be interesting to judge future growth of other manufacturing and service companies from their Q1FY21 results and management commentary.
Data Analysis and Interpretation

Table 5. Calculation of Average Returns of the Companies

	Sl. No.
	Company
	Return

	1
	Infosys
	1.86

	2
	HCL
	0.62

	3
	L&T
	1.24

	4
	Wipro
	0.37

	5
	TCS
	3.3
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Figure 3. Average Returns of Large Cap IT Stocks

Companies from the IT sector listed on BSE were chosen for the study to ascertain returns. It was found that TCS paid highest returns of 3.3% followed by Infosys paying returns of 1.86%. A moderate dividend yield/return of 1.24% was generated by L&T Infotech. HCL Technologies and Wipro generated low returns of 0.62% and 0.37%. The analysis clearly indicates that the performance of all the stocks in IT sector was not similar. Companies generated a combination of moderate and low returns inferring that returns of the stocks depended on the individual performance of the company, not sector as a whole.

Table 6. Calculation of Risk of the Companies

	Sl. No.
	Company
	Risk

	1
	Infosys
	0.82

	2
	HCL
	0.72

	3
	L&T
	0.66

	4
	Wipro
	0.61

	5
	TCS
	0.68
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Figure 4. Risk of Large cap IT stocks

Companies from the IT sector listed on BSE were chosen for the study to ascertain risk. It was found that Infosys had highest risk of 0.82% followed by HCL technologies of 0.72%. L&T infotech, Wipro and TCS had moderate beta values of 0.66, 0.61 and 0.68 respectively indicating moderate risk of securities. The analysis clearly indicates that the risk performance of all the stocks in IT sector was not similar. Companies had a combination of high and moderate risk inferring that risk, like returns depended on the individual performance of the company, not sector as a whole.

Risk and Returns
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Figure 5. Risk and Return in selected IT companies

The above graph shows the risk and returns of all the selected IT companies. It was observed that the returns in all companies were higher than the risk of securities, except for HCL technologies and Wipro. However, the risk in HCL technologies and Wipro was relatively low. Companies having low risk with high return are Infosys, HCL technologies and L&T Infotech. Companies having low risk with medium return are Wipro and TCS.

Table 7. Test of Correlation

	
	Return
	Risk

	Return
	1
	

	Risk
	0.275
	1


As part of identifying the portfolio risk, the relationship among the risk and return for the five selected IT companies needs to be identified. Correlation was used and the possible outcome of correlation among the risk and return of stocks might be positive correlation, negative correlation and no correlation. The above table, with respect to five selected IT companies showed a moderate correlation between risk and return with a value of 0.275.

Generally, the potential return of an investment depends on the high risk of securities. There is no guarantee to get higher returns of accepting high risk securities. If investor wants to reduce the risk, there is only one way to minimize i.e., diversification. Diversification enables investor to reduce the risk of investor portfolio without sacrificing potential returns. Once portfolio is fully diversified, investor has to take additional risk to earn higher potential returns on portfolio.

Results of Hypothesis 1: There is a moderate relationship between risk and return of selected large cap securities of IT sector listed on BSE.
3. Conclusions
As the average return of securities, Infosys, L&T Infotech and TCS generated high returns, the investors who are willing to earn more returns, can invest in Infosys, L&T Infotech and TCS. As the securities of Infosys and HCL technologies had highest risk, investors should be careful while investing in these securities and investors who are not willing to take high risk can invest in portfolio L&T Infotech, Wipro and TCS as they have moderate beta values. Investors are always diversifying their investments in different sectors stocks to overcome the risk of drastic fall of stocks due to fundamental weakness of company. The investor must select the right advisory body which has sound knowledge about the product which they are offering. Good advisory body always gives proper suggestions to investors which will help to get higher returns with lower risk.

The study found a theoretical linkage between risk and return which was statistically tested and a moderate relationship between risk and return of selected large cap securities of IT sector listed on BSE was found implying that the portfolio mediates the relationship between risk and return to a moderate degree.
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