Volume-2, Issue-8, August-2015 ISSN: 2349-7637 (Online)

\e.
j(: RESEARCH HUB - International Multidisciplinary Research Journal
L (RHIMRJ)

Research Paper
Available online at: www.rhimrj.com

Investment Decision in Stock Market: An Application

of Technical and Fundamental Analysis
(A Study of Selected Industries)

Mr. Pintu N. Pastagiy
Research Scholar,
Commerce,
Veer Narmad South Gujarat University,
Surat, Gujarat (India)

. INTRODUCTION

The current changing scenario of the overall economy, po€éhe goods (inflation rate) is increased. Reservek Bamndia
reduces the normal rate of return, therefore people noy teadvest their money in bank. Stock market is the ordg@Mwhere
investors are ready to invest their money. Many irorsstivest their money in stock market on a random basighairdaim is to
maximize return and to minimize risk. But many a timesytsuffer a big lose. Fundamental Analysis as well ahrieal
Analysis are the techniques which helps investors in asidacmaking process-what to buy and sell and when to bugelhd
The article mainly focuses on Fundamental Analysis and Teah#ihalysis (A Study of Selected Industries)”.dkes the help of
these factors-returns, risk, liquidity, Volatility and Sgfeédne should invest in the best suitable and less risky sshenscrip. In
the analysis of ten different scripts, the returnscateulated. On the basis of this, the best alternativenfestment is suggested.
This article can help all types of investors in taking gtreent decisions and can increase their productivity.

1. OBJECTIVES

The main objectives of the article are:
« To highlights how to minimize investors risk and maximiegirns in up and down market.
 To identify what to buy or sell and when to buy or sell.
» To conduct a company stock valuation and predict its probaiske gvolution
» To determine various financial ratios and make investmecisibn.

. ScopPE OF THE STuDY

The study is restricted to the two different industri@sanalysis i.e. Banking industry & Steel industryebch industry five
companies are selected on a random basis. In banking ieduState Bank of India, Punjab National Bank, Bank abBa,
ICICI Bank Ltd., Dena Bank were selected. In steel ingiuEata steel, Jindal steel, Bhushan steel, Steel ofohityhof India,
Ispat steel were selected for the study purpose.

V. METHODOLOGY OF THE STUDY
The study is purely based on secondary data. The segatatarcollected from various secondary sources such apaygsvs,
internet sites, magazines and companies financial reflwetscripts are analyzed with the help of 5 day movingageer20 day
moving average, 30 day moving average and various financia.ratio
Moving Averages:

Moving average means average of the share pricespafcifis period. In order to calculate, as an example5ttay (here the
period is 5 and measured in days) moving average, dusidf out the daily closing price of the particular scriptstaed take the
sum of last 5 days closing price and divided by 5.

5 Days MA = Sum of last 5 days closing price of ai@aler script

5

Same methods use for the 20 day moving average and 30 daygraoerage.
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ii. Financial Ratios:

Ratio analysis is predominately used by proponents of fuedhanalysis. There are many ratios that can belatddufrom
the financial statements:

Earning Per Sha Net Profit Margir
Cash Earning Per Shi Debt— Equity Ratic
Book Valug Current Rati
Operatilg Profit Margir Quick Ratic

Gross Profit Margi Dividend Payout Rat

V. FUNDAMENTAL ANALYSIS

Fundamental analysis of a business involves analyzing its falestatements and health of its management. It focus#son
overall state of the economy, interest rates, productiamiregs, and management. Fundamental analysis is perfaomed
historical and present data, but with the goal of makimancial forecasts. Fundamental analysis considers ltaess steps:

[ FUNDAMENTAL ANALYSIS ]

1 1
[ ECONOMIC ANALYSIS ] [ INDUSTRY ANALYSIS ] [ COMPANY ANALYSIS ]

For the fundamental analysis, only company analysis sdlémtehe study purpose. In company analysis, only finamatads
were used to analyzed whether the company is fundamestiadhyg or not for the investment.

Table 5.1
Banking Industry
Each Year Various Financial Ratios of the Banking ©mpanies

COMPANIES NAME
Sr.No. RATIOS STATE BANK OF INDIA_| PUNJAB NATIONAL BANK | BANK OF BARODA ICICIBANK LTD. DENA BANK
2009 | 2008 | 2007 | 2009 | 2008 | 2007 | 2000 | 2008 | 2007 | 2009 | 2008 | 2007 | 2009 | 2008 | 2007

1 EPS (Rs.) 14367 | 106.56| 86.20 98.03  64.94  48.84  6Lf4  39/418.182| 33.78| 37.37| 3459 1474 1254 7.3
2 CEPS (Rs) | 155.59| 117.53| 97.73|  104.0 70.3 5502  67.47 4578351 | 30.87| 42.56| 4064 1567 1357 814
3 Book Value (Rs) | 41.28 | 776.48| 594.64  41.28) 34198  321.65 35257 180B.237.46| 4452 417.64 2704 67.95 5462 4324
4 OPM (%) 195 | 1920 | 17.72| 218| 2174 194 18p 1594 1617413 | 14.45| 1333 913 693 324
5 GPM (%) 18.48 | 18.09| 1635 2093  20.67 17.4 1681 1417 41411236| 12.99| 11.4] 84| 592 14
6 NPM (%) 1203 | 11.65| 10.12| 13.76] 126§ 1253  12.86  10/38 2210, 9.74 | 1051| 10.8] 1095 1141 8.3
7 Debt/Equity | 12.81 | 1096 | 13.91| 15.96| 1544 1379 1499 1377 4414 442 | 527 | 95| 2209 2167 2233
8 CurrentRatio | 0.34 | 053 | 042 0.27 0.29 039 027 03¢ 061 078 .720| 061 | 026| 035 0.9
9 Quick Ratio 574 | 615 | 652 9.75 9.4 11.1| 962 965  11.p9  5/94 .426| 6.04 | 10.89| 10.9 1158
10 | Dividend payout | 229 | 22.64 | 18.98| 23.86| 234 307 1722 23f5 245866 | 33.12| 3389 952 937 1331

Table 5.1 highlights various financial ratios of the bagkiompanies operate in the banking industry.

> EPS ratio of various banking companies increased year by eam April 2007 to March 2009 SBI EPS ratio
increased 66.50%. PNB, BOB and Dena bank EPS ratio rtseased 200.72%, 216.96%, 109.67% respectively.
Only from April 2008 to March 2009 ICICI bank’s EPS raticzsed -9.61%.

» Table 5.1 also shows that CEPS ratio of various bank inereased. From April 2007 to March 2009 SBI CEPS ratio
increased 59.20%. PNB, BOB and Dena bank CEPS ratioredssased 89.19%, 101.34%, 92.51% respectively. It is
a very good situation for the banks. Only from April 2008terch 2009 ICICI bank’s EPS ratio decreased -2.39%.

» OPM ratio was also increased year by year. From Apfir20 March 2009 SBI OPM ratio increased 1.78%, PNB,
BOB, ICICI bank and Dena bank OPM ratio also increas8@92, 2.03%, 0.8%, 5.89% respectively. It shows that
financial positions of the banks are very good.

» Table 5.1 also highlights that GPM ratio of various bankse increased. From April 2007 to March 2009 SBI GPM
ratio increased 2.13%. PNB, BOB, ICICI bank and Den#§aPM ratio also increased 3.13%, 2.67%, 0.95%, 6.6%
respectively.

» NPM ratio was also increased year by year. From Api72@ March 2009 SBI NPM ratio increased 1.91%. PNB,
BOB and Dena bank NPM ratio also increased 1.23%, 2.6492.&b&b6 respectively. Only ICICI bank NPM ratio
decreased 1.05%

» Table 5.1 also shows that Current ratio and Quick de@eased year by year.
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Table 5.2
Steel Industry
Each Year Various Financial Ratios of the Steel Copanies
COMPANIES NAME
TATA STEEL JSW STEEL LTD. BHUSHAN STEEL LTD. SAIL | SPAT STEEL LTD.

NO. | RATIOS | 200¢ 200¢ | 2007 200¢ 200¢ 2007 200¢ 200¢ 2007 200¢ | 200¢ | 2007 | 200¢ | 200¢ 2007
EPS

1 (Rs.) 69.7 63.85| 7224 22.96 90.84 77.0 992 99.77 73.76 1495 | 1825 1502  -56 0.2§ -0.0f
CEPS

2 (Rs.) 83.02 | 75.27| 86.85 67.21 127.58 11412  154.39149.54 122,95 | 18.37| 2142 182 5.6 5.9 5.0B
Book
Value

3 (Rs) 345 | 296.65| 236.84 41007  349.99  310.92 347 290 285.96 20 18 41.6 14.6§  14.94 15.31
OPM

4 (%) 37.68 | 41.94| 39.61 20.42 29.4 32.7 21.93 19.98 16.4 2041 | 2819| 28.09] 1511 1518 21.23
GPM

5 (%) 33.69 377 34.91 14.51 23.4 26.9 17.22 14.92 10.94 17.48 25.1 24.56, 2.87, 7.59 12.9p
NPM

6 (%) 21.09 | 23.43| 2353 3.23 14.9] 14.9 8.4 10.9 148 | 134 18.16| 17.38]  -7.27 0.4 -0.13
Debt /

7 Equity 1.34 1.08 0.69 151 1.06 0.84 3.9 3.52 2.6f 0.26 0.13 0.24 1022  12.2§ 14.81
Current

8 Ratio 0.97 3.92 1.77 0.52 0.58 0.76 1.67 1.6 1.87 1.82 1.73 1.59 1.26 1.25 1.58
Quick

9 Ratio 0.57 3.52 1.37 0.28 0.27, 043 0.91 0.8% 1.0f 124 1.23 1.01 0.52 0.53 0.8
Dividend

10 | payout 27.15 | 29.39|  26.15 6.24 18.3p 18.8p 2.94 2.43 3.96 20.32 | 2371| 23.83

Table 5.2 highlights various financial ratios of the steghpanies operate in the steel industry.

>

EPS ratio of Bhushan steel Itd. increased year by yeam Rpril 2007 to March 2009 EPS ratio increased 34.49%.
From April 2007 to March 2009 Tata steel, JSW steel, SAASHEatio decreased by 3.64%, 70.21% and 5.79%
respectively.

Table 5.2 also shows that CEPS ratio of Bhushan steelithispat steel increased year by year. From April 2007 to
March 2009 CEPS ratio increased 25.57% and 11.33 respsc#vei. April 2007 to March 2009 Tata steel, JISW
steel, SAIL CEPS ratio decreased by 3.64%, 70.21% ald&r@spectively.

Book value of steel companies increased year by Ye#&r.very good for the steel companies. From April 2007 to
March 2009 Book value of Tata steel, JSW steel and Bhusbelnrscreased 45.68%, 31.89%, 28.34% respectively.
OPM ratio of Bhushan steel Itd. increased year by.y&@m April 2007 to March 2009 OPM ratio increase@%5
From April 2007 to March 2009 Tata steel, JSW steel, S&id Ispat steel OPM ratio decreased 1.93%, 12.37%,
7.68% and 6.12% respectively.

Table 5.2 also highlights that GPM ratio of Bhushan dtdelncreased year by year. From April 2007 to Nia2©09
OPM ratio increased 6.28%. From April 2007 to March 2088 Bteel, JISW steel, SAIL and Ispat steel GPM ratio
decreased 1.22%, 12.48%, 7.68% and 6.12% respectively.

NPM ratio Bhushan steel Itd. increased year by yeamFApril 2007 to March 2009 EPS ratio increased 0.28%.
From April 2007 to March 2009 Tata steel, JSW steel, SARMNratio decreased 2.44%, 11.75%, 3.98% respectively.
Table 5.2 also shows that Current ratio and Quick de@eased year by year.

VI. TECHNICAL ANALYSIS

“Technical analysis is the study of market action primgahtough the use of charts and for the purpose of forecdstitge
price trends.”

Note: MARKET ACTION = PRICE + VOLUME

"It refers to the study of the action of the marketlfitss opposed to the study of the goods in which the market. deals
Technical Analysis is the science of recording, usuallgraphic form, the actual history of trading (price changekime of
transactions, etc.) in a certain stock or in “the Averaged then deducing from that pictured history the probabledutend."

For the Technical Analysis, first found out the last threaryedaily OPENING, HIGH, LOW AND CLOSING price of a
particular script. Then, on the basis of these prices fawtdhe 5 day moving average, 20 day moving average and 30 day
moving average. From these averages any one can chetkritieof share price- last 30 days the share price w=tiaously
increased or decreased. Then, found out each year TOBGIRHOM share price and found out DIFFERENCE betweeratap
bottom share price. These differences give better idesat alve investment decision and return.
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Table 6.1
Banking Industry
Each Year Top, Bottom and Difference between Top ahBottom of Various Banking Companies
(Amount in Rs.)

COMPANIES NAME
STATE BANK OF INDIA PUNJAB NATIONAL BANK BANK OF BA RODA ICICI BANK LTD. DENA BANK
2009 2008 2007 2009 2008 20097 2009 2008 2007 2009 008 2 2007 2009 2008 2007
TOP 1935 2475..3 137 751 1 700 465 501 165 BO7 4651 1348 63.5 99.55 94.5
BOTTOM 911 845 684 286.4 332 400 1805 188.3 188.5 252.75 282.2 412 27. 244 28|15
DIFF. 1024 1630.3 699 464.8 389 300 274.5 31p.7 276 554.25 1182.8 934 36.4 75.15 6
GROWTH | 112.40%| 192.939 101.60%  162.40%  117.1/% 15%52.08% | 166.04%  146.68%  219.29%  419.3%%  227.18% .31%¢| 307.99%| 196.499

Table 6.2
Steel Industry
Each Year Top, Bottom and Difference between Top ahBottom of Various Steel Companies

=

79

0

(Amount In
Rs.)
COMPANIES NAME

TATA STEEL JSW STEEL LTD. BHUSHAN STEEL SAIL ISPAT STEEL
2009 2008 2007 200 2008 2047 20p9 2dos 2007 J009 008% 2007 2009 2008 200
TOP 496.4 952 1048 762.1p 13658 1389 1105 1730 5165 186 288.7 2925 28.4 84.65 87l
BOTTOM 148.65|  146.35 399 163.65 170[4 381 260]05 029 369 70 55.25 82.7 9. ] 10.§
DIFF. 347.75|  805.65 644 5985  1195/4 1008  844l95 401 1286 116 2335 209.8 19.15 75.65 76
GROWTH | 233.04%| 550.50% 16266% 36572% 70L5B% 786 324.02%| 496.51% 34851% 16571% 422.6p% 253.$990591%| 840.56% 723759

Table 6.1 shows last three years top and bottom share pricdiffer@nce between top and bottom of various banking
companies.

» In the year 2007, the top share price of State Bank of Indi&R&a$379 and bottom price was Rs. 684 and, difference
between top and bottom was Rs. 695. In year 2008 and 2009 teppslte was Rs. 2475.3 and 1935, and bottom
price was Rs. 845 and 911 respectively and differenceelettop and bottom was Rs. 1630.3 and 1024 respectively.
It indicates that if investors are able to catch the e@uity bottom price Rs. 684 in 2007 and hold it for any yaar c
enjoy more than 100% return.

» Table 6.1 also highlights that in the year 2007, the topeghréce of Punjab National Bnank was Rs. 700 and bottom
price was Rs. 400 and, difference between top and bottorRsveg00. In year 2008 and 2009 top share price was Rs.
721 and 751 and bottom price was Rs. 332 and 286.2 respeetieedifference between top and bottom was Rs. 389
and 464. 8 respectively. It indicates that a careful imwvestan enjoy 70% of return every year. If investorgeaely
to hold the securities at least for three year canyanjare than 150% return.

» In the year 2007, the top share prices of Bank of Barod&] Bank and Dena Bank were Rs. 465, 1348 and 94.5 and
bottom prices were Rs. 188.5, 412 and 28.5 and, difference betapemd bottom were Rs. 276.5, 936 and 56
respectively. In year 2008 and 2009 share prices of BalBada, ICICI Bank and Dena Bank were increased. It
indicates that investors are holding the securities atfeasne year can enjoy more than 120% return.

Table 6.2 shows last three years top and bottom share pdatifierence between top and bottom of various steel companies

» In the year 2007, the top share price of Tata steel wag@R8 and bottom price was Rs. 399 and, difference between
top and bottom was Rs. 649. In year 2008 and 2009 top share pricéb%and 496.4 and bottom price was Rs.
146.35 and 148.65 respectively and difference between top d@fwhbeas Rs. 805.65 and 347.75 respectively. It
indicates that if investors are able to catch thetgaqtia bottom price Rs. 399 in 2007 and hold it for asgrycan
enjoy more than 160% return.

» Table 6.2 also highlights that in the year 2007, the top givare of JSW steel was Rs. 1655 and bottom price was Rs
381 and, difference between top and bottom was Rs. 1008air2§68 and 2009 top share price was Rs. 1365.8 and
762.15 and bottom price was Rs. 170.4 and 163.65 respectivedliffamdnce between top and bottom was Rs. 1195.4
and 598.5 respectively. It indicates that a careful tovesan enjoy 260% of return every year. If investoesraady
to hold the securities at least for three year canyanjare than 100% return.

» In the year 2007, the top share prices of Bhushan stedl, &l Ispat steel were Rs. 1655, 292.5 and 87.4 and bottom
prices were Rs. 369, 82.7 and 10.61 and, difference betweeantbfpottom were Rs. 1286, 209.8 and 76.79
respectively. In year 2008 and 2009 share prices of Bhustkah SAIL and Ispat steel increased. It indicales
investors are holding the securities at least for onegaaenjoy more than 150% return.
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VII. CONCLUSION

» From the study, it is observed that compare to the steleisiry, banking industry was more stable and safer. |

investors hold the Banking Industry’s security at Iéasbne year, they can enjoy more than 75% return anchalslo
it for three years; they can get more than 100% return.

» It was observed that banking industry is less risky thaei stdustry for the investment because the growth nbua

banks was stable and the growth was not more fluctuating. iReReea selected scripts in banking industry for the
study purpose, SBI and ICICI bank gives more return thawottier scripts. Fundamentally these two companies are
very strong.

» Ifinvestors are new for the investment, it is advisableithest their money in banking industry.
» In Steel Industry, it is observed that fundamentally theidban steel Itd. is very strong. If investors hold tieels

Industry’s security at least for one year, they cgoyemore than 150% return and also hold it for three yehesy; t
can get more than 300% return.

» It was observed from the study that steel industrthés) the banking industry because difference betwaerand

bottom was very high means price fluctuation is more iel eustry.
In steel industry, JSW Steel Ltd. is the only scripich gives investors maximum return and Bhushan Steel and Tata
Steel which give maximum return to the investors.
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