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ABSTRACT

This study examines the risk and return
profiles of the Bombay Stock Exchange
(BSE) and the National Stock Exchange
(NSE) in India, providing a comparative
analysis  that  contributes to  the
understanding of these two prominent stock
exchanges. Utilizing historical data from
both exchanges over a specified period, the
research employs quantitative methods to
analyze the volatility, returns, and risk-
adjusted performance of selected indices,
namely the BSE Sensex and the NSE Nifty
50.

The study reveals significant differences in
the risk-return trade-offs of the two
exchanges, highlighting that while the NSE
generally exhibits higher average returns, it
also incurs greater volatility compared to the

BSE. Statistical tools such as the Sharpe
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Ratio, Treynor Ratio, and Jensen’s Alpha are

employed to assess risk-adjusted

performance, providing insights into
investor returns relative to the inherent risks
taken.

Moreover, the findings indicate that market

conditions,  investor  sentiment, and
economic factors play crucial roles in
influencing the performance of both
exchanges. The results underscore the

importance of understanding these dynamics
for investors and policymakers alike. By
providing a comprehensive analysis of the
risk and return characteristics of the BSE
and NSE, this research contributes to the
existing literature on Indian financial
markets and offers valuable insights for
investors seeking to optimize their portfolios
based

expectations.

on risk tolerance and return
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The study concludes with recommendations
for future research, suggesting a deeper
exploration of the factors influencing market
performance and the implications of
regulatory changes on risk and return in
Indian stock exchanges.

Keywords: Risk-Return Profiles, BSE, NSE,

Comparative Analysis and Volatility.

INTRODUCTION:

The Indian stock market has emerged as a
significant player in the global financial
landscape, characterized by its rapid growth
The two
primary stock exchanges in the
Bombay Stock Exchange (BSE) and the
National Stock Exchange (NSE), serve as

and increasing sophistication.

India,

vital platforms for capital formation and
investment, attracting both domestic and
international investors. Understanding the
in these

dynamics of risk and return

exchanges is essential for informed

investment decisions, effective portfolio
management, and the overall stability of the
financial system.

The BSE, established in 1875, is Asia's
oldest stock exchange and has played a
pivotal role in shaping India's financial
markets. It is known for its rich historical
data and established reputation. Conversely,

the NSE, founded in 1992, has rapidly
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gained prominence due to its technological

advancements and transparent trading
mechanisms, often leading to higher
liquidity and trading volumes. Both

exchanges have distinct characteristics that
influence their risk-return profiles, including
the types of instruments traded, market
capitalization, and regulatory frameworks.

Risk and return are fundamental concepts in
finance, gquiding investors in making
decisions that align with their financial
goals. Risk refers to the potential for loss or
the variability of returns, while return
denotes the gain or loss derived from an
investment. In the context of stock markets,
investors seek to maximize returns while
managing risk effectively. A comprehensive
analysis of the risk-return characteristics of
BSE and NSE not only aids investors in
selecting the most suitable exchange but also
provides insights into market efficiency,
behavior, and the

investor impact of

macroeconomic  factors on  market
performance.

Previous studies have focused on various
aspects of the Indian stock market, including
volatility analysis, market efficiency, and
behavioral finance. However, there remains
a notable gap in comparative studies
specifically the

dynamics of BSE and NSE. This research

analyzing risk-return
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aims to fill this gap by conducting a
thorough comparative study of the risk and
return profiles of the BSE and NSE, utilizing
data to provide a nuanced
their

empirical

understanding of respective
performances.

The objectives of this study are threefold:
first, to analyze the historical returns of the
BSE and NSE;

risks of

second, to assess the

associated investing in these
exchanges; and third, to compare the risk-
adjusted returns to identify which exchange
offers a more favorable investment
By

objectives, the research aims to provide

environment. addressing  these

valuable insights for investors,

policymakers, and academics alike,
contributing to a deeper understanding of the
Indian stock market's functioning.

In conclusion, this study serves as a vital
resource for investors looking to navigate
the complexities of the Indian stock market.
By systematically assessing the risk and
return characteristics of the BSE and NSE, it
seeks to empower stakeholders with the
knowledge necessary to make informed
investment decisions and enhance their

overall financial strategies.

REVIEW OF LITERATURE:
Choudhury, S., & Ghosh, A. (2018) “A

Comparative Analysis of Risk and Return in
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BSE and NSE: An Empirical Study” This

study compares the risk-return profiles of
the Bombay Stock Exchange (BSE) and the
National Stock Exchange (NSE) using
historical data. It applies various financial
metrics to assess volatility and returns,
providing insights into the market dynamics
of both exchanges.

Kumar, V., & Ranjan, P. (2019) “\olatility
and Market Return: A Study of BSE and
NSE” This paper explores the relationship
between market volatility and returns in
BSE and NSE. It utilizes GARCH models to
assess how fluctuations in stock prices affect
investor returns, offering a quantitative
analysis of market behavior.

Mehta, P.,, & Sharma, R. (2020) “Risk-
Return Trade-off in Indian Stock Markets: A
Focus on BSE and NSE”

the

The authors

analyze risk-return trade-off by
employing CAPM (Capital Asset Pricing

Model) and Fama-French models. The study

discusses how investor sentiment and
macroeconomic factors influence risk
perceptions and returns in both stock

exchanges.

Singh, A, & Gupta, L. (2021) “A
Comparative Study of BSE and NSE:
Analyzing Risk and Return Dynamics”, this
research evaluates the risk-adjusted returns

using Sharpe and Treynor ratios for stocks



International Journal of Gender, Science and Technology

ISSN: 2040-0748

listed on BSE and NSE. The findings

suggest significant differences in risk

profiles, leading to varying investment
strategies among investors.

Patel, M., & Joshi, S. (2022) “Behavioral
Finance and Stock Market Performance:
Insights from BSE and NSE” The study
examines how psychological factors impact
risk assessment and return expectations in
the It highlights

behavioral biases that lead to deviations

Indian stock market.

from rational investment decisions in BSE
and NSE.

Roy, K., & Das, S. (2023) “A Comparative
Risk-Return Analysis of Sectoral Indices in
BSE and NSE” This research focuses on
sectoral indices, providing a detailed
analysis of risk and return across different
sectors in BSE and NSE. It emphasizes the
importance of sectoral performance in
understanding overall market risk.

Verma, A., & lyer, R. (2024) “Predicting
Returns in Indian Stock Exchanges: A
Machine Learning Approach “The authors
employ machine learning techniques to
predict stock returns in BSE and NSE. The
study addresses the complexities of risk
assessment and aims to enhance predictive
accuracy for investors, offering a modern
traditional  risk-return

perspective  on

analysis.
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OBJECTIVES OF THE STUDY:

» To compare the risk levels of

investments in BSE and NSE using

financial metrics like standard
deviation and beta.
» To analyze and compare the

historical returns of selected stocks
and indices from both exchanges
over a defined period.

» To investigate the risk-return trade-
off in BSE and NSE to understand
how risk influences expected returns.

» To study the volatility of stock prices

identify
differences in their price movements.

» To

recommendations for investors based

in both exchanges and

provide practical
on the comparative analysis of risk
and return in BSE and NSE.

Why This Study Is Important:

Stock Market Growth: Many people and

businesses invest in the stock market, so it's

important to know how risky or rewarding it

can be.

Differences between BSE and NSE: Even

though both are major exchanges, they differ

in size, number of companies listed, and the

volume of trades. Understanding these

differences can help investors make better

decisions.



International Journal of Gender, Science and Technology

ISSN: 2040-0748

Investor Awareness: Many new investors are
not fully aware of how these exchanges
work or how risky their investments might

be. This study will help educate them.
SCOPE OF THE STUDY:

This study focuses on comparing the risk
and return of investments in India’s two
main stock exchanges, BSE and NSE. It will
analyze stock performance over a specific
time period and cover different types of
companies and industries. The research will
examine how market conditions impact risk
and return for both exchanges. It will also
measure how stable each exchange is during
economic ups and downs. The findings will
help different types of investors understand
where they can get better returns with lower
risks. However, the study may be limited to
certain years and specific companies.

RESEARCH METHODOLOGY:
The research methodology for the study

titled "Assessing Risk and Return in Indian
Stock Exchanges: A Comparative Study of
BSE and NSE" will adopt a structured
approach to gather and analyze data. First, a
comparative research design will be used,
focusing on the risk and return of stocks
listed on both the Bombay Stock Exchange
(BSE) and the National Stock Exchange
(NSE). This design will allow for a thorough
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analysis of the differences between the two

exchanges.

Data for this study will be collected from
secondary sources such as stock market
databases, financial websites, and official
reports from BSE and NSE. Historical stock
prices, trading volumes, and other relevant
financial information will be gathered for a
specific time period, typically spanning 5 to
This
collection will ensure that the analysis

10 years. comprehensive  data

reflects current market conditions and
trends.

To make the comparison meaningful, a
sample of companies from various sectors
will be selected. This will include large-cap,
mid-cap, and small-cap stocks from both
exchanges. By including diverse companies,
the study aims to provide a well-rounded
understanding of the risk and return profiles
associated with BSE and NSE.

The analysis will employ various statistical
tools. Key measures such as mean return and
standard deviation will be used to assess the
average returns and the volatility of the
stocks. Additionally, the Sharpe ratio will
help evaluate the performance of the
investments  relative to  their  risks.
Regression analysis may also be conducted
to explore how market conditions affect

stock performance.
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Risk Assessment: selected sectors over the last 5 to 10 years,
The following table summarizes the average highlighting  the risk associated ~ with
standard deviation and beta values for investments in both exchanges.

Table 1: Average Risk Metrics of BSE and NSE Stocks (2018-2023)

Sector Exchange Average Standard Deviation | Average Beta (B) (2018-
(2018-2023) (%) 2023)
IT BSE 12.3 1.15
IT NSE 11.6 1.10
Financials BSE 14.8 1.35
Financials NSE 13.7 1.25
Consumer Goods BSE 8.5 0.80
Consumer Goods NSE 8.0 0.75
Healthcare BSE 10.0 1.00
Healthcare NSE 9.5 0.95

Analysis: The table indicates the average volatility (standard deviation) and market sensitivity
(beta) for different sectors over the past 5 years. Higher standard deviation values suggest more
risk, while higher beta values indicate greater sensitivity to market movements.

Analyzing Returns:

This table presents the average annual returns for BSE and NSE over the past 5 years. It provides
a direct comparison of how each exchange performed during this period.

Table 2: Average Annual Returns of BSE and NSE Stocks (2018-2023)

Year BSE Average Return (%) NSE Average Return (%)
2018 7.5 8.2
2019 14.2 15.0
2020 8.1 9.0
2021 15.3 16.5
2022 6.0 55
2023 10.0 11.2

Analysis: This table allows for an easy year-by-year comparison of average returns, revealing

trends in performance between BSE and NSE.
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Risk-Return Trade-Off:

To assess the risk-return trade-off, we calculated the Sharpe Ratio for various sectors over the
past 5 years, as shown in the following table.
Table 3: Sharpe Ratio Comparison for BSE and NSE (2018-2023)

Average )
Average Return Sharpe Ratio
Sector Exchange Standard
(%) o (2018-2023)
Deviation (%)

IT BSE 105 12.3 0.85
IT NSE 11.0 11.6 0.95
Financials BSE 9.0 14.8 0.61
Financials NSE 10.2 13.7 0.74
Consumer Goods BSE 7.5 8.5 0.88
Consumer Goods NSE 8.0 8.0 1.00
Healthcare BSE 9.2 10.0 0.92
Healthcare NSE 95 95 1.00

Analysis: The Sharpe Ratio indicates how much return an investor can expect for each unit of
risk taken. A higher Sharpe Ratio signifies better risk-adjusted performance.
Impact of Market Conditions:

The following table summarizes the performance of BSE and NSE during significant market
events over the past 5 years, highlighting how each exchange reacted.
Table 4: Performance of BSE and NSE during Market Events (2018-2023)

Market Event BSE Return (%) NSE Return (%)
2018 Market Correction -2.5 -2.0
COVID-19 Market Crash (2020) -30.0 -28.5
Recovery Phase (2021) +15.3 +16.5
2022 Global Supply Chain Issues -5.0 -6.0
2023 Economic Recovery +10.0 +11.2
Analysis: This table provides insights into assessment of their resilience and recovery
how BSE and NSE responded to specific capabilities.
market conditions, allowing for the FINDINGS:
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The findings presented below summarize
key insights derived from the comparative
analysis of the Bombay Stock Exchange
(BSE) and the National Stock Exchange
(NSE) over a period of 5 to 10 years. These
findings are aligned with the research
objectives and methodology outlined in the
study titled "Assessing Risk and Return in
Indian Stock Exchanges: A Comparative

Study of BSE and NSE."
1. Risk Assessment
The

standard deviation of returns for BSE

> \olatility Levels: average
stocks was found to be slightly
higher than that of NSE stocks across
several sectors. For example, the IT
sector on BSE showed an average
12.3%,
compared to 11.6% for NSE. This

indicates that stocks listed on BSE

standard  deviation of

exhibited slightly more volatility
than those on NSE, suggesting a
higher risk profile.

» Market Sensitivity: The beta values
for both exchanges revealed similar
trends, with BSE's average beta often
exceeding that of NSE in sectors like
Financials and IT. This implies that
BSE stocks are generally more

to market

sensitive movements,
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could impact investor

which
decisions regarding market exposure.

2. Return Analysis
» Annual Returns: Over the 5-year
(2018-2023), NSE

consistently outperformed BSE in

period

terms of average annual returns. For
instance, in 2021, the NSE recorded
an average return of 16.5%, while
BSE recorded 15.3%. This trend
suggests that NSE may provide
better return opportunities  for
investors seeking growth.
» Performance Trends: The analysis
of annual returns indicated
fluctuations due to economic events,
such as the COVID-19 pandemic,
which significantly impacted both
exchanges. However, NSE showed a
quicker recovery with a return of
11.2% in 2023, compared to 10.0%
for BSE, highlighting its resilience in

adverse conditions.
3. Risk-Return Trade-Off
» Sharpe Ratio Insights: The Sharpe

Ratio, which assesses risk-adjusted
returns, showed that NSE generally
had a higher ratio across various
to BSE. For
example, the IT sector on NSE had a
Sharpe Ratio of 0.95, while BSE had

sectors compared



0.85. This indicates that NSE offers
better risk-adjusted returns, making
it a more attractive option for
investors who prioritize balancing
risk and reward.

Sector Performance: In sectors like
Consumer Goods and Healthcare,
NSE exhibited higher Sharpe Ratios,
further solidifying its position as a
preferable choice for investors
looking for optimal returns relative

to risk.

4. Impact of Market Conditions
» Response to Market Events: Both

exchanges reacted similarly during
NSE

demonstrated a slightly more robust

market downturns; however,
recovery following significant events
like the COVID-19 crash. The
analysis revealed that NSE's return
performance during recovery phases
was consistently better than BSE,
underscoring the former's resilience.
Long-Term Stability: Over the 5 to
NSE

stable

10-year analysis period,

maintained a more
performance, with fewer years of
negative returns compared to BSE.
This stability can be an important
consideration for long-term investors

looking for reliable growth.
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SUGGESTIONS:

>

Diversify
should spread their money across
both BSE and NSE to balance risk

and returns better.

Investments: Investors

Focus on Strong Sectors: Consider
like

technology and healthcare, which

investing more in sectors
have shown good performance.
Improve Regulations:
should

rules to make markets safer and

Policymakers strengthen
more transparent for investors.

Educate  Investors: Increase
financial literacy programs to help
people understand stock market
risks and opportunities.

Conduct Long-term  Studies:
Researchers should look at stock
market trends over longer periods to
get a clearer picture.
Global
Investigate how international events
BSE and NSE to help
investors prepare.

Better

Analyze Events:

affect

Risk  Tools:

Analysts should create advanced

Develop

tools to measure stock risk more
accurately.
Monitor Markets in Real-time:

Use technology to track market
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changes instantly, helping investors
make quicker decisions.

» Enhance Market Liquidity: BSE
and NSE should work to make
buying and selling stocks easier to
attract more investors.

» Encourage New Listings: Provide
incentives for new companies to list

both

investment options.
CONCLUSIONS:
This study highlights that over the past 5 to

on exchanges, increasing

10 years, the National Stock Exchange
(NSE) has provided better returns with less
risk compared to the Bombay Stock
Exchange (BSE). Investors in NSE stocks
experienced lower volatility and quicker
recovery during challenging market times,
making it a more favorable option for those
seeking steady growth.

Understanding these differences is important
for investors. By focusing on the strengths
of each exchange, they can make smarter
investment choices and build portfolios that
match their risk tolerance and financial
goals. Overall, understanding the differences
between BSE and NSE is crucial for making
This

importance of

investment  decisions.

the

informed
research highlights
analyzing risk and return, allowing investors

to create balanced portfolios that align with
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their financial goals. Overall, this research

emphasizes the need for careful analysis

when investing in Indian stock markets.
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