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Abstract: The global economic meltdown has influenced all the sectors of the Indian capital market and economy. Its impact is 
more noticeable on the Indian capital market and the sectoral indices. The indices are declining and the markets are following 
the same trend. The BSE Sensex has been the worst strike among the Indian stock market indices. The other sectoral indices 
are also following the Sensex until a revival in the last quarter of 2008. Because of the declining trends in the capital markets, 
the investors are in a dilemma whether their investments will be safe or not. Even through the situation has stabilized a little 
bit now on 2009, still there is an ambiguity among the investors about the performance of the indices. In this backdrop, an 
attempt was made to study the performance of the sectoral indices in comparison with Sensex on Bull period and Bear period. 
The author has taken the data of the last Five financial year which parts of bull period and bear period, the studied the 
correlation co-efficient to establish the relationship between the selected sectoral indices and BSE. Thirteen leading sectoral 
indices were taken for the analysis, which have a significant impact on the total economic situation of last five years of the 
country. 
 
Keywords: BSE, Sensex, Stock Market, Indices, Investment, Dilemma. 

I.  INTRODUCTION  

Indian financial market has been going through a fascinating change and it opened up excellent business and investment 
opportunities in the financial sector, much growing financial service sector and public are more aware about financial products. 
The growth and evolution of the financial market led to the development of well-structured capital market with attractive 
investment opportunities for the individual investors. The development of capital market have led to the development of 
regulatory bodies which amend new for financial service provided as per the requirement of the market, also development of 
various sub-market which called as indices, indices were provide authentic information to investors. Financial regulation and 
innovations have changed the whole structure and functioning of the financial markets of many industrialized countries since 
1990s. Initially the stock market index was formed and later on the sectoral indices developed and these are comprehensively 
providing the necessary information to the investors to invest their funds for productive utilization of the country. Understanding 
the importance of the stock market indices, a study has been initialized to establish a relationship between the leading stock 
market index of the country, the SENSEX and thirteen significant sectoral indices, which are of prime importance to the overall 
performance of the economy. The relation of SENSEX with these indices has been computed with the help of the statistical tool; 
correlation co-efficient. Further, the study has been taken the financial year April 2008 to March 2009, as this has been the period 
which has witnessed the impact of global financial crisis, than after on April 2009 to March 2010 first quarter has been recover of 
the market, on the April 2010 to March 2014 has considering aging bull market. 

 

II.  BOMBAY STOCK EXCHANGE  

The Bombay Stock Exchange is the first and leading stock exchange in India, which obtained permanent recognition in 1956 
from the Government of India the Securities Contract Act 1956. BSE’s pivotal and pre-eminent role in the development of the 
India capital market is widely recognized throughout the country, BSE provides an efficient and transparent market for trading in 
equity, debt instruments and derivatives. It has a nationwide reach with its mark in more than 359 cities and town of India. BSE 
has always been on par with the international standards. Keeping in view the larger interests of the investors, the systems and 
processes are designed to safeguard market integrity and enhance transparency in operations. BSE is the first exchange in India 
and the second in the world to obtain ISO 9001:2000 certifications. It is also the first exchange in the country and second in the 
world to receive information security management system standard BS 7799-2-2002 certification for its On-Line Trading System 
popularly known among the market as BOLT. 
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III.  SENSEX 

The BSE’s index, SENSEX is India’s first stock market that enjoys a specific identify and is tracked worldwide. It is an index 
of leading 30 stocks representing 12 major sectors. The SENSEX is constructed on a “free float” methodology, and is sensitive to 
market sentiments and market realities. Apart from the SENSEX, BSE offers 21 indices, including 12 sectoral indices. The 
SENSEX is the guide to all the investors of the country. In one way it regulates the inflow and outflow of funds into the 
companies listed in the exchange. 

 

IV.  SECTOR INFORMATION  

A. AUTO 

The Indian automobile sector is one of its most vibrant industries. The industry accounts for 22 per cent of the country's 
manufacturing gross domestic product (GDP). It comprises passenger cars, two-wheelers, three-wheelers and commercial vehicles 
and is currently the seventh-largest in the world with an average annual production of 17.5 million vehicles, of which 2.3 million 
are exported. The Indian auto market has the potential to dominate the global auto industry, provided a conducive environment is 
created for potential innovators to come up with new pilot projects. 

B. BANKEX  

India is considered among the top economies in the world, with tremendous potential for its banking sector to flourish. The last 
decade witnessed a significant upsurge in transactions through ATMs, as well as internet and mobile banking. The country's 
banking industry looks set for greater transformation. With the Indian Parliament passing the Banking Laws (Amendment) Bill in 
2012, the landscape of the sector has duly changed. 

C. CONSUMER DURABLES 

India is expected to become the fifth largest consumer durable market in the world; the market is expected to reach US$ 12.5 
billion by FY 15 from US$ 7.3 billion in FY 12. 

D. CAPITAL GOODS 

A capital good is a durable good (one that does not quickly wear out) that is used in the production of goods or services. Capital 
goods are one of the three types of producer goods, the other two being land and labor, which are also known collectively as 
primary factors of production. This classification originated during the classical economic period and has remained the dominant 
method for classification. 

E. FMCG 

The fast moving consumer goods (FMCG) segment is the fourth largest sector in the Indian economy. The market size of 
FMCG in India is estimated to grow from US$ 30 billion in 2011 to US$ 74 billion in 2018. 

F. HEALTHCARE  

Healthcare, in itself, is a high-cost sector for both end-users and providers, billing at an average of 10.5% of GDP on a global 
basis. (World Healthcare Outlook, Economist Intelligence Unit). The costs support several ancillary industries, be it 
pharmaceuticals on one end or the health insurance segment on the other. 

G. IT 

The information technology (IT) and information technology enabled services (ITeS) industry has been one of the key driving 
forces fuelling India's economic growth. The industry has not only transformed India's image on the global platform, but also 
fuelled economic growth by energizing the higher education sector (especially in engineering and computer science). It has 
employed almost 10 million Indians and hence, has contributed a lot to social transformation in the country. 

H. METAL  

Industries in the Fabricated Metal Product Manufacturingsubsector transform metal into intermediate or end products, other 
than machinery, computers and electronics, and metal furniture, or treat metals and metal formed products fabricated elsewhere. 
Important fabricated metal processes are forging, stamping, bending, forming, and machining, used to shape individual pieces of 
metal; and other processes, such as welding and assembling, used to join separate parts together. The sector is classified under the 
2007 North American Industry Classification System (NAICS) as 332. 
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I.  OIL AND GAS 

The Indian oil and gas industry is expected to be worth US$ 139,814.7 million by 2015. India’s economic growth is closely 
connected to energy demand. The need for oil and gas is therefore projected to grow further, providing vast opportunities for 
investment. 

J. POWER 

Power can be generated from coal, water, wind, nuclear & non-renewable energy resources. Power sector is broadly divided 
into generation, transmission & distribution. NTPC is the leader in power generation with installed capacity of more than 30000 
MW. Transmission & distribution loss had always been a key concern for the Indian power companies. 

K.  REALITY  

The market size of real estate sector in India is projected to reach US$ 180 billion by 2020. The expected growth rate of the 
industry is at a compound annual growth rate (CAGR) of 19% for the period 2010–2014, with Tier I metropolitan cities 
contributing to almost 40% of this growth. 

 

V. FRAME OF FREE FLOAT METHODOLOGY  

SENSEX is calculating using the “Free Float Market Capitalization” Methodology, wherein the level of index at any point of 
time reflects the free float market value of 30 components stocks relative to a base period. The full market civilization of a 
company is determined by multiplying the price of its stock by the number of shares issued by the company. This market 
capitalization is further multiplied by the free float factor to determine the free float market capitalization. Initially the index 
calculation was based on full market capitalizations, later on to give more realistic version of the trading activities, the free float 
methodology has been adopted by the stock exchange. 

VI.  RESEARCH DESIGN 

A. SCOPE OF THE STUDY 

The study would cover the pattern SENSEX selected thirteen indices. It’s included nine to ten major sectors on SENSEX. 
Within the time frame from 2009 to 2014, which is further take into consider all the month. 

B. OBJECTIVES OF THE STUDY 

1. A study the impact on portfolio construction and diversification of portfolio from selected sectors. 
2. To compared the performance of selected individual indices. 
3. To analyse the performance of the indices during Bear Run period and Bull Run period. 
4. To guide the investor regarding diversify in the portfolio. 

C. HYPOTHESES 

1. H0 : There is not significance difference on performance of correlation co-efficient between SENSEX and Indices. 

2. H1 : There is significance difference on performance of correlation co-efficient between SENSEX and Indices. 

D. DATA COLLECTION 

The present study is of analytical nature and accordingly, the use is made secondary data collected from SENSEX and other 
information collected from business newspaper, websites and magazines. Indices data have been collected from SENSEX website 
only. 

E. SAMPLES SIZE 

Thirteen leading sectoral indices were taken for the analysis, which have a significant impact on the total economic situation of 
last five years of the country. Sectoral were included as AUTO, BANKEX, CONSUMER DURABLES, CAPITAL GOODS, 
FMCG, HEALTHCARE, IT, METAL, OIL & GAS, POWER, REALITY, PSU, TECK. 

F. DATA COLLECTION METHOD: 

This study is mainly based on secondary data. All the data of thirteen Sectoral Indices have been collected on website of 
National Stock Exchange. Also refers some others website which again part of secondary sources. 
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G. FUNDAMENTAL TECHNIQUES 

1. Mean: 
Average value of sample, other words said that average represented all the samples. 

 
2. Correlation of Co-efficient: 
A broad class of statistical relationships between two or more random variables or observed data values. 
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All other indices were similarly treated with the same equation to ascertain the relationship on BSE SENSEX and its indices. 

The following table 6 signifies the correlation co-efficient of the selected indices from last five years. 
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Table: 6 
Correlation of Co-efficient from Last Five Years 

Sr. 
No. 

Sectoral Indices 
Correlation of Co-efficient with BSE SENSEX 

2009-2010 2010-2011 2011-2012 2012-2013 2013-2014 
1 Auto 0.95 0.95 0.46 0.95 0.98 
2 Bankex 0.94 0.91 0.50 0.97 0.60 
3 Consumer Durables 0.89 0.95 0.90 0.94 0.68 
4 Capital Goods 0.85 0.38 0.79 0.60 0.24 
5 FMCG 0.64 0.45 -0.30 0.52 0.30 
6 Healthcare 0.78 0.73 0.56 0.98 0.0071 
7 IT 0.96 0.78 0.77 0.54 0.90 
8 Metal 0.96 0.78 0.40 -0.71 0.56 
9 Oil & Gas 0.36 0.30 0.90 0.091 0.52 
10 Power 0.58 0.73 0.90 0.21 0.74 
11 Reality 0.23 0.96 0.94 0.22 0.86 
12 PSU -0.13 0.95 0.96 0.54 0.93 
13 Teck 0.78 -0.0030 0.63 -0.15 -0.39 

 
Graph: 1 – Correlation of Co-efficient from Last Five Years 
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� 2009-10 to 2010-11 Sensex price raise Rs. 2848.59 but Bankex price raise more than Sensex Rs. 3348.759 and Reality 

sector down Rs. -596.82. 
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� 2010-11 to 2011-12 Sensex price down Rs. -1193.76 at compare to FMCG sector raise by Rs. 660.76 and also Auto, 
Healthcare and Consumer Durable sector raise but Capital Goods, Metal, Oil and Gas, and PSU sector are down more than 
Sensex. 

� 2011-12 to 2012-13 Sensex price increase Rs. 817.78. Auto, Bankex, FMCG and Healthcare sector are more than grow at 
Sensex and Capital Goods, Metal, Oil and Gas, Power, Reality, PSU and Teck sector are down. 

� 2012-13 to 2013-14 Sensex price raise Rs. 1991.07 at compare Healthcare and IT sector raise more than Sensex price and 
Bankex, Capital Goods, Metal, Power, Reality, and PSU opposite of Sensex price. 

� Sensex price last five year 2009 to 2014 average raise by Rs. 4463.68 at compare Auto sector and Healthcare sector grow 
more than Sensex and Bankex, IT and FMCG sector are grow at same level of Sensex other sector Metal, Power, Reality, 
PSU, Oil & Gas and Consumer Durable sector are last five year average opposite of Sensex price. 

 


