A STUDY ON EQUITY SHARE ANALYSIS OF AUTOMOBILE INDUSTRIES IN INDIA
(With Special Reference To DJS STOCK AND SHARES LIMITED COIMBATORE)

A MAJOR PROJECT REPORT

SUBMITTED BY

P.KALAIVANI

 (Reg No: 06PIT10)

IN PARTIAL FULFILMENT OF THE REQUIREMENTS FOR THE DEGREE OF

MASTER OF BUSINESS ADMINISTRATION

(IT ORGANISATION ADMINISTRATION)

UNDER THE GUIDANCE OF

Ms.Shweta.G.jain B.Com., M.B.A.,
     AVINASHILINGAM SCHOOL OF MANAGEMENT TECHNOLOGY

                    AVINASHILINGAM UNIVERSITY FOR WOMEN

COIMBATORE – 641043.
MARCH 2008

A STUDY ON EQUITY SHARE ANALYSIS OF AUTOMOBILE INDUSTRY IN INDIA 

(With Special Reference To DJS STOCK AND SHARES LIMITED, Coimbatore)
A   MAJOR PROJECT REPORT

SUBMITTED BY

P.KALAIVANI

 (Reg No: 06PIT10)

A MAJOR PROJECT REPORT SUBMITTED FOR

      AVINASHILINGAM SCHOOL OF MANAGEMENT TECHNOLOGY

AVINASHILINGAM UNIVERSITY FOR WOMEN
                                     COIMBATORE – 641043

IN PARTIAL FULFILMENT OF THE REQUIREMENTS FOR THE DEGREE OF 

MASTER OF BUSINESS ADMINISTRATION

(IT ORGANISATION ADMINISTRATION)

MARCH 2008

CERTIFIED AS BONAFIDE RESEARCH WORK

[image: image16.png]cAGR [ Ending Value

ng anue]




SIGNATURE OF THE  
          SIGNATURE OF THE  
  
      SIGNATURE   OF

           DEAN                              EXTERNAL EXAMINER      THE GUIDE                              

ACKNOWLEDGEMENT

 The success of this project lies in the hands of many persons who have helped and guided me in completing this project. I take this opportunity to express my thanks and gratitude to each and every one of them.
 I am greatly indebted to the Chancellor, Mr.T.K. Shanmuganandam, B.A., B.L., and the Vice Chancellor Mrs. Saroja Prabhakaran, M.A., Dip.Ed., Ph.D., and the Registrar, Mrs.Gowri Ramakrishnan, M.sc.,M.phil.,Ph.D., of Avinashilingam University for women, Coimbatore for giving me an opportunity to undertake this project work, which forms part of the curriculum.

              I wish to express my sincere gratitude and thanks to the Dean, Faculty of Business and Management, Mrs. Shantha. B. Kurup, M.Com., M.Phil., M.B.A., Ph.D., for her valuable advice and timely encouragement to complete this project.

               I express my deep sense of gratitude and indebtedness to my project guide Ms.Shweta.G.jain B.Com., M.B.A., Lecturer, Avinashilingam School of Management Technology, for her careful guidance and help at each and every step through out the preparation of this project work.

               I also express my sincere thanks to all the Faculty of Avinashilingam School of Management Technology for their valuable support and encouragement to complete this project work.

                I owe my grateful acknowledgement to my family members and special thanks, to all my friends who helped me to make this study a successful one.

                Last, but not ever lasting I thank the Lord almighty for giving me the courage and wisdom to take up this project and complete it successfully.

(P.KALAIVANI)

CONTENTS

	CHAPTER NO
	TITLE
	PAGE NO

	
	LIST OF TABLES

LIST OF CHARTS
SYNOPSIS 
	

	I
	INTRODUCTION

     ABOUT THE INDUSTRY

     ABOUT THE COMPANY 

     ABOUT THE TOPIC

     SCOPE OF STUDY

     OBJECTIVE OF THE STUDY

     LIMITATION OF THE STUDY
	1

8

22

27

28

29

	II
	REVIEW OF LITERATURE
	30

	III
	RESEARCH METHODOLOGY
	37

	IV
	ANALYSIS AND INTERPRETATION
   
	40

	V
	SUMMARY

FINDINGS

SUGGESTION

CONCLUSION
	64

67

69

	
	BIBLIOGRAPHY
	


LIST OF TABLES

	SERIAL NO
	TOPICS
	PAGE NO

	1.1
	 Calculation of Net worth
	44

	1.2
	Calculation of  sales
	46

	1.3
	Calculation of  Gross Block
	48

	1.4
	Calculation of  Profit
	50

	1.5
	Calculation of  dividend percentage
	52

	1.6
	Calculation of Beta
	55

	1.7
	Calculation of Stock Return
	58

	1.8
	Calculation of   Alpha
	59

	1.9
	Calculation of  Compound Annual Growth rate
	62


LIST OF CHARTS
	SERIAL NO
	TOPICS
	PAGE NO

	1.1
	Chart Showing  calculation of Net worth
	45

	1.2
	Chart Showing calculation of  Sales
	47

	1.3
	Chart Showing calculation of  Gross block
	49

	1.4
	Chart Showing calculation of  Profit 
	51

	1.5
	Chart Showing  calculation of  Dividend
	53

	1.6
	Chart Showing  Life Cycle Analysis
	54

	1.9
	Chart Showing calculation of Compound annual growth rate
	63


INTRODUCTION TO THE INDUSTRY

  INTRODUCTION

A stock market is a private or public market for the trading of company stock and derivatives of company stock at an agreed price; both of these are securities listed on a stock exchange as well as those only traded privately.

Function and purpose
The stock market is one of the most important sources for companies to raise money. This allows businesses to go public, or raise additional capital for expansion. The liquidity that an exchange provides affords investors the ability to quickly and easily sell securities. This is an attractive feature of investing in stocks, compared to other less liquid investments such as real estate.

History has shown that the price of shares and other assets is an important part of the dynamics of economic activity, and can influence or be an indicator of social mood. Rising share prices, for instance, tend to be associated with increased business investment and vice versa. Share prices also affect the wealth of households and their consumption. Therefore, central banks tend to keep an eye on the control and behavior of the stock market and, in general, on the smooth operation of financial system functions. Financial stability is the raison d'être of central banks.

Exchanges also act as the clearinghouse for each transaction, meaning that they collect and deliver the shares, and guarantee payment to the seller of a security. This eliminates the risk to an individual buyer or seller that the counterparty could default on the transaction.

             The smooth functioning of all these activities facilitates economic growth in   that lower costs and enterprise risks promote the production of goods and services as well as employment. In this way the financial system contributes to increased prosperity.

 Relation of the stock market to the modern financial system
          The financial system in most western countries has undergone a remarkable transformation. One feature of this development is disintermediation. A portion of the funds involved in saving and financing flows directly to the financial markets instead of being routed via banks' traditional lending and deposit operations. The general public's heightened interest in investing in the stock market, either directly or through mutual funds, has been an important component of this process. Statistics show that in recent decades shares have made up an increasingly large proportion of households' financial assets in many countries. In the 1970s, in Sweden, deposit accounts and other very liquid assets with little risk made up almost 60 per cent of households' financial wealth, compared to less than 20 per cent in the 2000s. The major part of this adjustment in financial portfolios has gone directly to shares but a good deal now takes the form of various kinds of institutional investment for groups of individuals, e.g., pension funds, mutual funds, hedge funds, insurance investment of premiums, etc. The trend towards forms of saving with a higher risk has been accentuated by new rules for most funds and insurance, permitting a higher proportion of shares to bonds. Similar tendencies are to be found in other industrialized countries. In all developed economic systems, such as the European Union, the United States, Japan and other developed nations, the trend has been the same: saving has moved away from traditional (government insured) bank deposits to more risky securities of one sort or another.

             Indian stock markets are one of the oldest in Asia. Its  history dates  back  to   near  200 years  ago  the  earliest  records  of  security dealings  in  India  are meager and obscure. The east India Company was   the dominant institution in those days and   business in its loan securities used to be transacted towards the close of the   eighteenth century.

              By  1830  business  on  corporate  stock and  share in  bank   and cotton  presses  took  place  in  Bombay .through   the trading list was boarder  in  1839 there were only half a  dozen broker   recognized by banks and merchants during 1840 and 1850

                The 1850,s witnessed a rapid development of commercial enterprise and brokerage business attracted many men in to the field and by 1860 the number of brokers increased into 60

               In 1860-61 the American  civil  war broke out  and cotton supply from  united  states  of Europe was stopped; thus the `share mania in India  begun  the number  of  brokers  increased  to about 200 to 250 however  at   the end of the American civil war, in 1865, a disastrous slump  began   (for example  bank  of  Bombay  share  which  had touched Rs 2850 could only be sold at Rs 87)        

             At the end of the American civil war, the brokers who thrived out of civil war in 1874 , found a place in a street  (now appropriately called as dalal street ) where they would conveniently assemble and transact business . In 1887, they formally established in Bombay. The “native share and stock brokers Association “(which is alternatively known as “the stock exchange “). In 1895, the stock exchange acquired a premise in the same street and it was inaugurated in 1899. Thus, the stock exchange at Bombay was consolidated.
POST – INDEPENDENCE SCENARIO

            Most of the exchanges suffered almost a total eclipse during depression. Lahore Exchange was closed during partition of the country and later migrated to Delhi and merged with Delhi stock exchange.

            Bangalore Stock Exchange Limited was registered in 1957 and recognized in 1963. Most of the other exchanges languished till 1957 when they applied to the central Government for recognition under the securities contracts (Regulation) act, 1956. only Bombay , Calcutta , Madras , Ahmedabad  , Delhi ,Hyderabad and Indore , the well established exchanges , were recognized under the act . Some of the members of the other associations were required to be admitted by the recognized stock exchanges on a concessional basis, but acting on the principles of unitary control, all these pseudo stock exchange were refused recognition by the Government of India and they thereupon ceased to function.

                Thus during early sixties there were eight recognized stock exchanges in India (mentioned above). The number virtually remained unchanged, for nearly two decades. During eighties, however , many stock exchanges  were  established : Cochin Stock Exchange (1980), Utter Pradesh Stock Exchange  Association Limited (at Kanpur,1982),and Pune  Stock Exchange Limited (1982), Ludiana Stock Exchange Association Limited (1983), Guahati Stock Exchange Limited (1984), Kanara Stock Exchange Limited (at Mangalore (1985), Magadh Stock Exchange Association (at Patna,(1986), Jaipur Stock Exchange Limited (1989 ), Bhubaneswer Stock Exchange  Association Limited (1989), Saurashtra Kutch Stock Exchange Limited (at Rajkot , (1989), Vadodara Stock Exchange Limited (at Baroda , (1990) and recently established exchanges – Coimbatore  and Meerut . thus , at present, there are totally twenty one recognized stock exchanges in India excluding the  over the Counter Exchange of India Limited(OTCEI) and the National Stock Exchange of India Limited(NSEIL).

             The table given below portrays the overall growth pattern of Indian stock market since independence. It is quite evident from the table that Indian stock markets have not only grown just in number of exchanges, but also in number of listed companies and in capital of listed companies. The remarkable growth after 1985 can be clearly seen from the table   , and this was due to the favoring government polices towards security market industry.

 NATIONAL STOCK EXCHANGE (NSE)   

              With the liberalization of Indian economy, it was found inevitable to lift Indian stock market trading system on par with the international standards. On the basis of the recommendations of high powered Pherwani Committee, the National Stock Exchange was incorporated in 1992 by industrial development bank of India, ICICI, Industrial Credit and Investment Corporation of India, Industrial Finance Corporation of India, all insurance Corporations, selected commercial banks and others.

 Trading at NSE can be classified under two board categories:

      (A) Wholesale debt market and

      (b)Capital market

Wholesale debt market operations are similar to money market operations – institutions and corporate bodies enter into high value transactions in financial instruments such as government securities, Treasury bill, public sector unit bonds, commercial paper, certificate of deposited, etc.

 There are two kinds of players in NSE

· Trading members and 

· Participants 

         Recognized members are called trading members who trade on behalf of themselves and their client. Participants include trading members and large players like banks who take direct settlement responsibility.

             Trading at NSE takes place through a fully automated screen based trading mechanism which adopts the principles of an order-driven market. Trading members can stay at their offices and execute the trading, since they are linked through a communication network. The prices at witch the buyer and seller are willing to transact will appear on the screen. When the prices match the transaction will be completed and a confirmation slip will be printed at the office of the trading members.

               NSE has several advantages over the traditional trading exchanges they are as follows:

· NSE brings an integrated stock market trading network across the nation

· Investors can trade at the same price from any where in the country since inter- market operations are streamlined coupled with the countrywide access to the securities .

· Delays in communication, late payments and the malpractices prevailing in the traditional trading mechanism can be done away with greater operational efficiency and informational transparency in the stock market operations, with his support of total computerized network.

Unless stock market provide professionalized service small investors and foreign investors will not be interested in capital market operations. And capital market belong one of the main source of long term finance for industrial projects, India cannot afford to damage the capital market path. In this regard NSE gains vital importance in the Indian capital market system.

 BOMBAY STOCK EXCHANGE (BSE) 
              The stock exchange, Mumbai, popularly known as “BSE” was established in 1875 as “The Native Share and Stock Brokers Association”. It is the oldest one in Asia, even older than the Tokyo Stock Exchange, which was established in 1878. It is a voluntary non-profit making Association of Persons (AOP) and is currently engaged in the process of converting itself in to demutualised and corporate entity .It has evolved over the years into its present status as the premier Stock Exchange in the country, It is the first Stock Exchange in the country to have obtained permanent recognition in 1956 from the Govt. of India under the securities contracts act 1956.

             The Exchange, while providing an efficient and transparent market for trading in securities, debt and derivatives uphold the interest of the investors and ensure redressed of their grievances whether against the companies or its own member brokers. It also strives to educate and enlighten the investors by conducting investor education programmes and making available to them necessary informative inputs. 

              A governing Board having 20 directors is the apex body, witch decides the polices and regulates the affair of the Exchange. The Governing Board consist of 9 elected directors, who are from the broking community (one third of them retire every year by rotation), three SEBI nominees, six public representatives and an executive director and Chief Executive Officer and a Chief Operating Officer

              The Executive Director and the Chief Executive Officer is responsible for the day to day administration of the Exchange and he is assisted by the Chief Operating Officer and other Head of Department

          The Exchange has inserted new Rule No. 126 A in its Rules, Byelaws and Regulation pertaining to constitution of the Executive Committee of the Exchange. Accordingly, an Executive Committee, consisting of three SEBI nominees or public representatives, Executive Director &CEO and Chief Operating Officer has been constituted.   The committee considers juridical& quasi matters in which  the Governing Board has powers as an Appellate Authority , matters regarding annulment of transaction , admission , continuance and suspension of members – brokers declaration of a member – broker as defaulter , norms , procedures and other matters relating to arbitration , fees , deposits, margins and other monies payable by the member brokers to the Exchange , etc 

CAPITAL MARKET REGULATION  

             In keeping with the board thrust of the ongoing programs of economics reform, the mechanism of administrative controls over capital issues has been dismantled and pricing of capital issues is now essentially market determined. Regulation of the capital markets and protection of investor’s interest is now primarily the responsibility of the securities and exchange board of India (SEBI), which is located in Bombay. 

 SEBI`S FUNCTION INCLUDES:

· Regulating the business In stock exchanges and any other securities market 

· Registering and regulating the working of collective investment schemes, including mutual fund.

· Prohibiting fraudulent and unfair trade practices relating to securities market

· Promoting investors education and trading of intermediaries of securities of securities markets.

· Prohibiting insider trading in securities, with the imposition of monitory penalties on erring market intermediaries.

· Regulating substantial acquisition of shares and takeover of companies.

· Calling for information, caring out inspection, conducting inquiries and audits of the stocks exchanges and intermediaries and self regulatory organizations in the securities market.

Keeping this view, SEBI has issued a new set of comprehensive guidelines governing issues of shares and other financial instruments, and has laid down detailed norms for stock –brokers and sub- brokers, merchant bankers, portfolio managers and mutual funds. 

INTRODUCTION TO THE COMPANY
                DJS Stock and Shares Limited (DJS) incorporated in the year 1994 as a public limited company and listed in The Stock Exchange, Mumbai. DJS is a corporate member of The Stock Exchange, Mumbai (BSE), National Stock Exchange of India Limited (NSE), The Calcutta Stock Exchange Association Ltd (CSE), and the Saurashtra-kutch Stock Exchange (Rajkot) in Gujarat. Depository Participants of Central Depository Services (India) Ltd (CDSL). Handling IPO’s and a leading distributor for all major Mutual Funds. 

                 DJS is a leading professionally managed corporate broker wide network of trading terminals and Depository service provider in India. Having the pride of serving more than 13000 fully satisfied clients across India in Trading and Depository section. In the year 1999, DJS has been recognized by CDSL for highest delivery volume.

                 DJS offers a full range of financial services and products like Equities, Derivatives Trading, Commodity Derivatives Trading, Mutual Fund Investments, IPO’s, and Insurance etc., to enhance your wealth and hence achieve your financial goals. 
                 At DJS, we recognize the undying trust and confidence placed by our clients in us, besides realizing the sensitive, matured and professional approach required to handle the resources of clients and guide them in meeting their requirements. We proudly state on all our endeavors being directed towards contributing to the growth of our clients, services, the investor community and the overall market
SERVICES PROVIDED BY THE COMPANY:

· Equity Trading

· Derivatives Trading

· Commodity Derivatives Trading

· Depository Services

· Mutual Funds

· Initial Public Offering (IPO’s)

· Fixed Income Securities

· Government securities / Bonds.

· Wealth Management service

· Training & Development

EQUITIES:
                  The Equities section provides with an insight into the equities segment of NSE & BSE and also provides real-time quotes and statistics of the equities market. In-depth information regarding listing of securities, trading systems & processes, clearing and settlement, risk management, trading statistics etc are available.
Share wealth is the registered member of NSE, giving equities at the most importance.


DERIVATIVES:
                 The term "Derivative" indicates that it has no independent value, i.e. its value is entirely "derived" from the value of the underlying asset. The underlying asset can be securities, commodities, bullion, currency, live stock or anything else. In other words, Derivative means a forward, future, option or any other hybrid contract of pre determined fixed duration, linked for the purpose of contract fulfillment to the value of a specified real or financial asset or to an index of securities. With Securities Laws (Second Amendment) Act, 1999, Derivatives has been included in the definition of Securities. The term Derivative has been defined in Securities Contracts (Regulations) Act, as: -
a) a security derived from a debt instrument, share, loan, whether secured or unsecured, risk instrument or contract for differences or any other form of security; 
b) a contract which derives its value from the prices, or index of prices, of underlying securities. 

INITIAL PUBLIC OFFERING:

              An Initial Public Offering (IPO) is the first sale of stock by a private company to the public. IPO are often issued by smaller, younger companies seeking capital to expand, but can also be done by large privately-owned companies looking to become publicly traded. In an IPO, the issuer may obtain the assistance of an underwriting firm, which helps it determine what type of security to issue (common or preferred), best offering price and time to bring it to market. Also referred to as a "public offering". IPO’s can be a risky investment. For the individual investor, it is tough to predict what the stock will do on its initial day of trading and in the near future since there is often little historical data with which to analyze the company. Also, most IPO’s are of companies going through a transitory growth period, and they are therefore subject to additional uncertainty regarding their future value.

FIXED INCOME SECURITIES:

              Macroeconomic stability is a pre-requisite for sustained domestic financial sector reform, including the development of capital markets. Developing countries need to achieve a stable macroeconomic environment, in which inflation is under control, fiscal deficits are minimal or absent, public debt is reduced, volatility of exchange and interest rates is reduced to internationally comparable levels, an increased stock of international reserves cushions the economy, and large macroeconomic swings are avoided.1 Investors must find the future beyond the six month horizon fairly predictable and assured before they will shift to more long-term instruments. Macroeconomic improvements in developing countries in the 1990s, particularly in the area of inflation, heralded an era of rapid development of capital markets. In Latin America, hyper-inflation has been brought under control, and improved access to international markets that was cut-off from 1984-91, helped to develop the short to medium term local debt markets. Chile preceded the region by implementing reforms in the early 1980s, while Brazil lagged, bringing its hyper-inflationary environment under control only in 1994-95. Central Europe has been moving from a controlled to a market economy, and with stable macroeconomic policies, has rapidly developed a liquid short-term market in three years. Asia grew its equity market and expanded its industrial sector, predominantly financed by banks (bank assets constitute 108% of GDP for East Asia, 145% for Japan and 50% for USA in 1997). Despite the high level of saving and more equitable income distribution in Asia, compared to Latin America, liquid debt markets did not develop during the economic boom of the early 1990s as: 

         1) The banking system is predominant; and 

          2) Governments were running surpluses, were not active issuers, and hence did not focus on disintermediation. Excessive currency exposure and leverage of the private sector, combined with being accustomed to controlled bank interest rates made Asia particularly vulnerable to the crisis.

GOVERNMENT SECURITIES AND BOND:
Government of India Securities:

             Government of India securities (GOI securities), also called dated securities, are medium- to long-term obligations of the government that are issued on its behalf by the central bank, the Reserve Bank of India (RBI), and are registered in the holder's name at the Public Debt Office of the RBI. The RBI also acts as the depository and maintains subsidiary general ledger accounts for banks and other select investors such as primary dealers, financial institutions, mutual funds, insurance companies, and provident funds. FII’s have recently been permitted to invest in GOI securities and to repatriate the profits from the investments. Banks, non-banking institute and housing finance institutions (HFIs), required investing in government securities to satisfy their statutory liquidity reserve (SLR) requirements. Dated securities usually have a maturity period of two to ten years, and the issue size varies from Rs. 20 billion to Rs. 50 billion. The outstanding GOI securities as of 31 March 1998, excluding securities issued by public-sector units which carried a central or state government guarantee, amounted to about Rs. 2,254 billion. In 1997-1998, primary auctions of GOI securities had yields ranging from 11.15 percent to 13.05 percent for securities with a maturity of three to ten years. To boost the retail sector and give greater liquidity to retail investors, the RBI in October 1997 allowed banks to buy GOI securities and then sell them at prevailing market prices immediately after. Previously, there had to be an interval of at least 30 days between the purchase and resale of the securities. 

Sovereign Bonds:

                 India has not yet issued sovereign bonds in the international market. The country’s sovereign rating is based on the ratings assigned to bond and debenture issues of public-sector Indian companies in the international market. Despite the country’s “low investment” or “high non– investment grade” ratings, Indian corporations have generally been able to obtain funds abroad on better terms than what the sovereign ratings might signify. Some of the advantages of issuing sovereign bonds are:

•The government would have less need to borrow in the domestic market.
•Corporations could use the bonds as a benchmark against which they could price their issues.

•The bonds would broaden the investor base in the international markets and help mobilize long-term finance for infrastructure projects.

•The cost of borrowings would be reduced relative to the domestics market

MUTUAL FUNDS:

               Mutual fund is a mechanism for pooling the resources by issuing units to the investors and investing funds in securities in accordance with objectives as disclosed in offer document. Investments in securities are spread across a wide cross-section of industries and sectors and thus the risk is reduced. Diversification reduces the risk because all stocks may not move in the same direction in the same proportion at the same time. Mutual fund issues units to the investors in accordance with quantum of money invested by them. Investors of mutual funds are known as unit holders. The profits or losses are shared by the investors in proportion to their investments. The mutual funds normally come out with a number of schemes with different investment objectives which are launched from time to time. A mutual fund is required to be registered with Securities and Exchange Board of India (SEBI) which regulates securities markets before it can collect funds from the public
WEALTH MANAGEMENT SERVICES:

               When it comes to investing, individuals and corporations have unique needs based on their own objectives and risk profiles. However, some criteria are universal: regardless of the money involved, everyone desires capital protection and generation of positive, absolute returns. We recognize this, and manage the portfolio to achieve specific investment objectives. While there are many investment avenues such as fixed deposits, income funds, bonds, it is equities, which typically outperforms other investments over a period of time.

           Investing in a long-term investment portfolio is not as straight forward as putting money into a bank or fixed deposit. Asset values are affected by a host of factors like economic trends, political considerations, interest rates, inflation etc. We believe investing is a serious business and a rewarding one if done right. Proper planning and discipline can achieve this.    

             DJS currently manages/advises assets of High Net worth Individuals and Institutions, both in domestic and overseas markets. They aim at creating sustained long-term wealth for our clients in a risk-controlled manner.

Their offering is ideal for high-net worth customers 

· who are investing in Indian equities 

· who desire a personalized investment program 

· who desire long-term wealth creation 

· who appreciate a high level of services 
COMMODITY SERVICES:

              Indian markets have recently thrown open a new avenue for retail investors and traders to participate: commodity derivatives. For those who want to diversify their portfolios beyond shares, bonds and real estate, a commodity is the best option. 

               Till some months ago, this wouldn't have made sense. For retail investors could have done very little to actually invest in commodities such as gold and silver or oilseeds in the futures market. This was nearly impossible in commodities except for gold and silver as there was practically no retail avenue for punting in commodities.
However, with the setting up of three multi-commodity exchanges in the country, retail investors can now trade in commodity futures without having physical stocks!

                Commodities actually offer immense potential to become a separate asset class for market-savvy investors, arbitrageurs and speculators. Retail investors, who claim to understand the equity markets, may find commodities an unfathomable market. But commodities are easy to understand as far as fundamentals of demand and supply are concerned. Retail investors should understand the risks and advantages of trading in commodities futures before taking a leap. Historically, pricing in commodities futures has been less volatile compared with equity and bonds, thus providing an efficient portfolio diversification option.

                 In fact, the size of the commodities markets in India is also quite significant. Of the country's GDP of Rs 13, 20, 730 crore (Rs 13,207.3 billion), commodities related (and dependent) industries constitute about 58 per cent. Currently, the various commodities across the country clock an annual turnover of Rs 1, 40,000 crore (Rs 1,400 billion). With the introduction of futures trading, the sizes of the commodities market grow many folds here on. Like any other market, the one for commodity futures plays a valuable role in information pooling and risk sharing. The market mediates between buyers and sellers of commodities, and facilitates decisions related to storage and consumption of commodities. In the process, they make the underlying market more liquid. Any product that can be used for commerce or an article of commerce which is traded on an authorized commodity exchange is known as commodity. The article should be movable of value, something which is bought or sold and which is produced or used as the subject or barter or sale. In short commodity includes all kinds of goods. Forward Contracts (Regulation) Act (FCRA), 1952 defines goods as every kind of movable property other than actionable claims, money and securities.

                   In current situation, all goods and products of agricultural (including plantation), mineral and fossil origin are allowed for commodity trading recognized under the FCRA. The national commodity exchanges, recognized by the Central Government, permits commodities which include precious (gold and silver) and non-ferrous metals; cereals and pulses; ginned and un-ginned cotton; oilseeds, oils and oilcakes; raw jute and jute goods; sugar and gur; potatoes and onions; coffee and tea; rubber and spices, etc

DEPOSITORY PROCEDURE:

                  A Depository facilitates holding of securities in the electronic form and enables securities transactions to be processed by book entry by a Depository Participant (DP), who as an agent of the depository, offers depository services to investors. According to SEBI guidelines, financial institutions, banks, custodians, stockbrokers, etc. are eligible to act as DPs. The investor who is known as beneficial owner (BO) has to open a demat account through any DP for dematerialization of his holdings and transferring securities. The balances in the investors account recorded and maintained with CDSL can be obtained through the DP. The DP is required to provide the investor, at regular intervals, a statement of account which gives the details of the securities holdings and transactions. The depository system has effectively eliminated paper-based certificates which were prone to be fake, forged, counterfeit resulting in bad deliveries. CDSL offers an efficient and instantaneous transfer of securities.

               CDSL was promoted by Bombay Stock Exchange Limited (BSE) jointly with leading banks such as State Bank of India, Bank of India, Bank of Baroda, HDFC Bank, Standard Chartered Bank, and Union Bank of India and Centurion Bank. CDSL was set up with the objective of providing convenient, dependable and secure depository services at affordable cost to all market participants.
ACCOUNT OPENING PROCEDURE FOLLOWED BY THE COMPANY FOR EQUITY:

To invest in stock market, one require to open DEMAT account and trading account. The trading is meant for buying and selling shares. On registration, one would be given a trading a trading unique client code which is uploaded to NSE and BSE. Whenever one want to buy or sell one need to use a unique client code (UCC). This code is exclusively for the user. By entering this code, the user can see all his Ledger account, trading details and stock details etc, 

To open, a separate description is given for the demat under the column depository.

To open, Trading account the following details are required:
1. Any one of the following Identity Proof

Passport - > Passport validity (data of expiry more than 6 months from date of our acceptance.)

Driving license - DL validity (data of expiry more than 6 months from date of our acceptance.) (Leader’s license not acceptable as proof)

PAN card with photograph (mandatory)

Voter's ID card

MAPIN Card

     Identity card / Document with applicant’s photo, Issued by :
     Central / State Government and its Departments 

· Statutory/ Regulatory Authorities 

· Public Sector Undertakings 

· Scheduled Commercial Banks 

· Public Financial Institutions 

· College Affiliated to Universities 
2. Any one of the following Address Proof:

Ration Card

Passport - Pass port Validity (date of expiry more than 6 Months from date of our acceptance)   

Driving License-DL Validity (date of expiry more than 6 months from date of acceptance).  

Voter ID card     

Bank Passbook

Verified copies of:

· Electricity Bill (not more than two months old) 

· Residence Telephone Bill (not more than two months old) 

· Lease & License Agreement / Agreement for sale.

· Self – declaration by High court & Supreme Court judges, giving a new Address in respect of their own accounts

                   Identity Card / Document with applicant’s photo Issued by:

· Central / State Government and its Department 

· Statutory/ Regulatory Authorities 

· Public sector Undertakings 

· Scheduled Commercial Banks 

· Public Financial Institution 

· College affiliated to Universities 

· Professional Bodies such as ICAI, ICWAI, ICSI, Bar council etc., to their members
         If the correspondence address is different from the permanent address

For the purpose in addition to the documents prescribed as proof of 
permanent address above, any one of the following document may be 
accepted as proof of correspondence address: 

· Electricity Bill (not more than two months old) 

· Residence Telephone Bill (not more than two months old) 

· Consumer Gas card 

· Lease & License Agreement 

· Purchase Agreement 

                       Official address – Certified from the employer.
3. Bank Account Proof

Cancelled Chouse Leaf of Bank A/c No. to verify the bank MICR0 Number

Driving license - > DL validity (data of expiry more than 6 months from date of our acceptance.) (Leader’s license not acceptable as proof)

Latest transaction Statement issued by the Bank.

Date of Birth Certified in case of Minor

Proof of NRI Status Proof of NRI Status

Copy of RBI approval for NRI’s

· One passport size photograph of each account Holder 

· Specimen Signature Form 

· Agreement between BO & DP(BO should sign in the bottom of all papers of the Agreement) 

           Nomination Form.                                                    

          Professional Bodies such as ICAI, ICWAI, ICSI, Bar Council etc…to their        members.
ACCOUNT OPENING PROCEDURE FOR COMMODITY:

1. Original Copy of Agreement Duly signed with Risk Disclosure.

2. Client Registration Form

3. Margin/Deposit Cheque

4. Power of Attorney (if any)

5. NRI clients should furnish a copy of Bank permission

6. PAN details / Form 60/61.

7. Copy of Income tax Return or Salary Certificate

8. Signature Verification from Bank and period of which  account     is    in 

      operation.

9. Photocopies of the following

· Passport

· Driving License

· Ration Card

· Voter ID Card.

STEPS TO LOGIN FOR ONLINE TRADING: 

Pre-requisite for online trading:

1. One must have the online trading user id and password from the office. 

   After getting user id and password,

1.  Open the Internet explorer and type the address www.acsonline.in in the address bar. 

2. Click on the button click here below Login for Online trading 

3. Enter the User id and password 

4. Now one can start trading by pressing F1 key for buying orders ,  F2 key for selling orders 

5. Also one can use the following shortcut keys 

Shortcut Keys:
	Use…
	For…

	F6
	Invokes Best five scripts 

	F1 or + 
	Highlights the Buy Order Entry pane 

	F2 or – 
	Highlights the Sell Order Entry pane 

	F3
	Invokes Order Book 

	F8
	Invokes Trade Book 

	ALT + F6 
	Invokes Net Position 

	F10 
	Invokes Activity Log 


6. Apart from the above one can get the information through Market enquiry menu 

a. Best 5 buyers and sellers 

b. Market movement 

c. Most active securities 

d. Top Gainers /Losers 

e. Cumulative open interest 

7. One can also view Order book, Trade book, Net position, Funds view, Stock view, Exchange messages, Broker messages, Security info and contract info etc. through View menu. 

8. One can transfer their funds through transfer Funds menu to and fro to the broker’s account. 

9. One can view the reports like Activity log; Trade history, Limits set for various segments, and can login to the back office software. 

10. One can Exercise their FAO position by entering Ex-entry through the menu Tools. Further one can set the mail preference by feeding every order, one need the mail confirmation or at the end of day you need the confirmation. One can also use the Futures and Options though the options calculator by clicking the Calculator.

INVESTOR DO’S AND DON’T:

INVESTOR DO’S:

· One should ensure that the holding and transaction statements are received periodically as instructed to DP. The investors are entitled to receive a transaction statement every month if one has done any transactions and once a quarter if there has been no transactions done in the account.

· Check the statement on receipt. In case if one notices any unauthorized debits or credits, the person should contact the DP for further clarification. If not resolved, one may contact CDSL Investor Relationship Officer-Mr. Suhas Kulkarni, Asst. Vice President, Central Depository Services (India) Ltd., 17th Floor, P.J.Towers, Dalal Street, Mumbai - 400 023,Tel. 2272 3333 Extn.8636, email-investors@cdslindia.com.

· Information has to be given to the DP in case there is any change in the address, telephone number , etc, as early as possible

· While sending securities for demat, record of the distinctive numbers of the securities sent has to be maintained by the investors.

· Check the demat performance of the issuer company with ones DP before deciding to send certificates for demat. The list of companies whose demat request are pending is published at www.cdslindia.com
· Just like a cheque book, keep the delivery instruction slip (DIS) book in safe custody

· Accept the DIS book from the DP only if each slip has been pre-stamped with a serial number and once demat account number

· Always mention the details like International Securities Satisfaction Number (ISIN), number of securities accurately. If in doubt, contact DP or the broker

· Authorize any corrections, over- writing or cancellations on the instruction slips by signing against the same

· Ensure that all joint holders of the demat account sign the slip

· If there is space for multiple instructions and it is not used fully, please strike out the blank space for furnishing securities details.
    INVESTORS DON’T:
· Do not leave the instruction slip book with anyone else.

· Do not sign blank Delivery Instruction Slip (DIS) as it is equivalent to a bearer Cheque.

· Do not sign blank DIS as it is equivalent to a bearer Cheque
INTRODUCTION TO THE TOPIC

INDUSTRY ANALYSIS:

Concept of industry analysis:

 The industry has been defined as a homogenous group of people doing a similar kind of activity or similar work.  But the industry broadly covers all the economic activity happening in a country to bring growth.  A broad concept of industry would include all the factors of production, transportations, trading activity and public utilities.  The board classification of industry, however, would not be relevant for an investor who would like to ensure that he does not lose from the investment that he makes.  Usually, the industry is classified in processes and in stages.  It may also be classified according to a work group that it identifies, sometimes, it is classifieds manufacturing, transportations and public utility, Classification into simple manufacturing, transportations and public utility creates confusion.  The confusion arises because under the table of manufacturing, there may be many kinds of industries which could also be classified in the group of transportation.  For example tracks used for transportation are also manufactured.  This kind of classification creates confusion in the mind of the investor.  The concept of industry is therefore, to be defined according to some clear-cut lines of demarcation to give a clear idea to the investor before he makes an investment.  In India, the broad classification of the industry is made according to the stock exchange list which is published.  The same list is also published in Economic Times and Financial Express daily.  This gives a distinct classification to the industry in different forms such as (a) Engineering, (b) electricity generations,(c) textiles (d) cement ,(e) Steel mills and alloys, (f) Cable and electrical,(G) plantation, (h) chemicals and Pharmaceuticals, (I) paper (j) sugar,(k) rubber,(l) automobiles , cycle and accessories and (m) miscellaneous.  This classification broadly gives the investor some kind of headway and the he may then analyze the industry and find out whether it is profitable to make an investment or not.


The characteristic of industrial growth begins with certain important factors.  One of these factors is technology.  The technology keeps on changing.  For instance, foundation pens have given way to ball pens.  Similarly, electric radios have now changed into transistors, two-in –ones, three –in ones, televisions-black and white, colour television and video systems.  These technological changes should be carefully viewed by the investor.  A product with frequent technological changes may be useful for the investor to notice as product obsolescence may erode his investment.


 The second factor which as investor must consider in making an industrial analysis is to enquire about the type of competitive pressure that an industry faces in the country.  Every industry had large number of firms comprising it.  A study of a representative sample may give a picture of the kind of competition that an industry faces.  For example, in India, the pharmaceutical industry had a sudden boost and a large number of firms competing with each other.  Profits are expected to be more in a company which has less pressures of competition.


The third factor is the kind of economic environment and customer activity in a country.  Poverty in a country would have an economic climate where cheaper products would be sold and demand for these products will be higher than quality and long lasting products.  An economically advanced country will have customer activity in higher price and better quality products.  These factors should be carefully evaluated.


 The industry should also be evaluated or analysed through its lifecycle.  Industry life cycle may also be studied through the industrial life cycle state.  There are generally three stages of an industry.  Grodinsky has defined these stages as the pioneering stage , expansion stage and stagnation stage.
The pioneering stage:


The industrial life cycle as defined by Grodinsky has a pioneering stage when the new inventions and technological developments take place.  During this time, the investor will notice a great increase in the activity of the firm.  Production will arise and in relation to production, there technology is new.  Taking a look at the profit, many new firms enter into the same field and the market becomes competitive.  The market competitive pressures keep on increasing with the entry of the new firms and the prices keep on declining and then ultimately profits fall.  At this stage, all firms compete with each other and only a few efficient firms are left to run the business and most of the other firms are wiped out in the pioneering stage itself.
The Expansion stage:

The efficient firms which have been in the market now find that it is time to stabilize themselves. Although competition is there, the number of firms has gone down during the pioneering stage itself and there are a large number of firms left to run the business in the industry.  Prices begin to stabilize themselves, each firms finds a market for itself and develops its own strategy to sell and to maintain its position.  Even though there is competition, each firm is competitive strength and superiority.  The investor will find that this is the best time to make an investment.  At the pioneering stage , it was difficult to find out which firm to invest in, but having waited for the stability period, there has been a dynamic selection process and a few of the large number of the firms are left in the industry.  At this particular period, each firms had established itself, develop its objectives, stabilized its financial position and the dividend policy has become stable.  By this time, the firm has been able to satisfy the investors also.  At this time, the firms begin to expand themselves both through external means of financing through loans and public issue of share as well as through internally generated funds.  this is the period of security and safety and this is also called period of maturity for the firm,  This stage lasts from five years to fifty years of a firm depending on the potential and productivity and policy to meet the changes of competition and rapid change in the buyer and customer habit.  After this stage develops, the stage of stagnation or obsolescence emerges.
The stagnation stage:

During the stagnation stage, the investor will find that although there is increase in sales of tan organization, this is not in relation to the profits earned buy the company.  Profits are also there but the growth in the firms is lower than it was in the expansion stage.  The industry finds that it at a loss of power and cannot expand.  The transition of the firms from the stage of maturity of the stage, of stagnation is very slow and after a long time, the internal management begins to realise this state of complacency.  While the owners of the firms are happy with their profits, they do not know their growth is slow and they are slipping into the stagnation stage.  They slip so slowly from maturity to stagnation that they do not make an effort to expand or grow.  During this stage, most of the firms who have realized the competitive nature of the industry and the arrival of the stagnation stage begin to change their course of action and state on a new venture.  Investors should make a continuous evaluation of their investments.  In firms in which they already received profits for large numbers of years and have reached stagnation, they can plan to sell way their investments and find better avenues in those firms where the expansion stage has set in.  There are many reasons for a firm to come into the stagnation stage:

· Change in social habits

· Government regulations

· Improved technology

· Labour cost

Growth of the industry should be measured by the investor (A) in terms of the Gross National Product and (B) by measuring the growth rate of the industry.  To the investor, those industries which are growing factor than the national economy is a useful investment proposition and even of the industry grows with the Gross National Product, the prospects are good.  But if the industry has no relationship with the GNP, it should be an investment to be taken with care and cautions evaluation.  But the growth rate of the industry is also useful for the investor to analyses so that he is sure of prosperity and the period between expansion and growth of the firm will take more than ten years.  As an investor, his investments will be safe in those industries for a large numbers of years and then at the decline stage, he may thing of selling his investments and evaluating other industries which are either in the pioneering stage or in the expansion stage.

The economic and industry analysis is made by the fundamental analyst in order to have a broad idea of the forces affecting the investment market.  
TECHNICAL ANALYSIS:

Technical analysis is an alternative approach to fundamental analysis for the study of stock price behavior. Technical analyst believes that the share price movement is systematic and exhibits certain consistent patterns. He studies past movements in the share price to identify trend and pattern, and then try to predict the future price movements. The current price market price is compared with the future predicted price to determine the extent of mispricing. Technical analysis is an approach which concentrates on price movements and ignores the fundamentals of the share.

            Share price are determined by the demand and supply forces operating in the market. These demand and supply factors are in turn concentrates on the movement of share prices and analyses the price and volume of movement of individual securities as well as market index.
STEPS IN TECHNICAL ANALYSIS

· Study the past movement in the share price and identify the trends and establish pattern.
· Look at the current share price data and see if any of the established patterns are applicable ,if yes;
· Make extrapolations to predict the future price movement.
The rational behind the technical analysis is that share price behavior repeats itself overtime and analyst attempts to derive methods to predict this repetition.

The basis premise of Technical Analysis is that price move in trends or waves which may be upward or downward it is believed that the present trends are influenced by the past trends. The Technical Analyst, therefore, analyses the price and volume movement of individual securities as well as in the market index. Thus, Technical Analysis is really a study of past or historical price and volume movements so as to predict the future stock. 
SCOPE AND SIGNIFICANCE: 
The study entitled “Equity share analysis of 15 major stocks of automobile industry listed in the BSE index for DJS Stock Exchange, Coimbatore, is concerned with identifying the trends of securities of Automobile industry listed in both BSE and NSE index.


Through this project, the researcher tries to point out the best avenues that ensure maximum return and minimum risk where investment could be made.  The results are supported by statistical data and various analytical techniques. 


The technical analysis is to predict the future stock behavior.  Portfolio management is to find out a profitable portfolio. 

OBJECTIVES FOR THE STUDY:

·  To analyze the share price movement of automobile industry.

· To recapitulate the key findings and to offer suggestion to investors about automobile industry.

· To analyze the various aspects of the financial indicator by which the shares are measured like net worth, gross block, annualized sales growth, annualized cash profits, annualized dividend amount.

· To study the relationship between selected independent variables and the market price of share.

· To identify the factors that influences market price of shares.
· To estimate risk and return related to a security
LIMITATIONS OF THE STUDY

· The research was confined only to Automobile industry, based on investors point of view they won’t invest only in automobile industry.

· Majority of data were collected through secondary source through journals, sites of stock exchange etc.

· The study is taken only for a year i.e., January 2007 to December 2007.

· Hence the stock market is very sensitive we cannot predict the accurate information of the automobile industry. We cannot predict the future uncertainty. The conclusions cannot be conducive as market fluctuations are unpredictable.

REVIEW OF LITERATURE
    Review of literature shows the previous studies carried out by researchers in this field.  Previous studies are reviewed in order to gain an insight into the extent of research done in this topic and to access what impact this study will have on the topic.
An empirical application of the clean-surplus valuation model: the case of the Athens Stock Exchange 

Recent studies on equity valuation suggest that security prices should be determined by book value and discounted future abnormal earnings (Ohlson, 1995; Feltham and Ohlson, 1995)1. This paper examines the empirical validity of these theoretical models for the Greek equity market. More specifically, it uses a panel data methodology to study equity prices for important sectors of the economy. To anticipate the results, these models appear to be reliable price valuation models, for Greek equities.
Equity and debt valuation with default risk: a discrete structural model 

Marisa Cenci, Andrea Gheno 2 said Structural models' main source of uncertainty is the stochastic evolution of the firm's asset value. These models are commonly used to value corporate debt at the issue and hence to determine its yield given the amortization plan. This paper proposes two discrete models to value securities issued by a firm which can default before the maturity of its debt either for exogenous or endogenous causes. In either case the equity value is set as the price of a knock-out call option with a discrete monitoring barrier. The first model considers a debt refundable through the payment of known endowments and takes into account that the firm defaults as it fails to meet a promised payment. In the second model the firm's debt is made of a single issue of zero coupon bonds and includes the possibility that the firm defaults prior to the maturity of the debt if its asset value falls below a time dependent barrier. The particular evolution of the asset value, which shows discontinuity in the drift and diffusion coefficient, prevents the use of closed form solutions for options with a discrete monitoring barrier. The evaluation of the option is performed through non-recombining binomial trees.
Firm characteristics, market conditions, and the pattern of performance after seasoned equity offers -Mark Bayless; Kelly Price; Margaret MonroeSmoller 3 

This paper uses a characteristics-based approach to examine the pattern of abnormal returns after seasoned equity offerings. Unlike previous studies the risk classes of issuers are allowed to change in each of a series of six-month holding periods and firms are classified into categories based on performance measures, the use of proceeds and market conditions at the time of issue. This methodology reveals that negative abnormal returns persist for only about 3.5 years on average following offers and are driven by the 37% of firms that reduce capital spending. These and other results suggest that post-issue abnormal returns vary in a way that is consistent with quasi-efficient capital markets.
 Impacts of equity financing on liquidity position of a firm- Ayub Mehar 4

It is concluded in the study that equity financing plays a central role in determination of the liquidity position of a firm. A 'U-shaped' relation between the equities and working capital has been observed, in the long-term. While, depreciation fund has been classified as a source of liquidity. It is the important conclusion that long-term debt may deteriorate the liquidity position of a firm. The study is based on a simulation analysis and 225 listed companies of the Karachi Stock Exchange are included in the model.

Fundamental share prices and aggregate real output - : Nicolaas Groenewold 5 
This study analyses the interrelationships between the share market and the macro economy within the framework of a structural vector autoregressive (SVAR) model. The model has just two variables - real share prices and real output - and uses a distinction between temporary and permanent shocks to identify macroeconomic and share market-shocks. The identification of the SVAR is based on a simple theoretical model of the two-way linkage between output and share prices. In one direction a version of the net-present-value model is used and in the other direction the wealth effect is relied on as the basis for the influence of share prices on output. The estimated model is used to examine the dynamic interaction between the two variables. The study goes on to use it to compute a fundamental share-price series based on the assumption that fundamentals are driven by real macroeconomic forces.

GARDEN 6 in his study attempted to corporate growth measure and average of dividend per share and growth. For this purpose he has drawn three types of regression equation.  He had collected data for four industries for two years. He had observed that co-efficient of dividend per share was high and stable but the co-efficient of earning share was very low.  He found that the co-efficient dividends per share are much higher than the co-efficient value of EPS minus DPS.  And the co-efficient of the value were very low.  He also observed the in this third regression equation there was a slight improvement in the dividend co-efficient, both is statistical significance and the in the range of fluctuation.  The growth co-efficient, how ever was disappointing.

FISHER 7 in his analysis of the factors influencing share prices had taken DPS and undistributed profits per share as the main factors.  He had collected the required data for fine industry for five years.  He has used log linear and linear multiple regression to fine out the variations explainer by the independent variable viz., DPS undistributed profits per share and size index.

He found that the variations in the last declared dividend per share account for a considerable part of the variation in share process between companies.  He also fond that the influence of rate of growth in divided per share or a share price appears to the small and uncertain.  Fisher observed that the last declared undistributed profits per share had a significant influence on share prices.  However in relation to dividend, undistributed earning has a week influence. The influence of dividend and undistributed profits appear to be fairly stable from year to year he also found that the explanation of share process improved by the introduction and size.

‘ZAHIR AND KHANNA’ 8 in their study of stock price determinants in India attempted to analyses the relationship between share price ands some of internal factors.  They had taken share prices as the dependent variable and had kept book value per share, DPS, EPS, yield and coverage as the explanatory variables.  Their main aim of the study is of two fold, are in to analyze the relationship between share price and internal factors and the second is to analyze the interrelationship among their independent variables. This study was based upon the secondary data collected from various issue of the economic times.  The study covered the period from 19966 to 1977-78 dealing with 62 companies which represent the large size companies.  They used coefficients of correlation f the study the association between the MPS and the explanatory variables as also among the independent variables multiple regression has been used to multiple regression has been used to estimate the variation in the dependent variable explained by the independent variables.

It was observed that a dividend per share was the one independent variables that has emerged highly significant in all the series even though its association with MPS was negative.  It was also found that coefficient of BVPS were positive though out and highly significant with significant correlation coefficient with one series, but was found to have weak influence on share price.  If was also observed that the influence of earning rate on share price was very weak though it had a stray positive influence on the size of DPS.
Fractional integration in the equity markets of MENA region:

A major issue in financial economics is the behaviour of stock market returns over long horizons. This article provides an empirical investigation of the long-range dependence in the emerging stock markets of Egypt, Jordan, Morocco and Turkey. We use the modified rescaled range statistic (R/S) proposed by Lo (1991) and the rescaled variance statistic (V/S) developed by Giraitis et al. (2003) to investigate the long memory in the returns and volatility. Significant long memory is demonstrated in the series and implies a fractal market structure in the Middle East and North African (MENA) equity markets. We further investigate whether the long memory is caused by a shift in variance. Interestingly, our findings indicate that the presence of long memory in volatility due to shifts in variance cannot be confirmed for these markets and are consistent with those results obtained by Lobato and Savin (1998) 9 on other markets. Thus, our results should be useful to regulators, practitioners and derivative market participants in the MENA.

Equity style timing using support vector regressions

Georgi Nalbantov a;  Rob Bauer b; Ida Sprinkhuizen-Kuyper 10 The disappointing performance of value and small cap strategies shows that style consistency may not provide the long-term benefits often assumed in the literature. In this study it is examined whether the short-term variation in the US size and value premium is predictable. Style-timing strategies are documented based on technical and (macro-) economic predictors using a recently developed artificial intelligence tool called Support Vector Regressions (SVR). SVR are known for their ability to tackle the standard problem of over fitting, especially in multivariate settings. The findings indicate that both premiums are predictable under fair levels of transaction costs and various.
Doron Nissim  and Stephen H. Penman 11                 
Financial statement analysis has traditionally been seen as part of the fundamental analysis required for equity valuation. But the analysis has typically been ad hoc. Drawing on recent research on accounting-based valuation, this paper outlines a financial statement analysis for use in equity valuation. Standard profitability analysis is incorporated, and extended, and is complemented with an analysis of growth. An analysis of operating activities is distinguished from the analysis of financing activities. The perspective is one of forecasting payoffs to equities. So financial statement analysis is presented as a matter of pro form an analysis of the future, with forecasted ratios viewed as building blocks of forecasts of payoffs. The analysis of current financial statements is then seen as a matter of identifying current ratios as predictors of the future ratios that determine equity payoffs. The financial statement analysis is hierarchical, with ratios lower in the ordering identified as finer information about those higher up. To provide historical benchmarks for forecasting, typical values for ratios are documented for the period 1963–1999, along with their cross-sectional variation and correlation. And, again with a view to forecasting, the time series behavior of many of the ratios is also described and their typical [image: image1.png]
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 levels are documented.


The study of security analysis, establishes that the study of investment is based on three elements – return, risk and time.  The study of investment is almost impossible without learning the basic rules of compounding and discounting.  The investment should also be careful in selecting the industry in which he is making his investments.  Industry should be such that, which has potential for growth and which can withstand the cyclical nature of problems of an industry.  The industry should also have some relationship to the economic environment.
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RESEARCH METHODOLOGY
 INTRODUCTION:
Research is a systematic approach consisting of enunciating the problem, formulating a hypothesis, collecting facts and data, analyzing the same and reaching certain conclusions either in the form of solutions towards the concerned problems or in generalization for some theoretical formulation.
 DEFINITION:

According to Redman and Mory research is defined as “a systematized effort to gain knowledge”

RESEARCH DESIGN:

A research design is the conceptual structure within which research is conducted. It constitutes to the blue print for the collection of data. It speaks about what the study is and when, where, why and how it is studied.

         Descriptive research defines the characteristics of an individual or group. In this research surveys are conducted to enquire facts about a phenomenon. The purpose is to describe the state of affairs. It is also known as ex post facto research and the researcher has no control over variables.
AREA OF THE STUDY:

                 The study is about the Automobile Industry, Companies listed in BSE India.

REASON FOR THE STUDY:


The study is carried out to analyze the equity share of automobile industry, companies listed in BSE India. Automobile sector is booming industry. To suggest the investor to invest in automobile industries. 

SAMPLING DESIGN:

                Convenience sampling technique is used for the study. Companies were selected on convenient basis from the list of companies taken for the analyses were:

· Amtek auto ltd

· Ashok Leyland ltd

· Bajaj auto ltd

· Eicher motors

· Escorts motors

· Hindustan Motors (HM)
· Hero Honda Motors ltd
· Kinetic Engineering ltd 
· Mahindra & Mahindra ltd. (M&M)
· Maruti Udyog ltd. (MUL)
· kinetic motors ltd

· Mrf ltd. 
· Punjab tractors ltd. (PTL)
· Swaraj Mazda ltd.
· Tata Motors ltd
· Tvs motor company 
PERIOD TAKEN FOR THE STUDY:

              The study is done from the one year data.
DURATION OF THE STUDY:

                    The study was conducted for the time period of  240 days.

DATA COLLECTION:


Automobile industries were selected for the study; Data were collected from the secondary sources such as corporate websites   and other financial publications.  Different statistical tools like beta, Alpha.  The study was conducted for period of 240 days Technical analysis was done by using closing price of the stock.
TOOLS USED FOR ANALYSIS:

Net worth Analysis       = Net worth of the company i.e., Equity + reserve.  

Sales Analysis               = Annualized sales

Gross block Analysis    = Gross block of the company

Profit Analysis              = Annualized profit of the company

Dividend Analysis        = Dividend % of the company
TECHNICAL ANALYSIS:
Beta 

                                    n( xy  -  (x(y 

                          (  = 



       n(x2 – ((x)2

 Alpha

                 Alpha (()  = Stock Returns - ( (stock) x Market Return 



= Ri - ((i  x Rm) 

Stock return = companies securities / number of days taken for study

CAGR:


 To measure the historical growth the Compound Annual Growth Ratio (CAGR) in variables in share price of 15 companies is calculated. The compound annual growth rate is calculated by taking the nth root of the total percentage growth rate, where n is the number of year being considered.
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CHAPTER – IV

ANALYSIS AND INTERPRETATION

Analysis means the computation of certain indices or measure along with searching for patterns of relationship among the data groups.  Analysis particularly in case of survey or experimental data, involves estimating the value of unknown parameters of the population and testing of hypotheses for drawing inferences.

 
 Interpretation refers to the task of drawing inference from the collected facts after an analytical or experiment study.  The usefulness and utility of research finding lie in proper interpretation.
 AUTOMOBILE COMPANY’S LISTED IN BOMBAY STOCK EXCHANGE:
· AMTEK AUTO
Amtek manufactures a wide range of components for automotive applications, specialized in engine, transmission and suspension systems. The company has clients like Maruti, TVS, Hero Honda, Mahindra & Mahindra, Bajaj Auto and Tata Motors. It also has presence in the US and UK.
· ASHOK Leyland
Ashok Leyland, a brand which reminds that 70 million passenger’s travel on its buses in a day. A brand which claims that eight out of ten metro state transport busses in India are from the same company. The company manufactures a wide range of products; from 18 seater to 82 seater double decker buses, from 7.5 tones to 49 tones in haulage vehicles, from numerous special application vehicles to diesel engines for industrial, marine and genset applications. 

· Bajaj Auto Ltd

Bajaj Auto Ltd. is the largest exporter of two and three wheelers. With Kawasaki Heavy Industries of Japan, Bajaj manufactures state-of-the-art range of two-wheelers. The brand, Pulsar is continually dominating the Indian motorcycle market in the premium segment. Its Discover DTS is also a successful bike on Indian roads.

· Eicher Motors

Eicher Motors was the first Indian company to make India's very first tractor. On 3rd September, 1960 the company rolled out the first indigenously built tractor of the country from its Faridabad factory. The birth of the company dates back to 1948, when Good Earth Company was set-up for the sales and service of imported tractors in India.

· Escorts Limited 
It was the year 1965 when the first batch of tractors from Escort Agri Machinery Group rolled out on the field with the brand name of Escort. Today more than 600,000 tractors of the company are toiling under the sun. Not only in India, the Escort tractors also being exported to a number of countries.

· Hindustan Motors (HM)

Hindustan Motors (HM) is the flagship company of the C.K. Birla Group, established by Mr. B.M. Birla. Ambassador, Contessa and Mitsubishi Lancer are the most successful brands in the Indian market. In MUV segment the company has given Trekker, Porter and Pushpak. RTV is also one of the remarkable brands of HM.

· Hero Honda Motors Ltd.
Hero Honda is the World's No.1 two-wheeler manufacturing company having the trust of more than 5 million customers. The company is a joint venture of Hero Cycles of India and Honda Motor of Japan. Achiever, CBZ, CD Dawn, Karizma, Passion, Pleasure and Splendor are its famous brands on Indian roads. 

· Kinetic Engineering Ltd. 
Kinetic Engineering was the first company in India to bring the concept of personalized transport by launching 'Luna' moped in 1974. The credit of making gearless scooter first time in the country also goes to the company. Kinetic Comet and Kinetic Aquila are the top-end world class bikes of the company to the Indian market.

· Mahindra & Mahindra Ltd. (M&M)

Mahindra & Mahindra is the most respected company in India. For its SUV model 'Scorpio,' the company won the National Award for outstanding in-house research and development. Boleros, Commander, Voyager are the popular brands of the company in automotive segment. 

· MARUTI Udyog Ltd. (MUL) 
Maruti Udyog Ltd. (MUL) is the first automobile company in the world to be honored with an ISO 9000:2000 certificate. The company has a joint venture with Suzuki Motor Corporation of Japan. It is said that the company takes only 14 hours to make a car. Few of the popular models of MUL are Alto, Baleno, Swift, Wagon-R and Zen.

· MRF Ltd. 
MRF Ltd. is the first Indian company to export tyres to the US, the very birthplace of tyre technology. It is the first company in India to manufacture and market Nylon tyres passenger tyres commercially. In 2004, the company's turnover crossed INR 30 billion mark. The company was given the title of most ethical company by 'Business World' magazine after a survey conducted in 1999. 

· Punjab Tractors Ltd. (PTL)

Punjab Tractors Limited, the flagship company of Swaraj Enterprise, exports the much in demand 'Swaraj 855' tractors to the US. The company also exports its premium products to the US. In 2004, PTL launched its 7th & 8th tractor models which were developed by its own R&D.

· Swaraj Mazda Ltd.

Swaraj Mazda is a joint venture of Swaraj Enterprise and Mazda of. Swaraj symbolises best Indian technology and engineering, and Mazda has R&D and innovation edge on global scale. The company produces vehicles for goods and passenger applications, such as Bus, Ambulance, Water Tanks, Trucks, etc.

· Tata Motors Ltd.
Tata Motors is India's largest automobile company. It is the largest commercial vehicle manufacturer in India and 2nd largest passenger car manufacturer. It is the 5th largest medium and heavy commercial vehicle manufacturer in the world. The popular brands of the company are Tata Indica, Tata Indigo, Tata Sumo and Tata Safari.

· TVS Motor Company 
TVS Motor is the third largest two-wheeler manufacturer in India and ranks among the top ten globally. It is the first company in the world to be honoured with The Deming Prize for Total Quality Management. The company was the first in India to launch 2-seater 50cc moped and 100cc Indo-Japanese motorcycles. At present TVS Apache, TVS Victor, TVS Scooty, TVS Centra and TVS Fiero are the popular bikes in Indian market.

NET WORTH:

 Net worth is the total assets minus total liabilities of an individual or a company. For a company it is called share holder’s equity and reserves and may be referred to as book value. Declaration of higher dividend would how ever have the affect in the net worth. Net worth = Equity + reserve.
TABLE 1.1

NET WORTH
	Sr.no
	Company
	Equity

Rs in Crore
	Reserve

Rs in Crore
	Net worth

Rs in Crore

	1
	Amtek Auto
	26.16
	1662.95
	1689.11

	2
	Ashok Leyland
	132.39
	1762.18
	1894.57

	3
	Bajaj Auto ltd
	101.18
	5433.14
	5534.32

	4
	Eicher motors ltd
	28.09
	385.28
	413.37

	5
	Escorts ltd
	72.23
	946.34
	824.29

	6
	Hero Honda
	39.94
	2430.12
	2470.06

	7
	Hindustan motors
	161.26
	-57.87
	103.39

	8
	Kinetic motors
	73.58
	-68.85
	4.73

	9
	Mahindra and Mahindra ltd
	238.03
	3314.18
	3552.21

	10
	Maruti Suzuki ltd
	144.5
	6709.4
	6853.9

	11
	Mrf Ltd
	4.24
	820.05
	824.29

	12
	Punjab Tractors ltd
	60.76
	586.14
	646.9

	13
	Swaraj Mazda
	10.49
	65.17
	75.66

	14
	Tata Motors
	385.41
	6484.34
	6869.75

	15
	Tvs motors
	23.75
	785.52
	809.27


 The above table reveals the net worth of 15 companies in automobile industries, Out of the above analysis Tata motors ltd has the highest net worth of Rs.6869.75 Crores. It was due to more reserves and equity.  The net worth of Bajaj Auto ltd, Maruti Suzuki ltd stands seconds and third in net worth.  Kinetic Motors with Rs 4.71 Crores net worth stood lowest among companies due to low reserves and equity.
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SALES: 

Sales are the activities involved in selling products or services in return for money or other compensation. It is an act of completion of a commercial activity

TABLE 1.2
SALES

	 Sr.No
	Company


	Sales

Rs in Crore

	1
	Amtek Auto
	1104.11

	2
	Ashok Leyland
	8475.42

	3
	Bajaj Auto
	10834.27

	4
	Eicher motors
	2223.26

	5
	Escorts ltd
	1785.78

	6
	Hero Honda
	11542.04

	7
	Hindustan motors 
	806.37

	8
	Kinetic motors
	253.12

	9
	Mahindra and Mahindra 
	10892.01

	10
	Maruti Suzuki
	17205.88

	11
	Mrf
	4233.66

	12
	Punjab Tractors
	975.54

	13
	Swaraj Mazda
	687.38

	14
	Tata Motors
	31485.97

	15
	Tvs motors
	4473.44


The above table reveals the sales of the 15 companies in Automobile industry, Out of the above analysis Tata motors has the highest sales of Rs.31,485.97 Crores and  Kinetic Motors has the lowest sales of Rs. 253 Crores.
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 GROSS BLOCK:

It is an indicator of the amount that the company has spent on acquiring fixed assets. This is one of the most important investments that has to be made in business and a company can grow over a period of time only if it invests in fixed assets be it modernization, expansion or diversification. 

TABLE -1.3

GROSS BLOCK

	Sr.No
	Company


	Gross Block

Rs in Crore

	1
	Amtek Auto
	1590.28

	2
	Ashok Leyland
	2620.2

	3
	Bajaj Auto
	3178.54

	4
	Eicher motors
	531.45

	5
	Escorts ltd
	1401.03

	6
	Hero Honda
	1800.63

	7
	Hindustan motors 
	487.3

	8
	Kinetic motors
	186.03

	9
	Mahindra and Mahindra 
	3227.69

	10
	Maruti Suzuki
	2551.19

	11
	Mrf ltd
	1889.73

	12
	Punjab Tractors
	295.26

	13
	Swaraj Mazda
	45.9

	14
	Tata Motors
	8775.8

	15
	TVS motors
	1483.01


The above table reveals the Gross block of the 15 companies in Automobile industry, Out of the above analysis Tata motors has the highest gross block of Rs.8775.8 Crores which implies excess investment of fixed assets and may leads to unnecessary locking up of capital the investment in fixed assets by other companies was also good when compared to Swaraj Mazda, who has least investment in fixed assets.
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PROFIT:

The positive gain from an investment or business operation after subtracting all expenses.  Profit is generally the making of gain in business activity for the benefit of the owners of the business. 

TABLE 1.4

PROFIT

	Sr.No
	Company


	Profit

Rs in Crore

	1
	Amtek Auto
	322.05

	2
	Ashok Leyland
	604.51

	3
	Bajaj Auto
	1727.55

	4
	Eicher motors
	87.93

	5
	Escorts ltd
	34.44

	6
	Hero Honda
	1246.1

	7
	Hindustan motors 
	12.79

	8
	Kinetic motors
	-79

	9
	Mahindra and Mahindra 
	2279.8

	10
	Maruti Suzuki
	2279.8

	11
	Mrf
	99.81

	12
	Punjab Tractors
	109.51

	13
	Swaraj Mazda
	23.22

	14
	Tata Motors
	2573.18

	15
	Tvs motors
	90.85


The above table reveals the Profit of 15 companies in Automobile industry, Out of the above analysis Tata motors is earning more profit i.e., Rs.2573.18 Crores when compared to other companies, the profit of the other companies is decreasing and Kinetic Motors Ltd has incurred a loss of Rs.79 Crores.
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  DIVIDEND:

Dividends are payment made by a company to its share holders.  When a company earns a profit that money can be put to two uses it can either be re-invested in the business or it can be paid to the share holders of the company as dividend.

TABLE 1.5

DIVIDEND

	Sr.No
	Company


	Dividend %

	1
	Amtek Auto
	39.24

	2
	Ashok Leyland
	150.11

	3
	Bajaj Auto
	400

	4
	Eicher motors
	290

	5
	Escorts ltd
	0

	6
	Hero Honda
	850

	7
	Hindustan motors
	0

	8
	Kinetic motors
	0

	9
	Mahindra and Mahindra
	115

	10
	Maruti Suzuki
	90

	11
	Mrf ltd
	200

	12
	Punjab Tractors
	0

	13
	Swaraj Mazda
	55

	14
	Tata Motors
	150

	15
	Tvs motors
	20.19


The above table reveals the dividend percentage of 15 companies in Automobile industry, Out of the above analysis Hero Honda has given highest dividend of 850 % to its share holders and companies like Escorts ltd, Hindustan Motors, Kinetic Motors, and Punjab Tractors has not distributed any dividend to its share holders.
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INDUSTRIAL LIFE CYCLE ANALYSIS
Industry life cycle analyses generally three stages pioneering stage, expansion stage and stagnation stage.
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Automobile industrial life cycle stages
Pioneering stage:

Companies like Amtek Auto Ltd, Hindustan motors Ltd, and Escorts motors Ltd are in pioneering stage.
Expansion stage:

Companies like Tata Motors Ltd , Tvs motors Ltd , Maruti Suzuki Ltd, Ashok Leyland, Bajaj Auto, Hero Honda Ltd , Mrf ltd, Mahindra  and Mahindra Ltd  are in expansion stage out of this Tata Motors ltd has highest  net worth ,sales , profit and gross block.

Stagnation stage:

Companies like Punjab tractors ltd, Kinetic motors Ltd, Eicher motors Ltd, and Swaraj Mazda Ltd are in stagnation stage where these companies are low in net worth, sales , profit and gross block.

BETA (()


Beta describes the relationships between the stock return and the marked index return.  This can be positive or negative.  If beta is one, one percent changes in the market index causes exactly one percent changes in the stock return.  It indicates that the stock moves in random with   the market.  If the portfolio is efficient the beta measures the systematic risk effectively. It is a volatility measurement.

Rules for Beta:

Beta equals to zero = the company will move along with the market. Assuming no inflation.

Beta less than one = the share is less volatile and less risky

Beta more than one = the share is more volatile and more risky.   More than Market

                                     n( xy  -  (x(y 

                          (  =




   n(x2 – ((x)2

 N= number of days taken for the study

X= Auto Index

Y= company Index

Table-1.6
BETA VALUE OF SECURITIES 

	Sr.No
	Securities
	N
	 X
	y
	Y2
	X2
	XY
	∑x∑y
	(∑x)2
	Beta value

	1
	Amtek Auto
	240
	1233513.64
	94195.05


	37139445.07


	6365391005
	482923954.3
	1233513.63
	1512555875395.78
	-0.04710

	2
	Ashok Leyland
	240
	1233513.64
	9726.42
	397782.4194
	6365391005
	50054371.2
	11997571641
	1512555875395.78
	0.0025

	3
	Bajaj Auto
	240
	1233513.64
	1327455
	18302577942.41
	6365391005
	6953921800.20
	1637433835711.65
	1512555875395.78
	5.13

	4
	Eicher motors
	240
	1233513.64
	87032.94
	32560637.59
	6365391005
	449032506.89
	107356317748.97
	1512555875395.78
	0.067

	5
	Escorts ltd
	240
	1233513.64
	29558.28
	4738403.633
	6365391005
	36431994688
	36460541259
	1512555875395.78
	-0.00465

	6
	Hero Honda
	240
	1233513.64
	165618.3
	114511385.4
	6365391005
	849873907.4
	20429430427.43
	1512555875395.78
	-0.00525

	7
	Hindustan motors 
	240
	1233513.64
	8326.75
	293202.5275
	6365391005
	42888182.01
	10271159618.60
	1512555875395.78
	0.0035

	8
	Kinetic motors
	240
	1233513.64
	8034.57
	271962.6107
	6365391005
	412728833.27
	9910751606
	1512555875395.78
	-0.00085

	9
	Mahindra and Mahindra 
	240
	1233513.64
	185015.05
	143347418.9
	6365391005
	950420893.4
	228218585930.13
	1512555875395.78
	-0.019

	10
	Maruti Suzuki
	240
	1233513.64
	220396.35
	265116399
	6365391005
	1133227640
	27186190172
	1512555875395.78
	0.0183

	11
	Mrf ltd
	240
	1233513.64
	4926947.3
	15038949458282
	6365391005
	24368100717
	6077456648841.7
	1512555875395.78
	-37.327

	12
	Punjab Tractors
	240
	1233513.64
	64584.95
	17720923.29
	6365391005
	329115739.7
	79666416118.0
	1512555875395.78
	-0.11056

	13
	Swaraj Mazda
	240
	1233513.64
	104999.97
	890319857.1
	6365391005
	525464567.1
	129518894144.59
	1512555875395.78
	0.22689

	14
	Tata Motors
	240
	1233513.64
	181201.97
	137736746.9
	6365391005
	931371312
	223515099777.85
	1512555875395.78
	0.0022

	15
	Tvs motors
	240
	1233513.64
	15539.8
	1014081.56
	6365391005
	79842593.29
	19168555107
	1512555875395.78
	-0.001


Above table reveals the shares of companies like Amtek Auto, Bajaj Auto ltd, Escorts Motors ltd, Hero Honda Ltd, Mahindra and Mahindra ltd, Punjab Tractors ltd, Kinetic Motors ltd, Tvs Motors ltd, has less volatile and less risky and share price of these companies has less fluctuation.  Company like Ashok Leyland ltd, Eicher Motors ltd, Hindustan Motors , Maruti Suzuki, Swaraj Mazda ltd and Tata Motors ltd, these shares of the company will move along with market prices as same as the market.

STOCK RETURN:

 The expected earning from the investment over a period of time, return on stock represents a combination of dividends and increase in stock price. Stock return says that over all return in the securities of auto mobile industry, companies listed in BSE and NSE India 

TABLE -1.7

STOCK RETURN:
	Sr.No


	Securities


	y
	N
	Stock return

	1


	Amtek Auto


	94195.05


	240
	392.47

	2
	Ashok Leyland
	9726.42
	240
	40.526

	3
	Bajaj Auto
	1327455
	240
	5531.06

	4
	Eicher motors
	87032.94
	240
	362.637

	5
	Escorts ltd
	29558.28
	240
	123.15

	6
	Hero Honda
	165618.3
	240
	690.07

	7


	Hindustan motors


	8326.75
	240
	34.69

	8


	Kinetic motors


	8034.57
	240
	33.477

	9


	Mahindra and Mahindra


	185015.05
	240
	770.89



	10
	Maruti Suzuki
	220396.35
	240
	918.318

	11
	Mrf ltd
	4926947.3
	240
	20528.94

	12
	Punjab Tractors
	64584.95
	240
	269.10

	13
	Swaraj Mazda
	104999.97
	240
	0.226

	14
	Tata Motors
	181201.97
	240
	755.008

	15
	Tvs motors
	15539.8
	240
	64.741


The above table reveals the return within in the period of one year, the highest stock returns is from Mrf ltd i.e., Rs. 20527.94. Bajaj Auto ltd stands second in return with Rs.5531.06. All other companies stock return is decreasing and Swaraj Mazda ltd has very low returns of Rs. 0.226.

ALPHA

Alpha is the risk adjusted return on an investment alpha demonstrates whether your investment outperformed or underperformed a risk – related benchmark.  If you outperformed the bench mark then you got more reward for a given amount of risk.  If the investment underperformed the benchmark, then you look on extra risk to get less reward.  Alpha is measured in percent of over performed or underperformance. The alpha value indicates the extra return earn by the stock over and above the market return.  Alpha measures unsystematic risk of a security. 


Alpha (()  = Stock Returns - ( (stock) x Market Return 

Rules for Alpha:

 Positive value                 = Stock is better than market

 When the value is Zero = Stock performance same as market

 Negative value               = Stock price worse than market.
 
TABLE 1.8

ALPHA OF THE SECURITIES:

	Sr.No
	Securities
	Stock return
	Beta value
	Market return
	Alpha

	1
	Amtek Auto
	392.47
	-0.04710
	5139.640
	634.58

	2
	Ashok Leyland
	40.526
	0.0025
	5139.640
	27.6496

	3
	Bajaj Auto
	5531.06
	5.13
	5139.640
	-20851.7

	4
	Eicher motors
	362.637
	0.067
	5139.640
	18.08

	5
	Escorts ltd
	123.15
	-0.00465
	5139.640
	147.0630

	6
	Hero Honda
	690.07
	-0.00525
	5139.640
	960.28

	7
	Hindustan motors
	34.69
	0.0035
	5139.640
	16.26

	8
	Kinetic motors
	33.477
	-0.00085
	5139.640
	37.89

	9
	Mahindra and Mahindra
	770.89
	-0.019
	5139.640
	37.344

	10
	Maruti Suzuki
	918.318
	0.0183
	5139.640
	869.344

	11
	Mrf ltd
	20528.94
	-37.327
	5139.640
	723.92

	12
	Punjab Tractors
	269.10
	-0.11056
	5139.640
	212376.8

	13
	Swaraj Mazda
	0.226
	0.22689
	5139.640
	-728.617

	14
	Tata Motors
	755.008
	0.0022
	5139.640
	743.2726

	15
	Tvs motors
	64.741
	-0.001
	5139.640
	70.0518


Above table reveals the Companies like Amtek Auto ltd, Ashok Leyland ltd, Eicher Motors ltd, Escorts Motors ltd, Hindustan motors ltd, Kinetic Motors ltd, Mahindra and Mahindra ltd, Maruti Suzuki ltd, Mrf Ltd, Punjab Tractors, Tata Motors ltd and Tvs motors ltd, have outperformed in the market with a positive values and the risk is low, companies like Bajaj Auto and Swaraj Mazda have underperformed in the market with negative values, and the risk is very high and return also will be high.
COMPOUND ANNUAL GROWTH RATE (CAGR)

The year-over-year growth rate of an investment over a specified period of time. 
The compound annual growth rate is calculated by taking the nth root of the total percentage growth rate, where n is the number of years in the period being considered. 
This can be written as follows: 

TABLE -1.9

COMPOUND ANNUAL GROWTH RATE
	Sr.No
	Securities
	Beginning value

   Rs
	Ending value

Rs
	Number of years
	Compounded growth rate  in percentage

	1
	Amtek Auto
	360
	431.6
	1
	19.89

	2


	Ashok Leyland
	46.25


	5.15
	1
	12.76

	3
	Bajaj Auto
	2690.
	2604.30
	1
	-3.19

	4
	Eicher motors
	372.35
	407.55
	1
	9.45

	5
	Escorts ltd
	11.70
	158.65
	1
	42.03

	6
	Hero Honda
	760.
	689.30
	1
	-8.12

	7
	Hindustan motors 
	34.45
	66.40
	1
	92.74

	8
	Kinetic motors
	39.30
	43.15
	1
	9.80

	9
	Mahindra and Mahindra 
	912.0
	864.85
	1
	-5.17

	10
	Maruti Suzuki
	932.10
	991.75
	1
	6.40

	11
	Mrf ltd
	4329.00
	7142.05
	1
	64.98

	12
	Punjab Tractors
	250.00
	273.10
	1
	9.24

	13
	Swaraj Mazda
	325.
	323.70
	1
	-0.40

	14
	Tata Motors
	900.90
	763.05
	1
	-15.30

	15
	Tvs motors
	87.
	72.35
	1
	-16.84


The above table reveals the compounded annual growth rate  percentage of 15 companies of Automobile industry, Out of the above analysis Hindustan Motors has highest compounded annual growth rate of 92.74% and Tvs motors had negative compounded annual growth rate of  -16.84%.
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FINDINGS

In the present study it has been found that Indian automobile industry playing a prominent role in the economic development. The findings of the study are:

· Tata Motors ltd is holding the highest of financial position based on net worth, sales, profit, and gross block and also they have good annual growth rate. The stock value of Tata is less volatile and less risky. 

· Maruti Suzuki and Bajaj Auto stand second and third position in financial position and their annual growth rate is good. Share value of Bajaj Auto has high volatility and highly risky, Investors can expect a good return in these companies.

· Hero Honda has given highest dividend of 850 % to its share holders.

· Companies like Amtek Auto Ltd, Hindustan motors Ltd, and Escorts motors Ltd are in pioneering stage.
· Companies like Punjab tractors ltd, Kinetic motors Ltd, Eicher motors Ltd and Swaraj Mazda Ltd are in stagnation stage where these companies are low in net worth, sales, profit and gross block. Share value of these companies has less fluctuations and low risk and also will get low return. The annual growth rate also was found less.

· Companies like Tata Motors Ltd , Tvs motors Ltd , Maruti Suzuki Ltd, Ashok Leyland, Bajaj Auto, Hero Honda Ltd , Mrf ltd, Mahindra  and Mahindra Ltd  are in expansion stage out of this Tata Motors ltd has highest  net worth ,sales, profit and gross block. 
	Sr.No
	Company
	Net worth

Rs in Crores
	Sales

Rs in Crores
	Profit

Rs in Crores
	Gross block

Rs in Crores
	Dividend

    %
	Beta Value 
	Stock return
	Alpha
	CAGR

	1
	Amtek Auto
	1689.11
	1104.11
	322.05
	1590.28
	39.24
	-0.04710
	392.47
	634.58
	19.89

	2


	Ashok Leyland


	 1894.57


	8475.42


	604.51


	2620.2


	150.11


	0.0025


	40.526
	27.6496
	12.76



	3
	Bajaj Auto
	5534.32
	10834.27
	1727.55
	3178.54
	400
	5.13
	5531.06
	-20851.7
	-3.19

	4
	Eicher motors
	413.37
	2223.26
	87.93
	531.45
	290
	0.067
	362.637
	18.08
	9.45

	5
	Escorts ltd
	824.29
	1785.78
	34.44
	1401.03
	0
	-0.00465
	123.15
	147.0630
	42.03

	6
	Hero Honda
	2470.06
	11542.04
	1246.1
	1800.63
	850
	-0.00525
	690.07
	960.28
	-8.12

	7
	Hindustan motors
	103.39


	806.37


	12.79


	487.3


	0


	0.0035


	34.69


	16.26
	92.74

	8
	Kinetic motors
	4.73


	253.12


	-79


	186.03


	0


	-0.00085


	33.477
	37.89
	9.80

	9
	Mahindra and Mahindra
	3552.21


	10892.01


	2279.8
	3227.69
	115


	-0.019


	770.89
	37.344


	-5.17

	10
	Maruti Suzuki
	6853.9
	17205.88
	2279.8
	2551.19
	90
	0.0183
	918.318
	869.344
	6.40

	11
	Mrf ltd
	824.29
	4233.66
	99.81
	1889.73
	200
	-37.327
	20528.94
	723.92
	64.98

	12
	Punjab Tractors
	646.9
	975.54
	109.51
	295.26
	0
	-0.11056
	269.10
	212376.8
	9.24

	13
	Swaraj Mazda
	75.66
	687.38
	23.22
	45.9
	55
	0.22689
	0.226
	-728.617
	-0.40

	14
	Tata Motors
	6869.75
	31485.97
	2573.18
	8775.8
	150
	0.002
	755.008
	743.2726
	-15.30

	15
	Tvs motors
	809.27
	4473.44
	90.85
	1483.01
	20.19
	-0.001
	64.741
	70.0518
	-16.84


SUGGESTION

Suggestion to company

· Tata has highest net worth, sales, profit and gross block but their compound annual growth is declining. Share prices are also decreasing .Tata has to concentrate more on their share holders and can increase the dividend percentage so that share holders can be attracted. This helps to increase share prices also.

· Maruti Suzuki also has a good position in their financial aspects .They can concentrate on their share holders and can increase the dividend percentage. So they can easily attract the share holders

· Bajaj Auto has good financial position and good share holders value. It can increase the dividend percentage and can increase the financial aspects to reach the first position.

· Companies like Amtek Auto, Hindustan motors and Escorts motors are in pioneering stage, companies should increase production, sales, and financial growth to meet their competitions.

· Hero Honda has given highest dividend to their share holders, but they should increase financial aspects of the company.

· Ashok Leyland, Hero Honda, Mrf ltd, Mahindra and Mahindra ltd are in expansion stage. These companies should concentrate more in production and increase profit to reach the maturity stage.

· Companies like Punjab tractors ltd, Kinetic motors, Eicher motors, Swaraj Mazda are in stagnation stage. The financial position in share market is low. So they should reintroduce or introduce new models or redesign existing models so they can catch the market.

Suggestion to investors:

· Investors can invest in company like Bajaj Auto where the financial position is good and share value is volatile and high risky so, investors can expect a high rate of return from the share.

· Investors can also invest in companies like Maruti Suzuki and Tata Motors where the financial position is good. Share is less volatile and less risky. Investor who doesn’t want to take risk can invest in these companies. He may get a periodic return.
· Investors can also invest in shares of Hero Honda where the company has given higher dividend to its share holders when compared to other companies.

· Compound annual growth rate of Hindustan motors is high so investors can invest in these shares too.

· All the others companies are in introduction stage and stagnation stage so there is less possibility for these companies to increase their share prices.

CONCLUSION


The project entitled equity share analysis of Auto mobile industry, companies listed in BSE index for DJS Stock Exchange provides a good picture of the present performance and expected future performance of the securities of these companies. 


Technical analysis is a good indicator which shows the trend movement.  Technical analysis may be used for more than a supplement to fundamental analysis. The proper goal of study is to generate that highest return at a given level of risk.  

The research work is therefore believed to be a guide to investors seeking investment in these automobile industries, companies listed in the Bombay stock exchange.
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SYNOPSIS

A study on Equity share analysis of Automobile industry India companies listed in Bombay stock Exchange at DJS Stock Exchange, Coimbatore concerned with identifying the trends of securities of Automobile industry listed in both BSE index.
The secondary data was collected through corporate website, financial publications, magazines and company's profile etc. The data is analyzed through technical tools like Beta analysis, Alpha analysis, compound annual growth etc. The study is taken for the period of one year. The results are supported by statistical data and various analytical techniques. 
Stock selection process is centered on fundamental security analysis and emphasizes on companies that are industry leaders or dominate certain inches. These companies generally have certain competitive advantages or franchises. Our favorite idea is a company that earns a superior return on its capital and that we believe has the potential to continue to earn superior returns over many years.
Investor prefers companies that are strong cash flow generators. Investor focus is on companies that produce cash in excess of their capital spending and dividend payouts. This free cash can be utilized proactively on behalf of the shareholders. Possible applications include acquisitions; share repurchases, and increased dividends.

The various factors influencing shares of automobile industry were identified, so that it helps the investor to take better decision in investing in automobile industry.
It is found that, Automobile sectors in India is doing good so the investor can invest in automobile industries and get the expected return.
Despite impressive growth, automobile penetration rate is still low in India. As India is an economically growing country, there exists a huge untapped growth potential for the automobile manufacturers.
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Stock Return = company index / number of days taken for the study








Alpha (()  = Stock Returns - ( (stock) x Market Return 


                     = Ri - ((i  x Rm) 








Market return = auto index / number of days taken for the study
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