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E- " [vestors se’:yt better stocks to invest through
{ analysis- ey identify most promising sectors
¥ wra;ew the performance of companies within the
== zior:;ldetermme which individual stock would provide

s and ultimately, be purchased. There are

: Q;' stheperfo

; belonﬂs
“E who

aspects
mfr:zompan}' s stock in the stock market. The first aspect
b

rmance ofthe individual company. The second
he performances ot fthe industry to which the company
fLef The third is the performance of the marketas a

le. It is a known fact that sectors are groups of

_wﬂ'y&'ﬂé‘ which perform similar functions in ths

wconomy. The sector analysis involves the process of

e == dividing the ‘total market inte sectors and then studying

‘"“the market performance of each sector individually, so

ihat each sector can be compared to other sector or to

= thé market as a whole.

= The sectoral analysis covers the market efﬁc1ency

'.,,-,,of dlffereut ‘sectors of the economy. It focuses on the
 key points of the latest reforms of economy as initiated

= ~by the Governmen: of India. The IT industry is one of

i the core sectors of the economy. The IT industry has
played 3 ma_;or role in placing India on the- mternatxonal

3 ;-.—_;mp Indian IT companies encompass various aspects

¥ of computing and technology covering almost every
. segment of human actmtles Therefore, this paper tests

_ sstor, listed at the BSE, using daily closing share prices
dﬂﬂng the study period.
: 7-7 x(evxew of Literature

iValIable on sector analysis.
Tasneem Alam and Muhammad Waheed (2003),
_ ':I‘he"' study entitled, "The Monetary Transmission
~“*hanism jn Pakistan: A Sectoral Analysis",
lined the monetary transmission mechanism in
b E‘St&u at a sectoral level. Taking the structural
! ;:“5 OMation of the economy and the monetary and
ACial reforms during 1990s, the Researchers assessed
“0er the reform process exercised notable impact

that would generally affect the performance :

:’—the market efficiency across the companies under IT-

The following are the select few research studies
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on the monetary transmissiort mechanism. The study
found evidence to support sector-specific variation in the
real effects of monetary policy. The study also suggested
significant changes in the transmission of monétary shock

_ to real sector of the economy durmv the post—reform
" pericd.

Mufeed l?.awashdeh and Jay y Squalli (2004), in their
article entitled, 'A Sectoval Efficiency Analysis of the
Amman Stock Exchange”, tested the market efficiency
across four sectors, namely, Banking, Industrial,
Insurances-and Services in the Amman Stock Exchange
(ASE). This study used daily sectoral indices between
1992 ang 2004 by using Variance Ratio and Runs Tests.
It was found from the analysis that the random walk and
weal form efficiency hypotheses were rejected for all
sample sectors.

The study entitled, "Sectoral Analysis of Small
and Large Firms and its Implications for Size

' Premium in Indian Stock Market", by Vanita Tripathi

(2007), studied the Small and Large Firms mplxcatlons
The study found that small firms were concentrated in
certain poor performing sectors (Chemicals, Capital

. Goods, Textile, Consumer Durables) while many large

firms operated in healthy, stable and highly profitable
sectors (IT, FMCG Banking). This study also found that

: although small firms sectors tended to be less profitable,

it was not the sector specific effect but firm specific

* éffect which accounted for large size premlum in Indian

Stock Mamet

A study entitled, "A Sectoral Efficiency
Axialysis of Malaysian Stock Exchange under
Structural Bank", by Chin Wen Cheog (2008),
investigated the weak form market efficiency by using
daily returns of nine sectoral indices in Malaysian Stock
Market between 1996 and 2006. The study found that
the sectoral indices of Malaysian Stock Markets were
inefficient weak-form (except the property index).

The study entitled, "Analysis of Sectoral
Efficiency- A Study of Oil and Power Sectorin BSE",
by R.Rajesh Ramkumar, M.Selvam and G.Indhumathi
(2010), studied the market efficiency across the
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compénies under Oil and Power Sector listed at the BSE

by using the daily closing share prices from Jan 2005 to

Dec 2009. The study found that the Oil and Power séctor-

was efficient during the study period.

: The above literature provided an overview of
different models which could be used to study the sectoral

efficiency around the world. However, there was no

comprehensive study carried out in Indjan Stock Markets.

Hence an attempt has been made in this study to evaluate

market efficiency in the Indian context by applysing the

‘models used in the above studies.

3. Statement of the Problem -

The Capital Market is z vital institution as it

facilitates mobilization of funds for economic °

development. It is appropriate that so many parties are
interested in knowing the efficiency of the Capital Market.
The retail investors can be motivated to save and invest
their savings in the Capital Market only if their securities
in the market are correctly priced. The Random Walk
Hypothesis of stock prices is concerned with the question
- of whether one can predict future price movement from
past prices. Many studies tested the efficiency in global
-stock market and also tested the random walk hypotheses
for various popular indices. But in India, only a few studies
examined the returns of the stock market, especially with
reference to stock indices like S&P CNX Nifty, BSE
100 Index, and Nifty Junior etc. It is important to note
that there were no comprehensive studies carried outto
test the sectoral efficiency in the-Indian context.
Individual investors are not fully informed of the sectoral

Saaawa 103

present study aims to investigate the efficiency of Indian
Stock Market for different sectors which were actively
raded in the Bombay Stock Exchange (BSE). This study
analyses the market efficiency among the sample
companies underIT sectors listed in the BSE.
4. Objectives of the Study
- The present.study was carried out to examine the
market efficiency of the IT Compames hsted in the BSE-
IT Index.
5. Hypotheses of the Study

The present study tested the followmg null
Bypotheses. 4
NH1. There is no significant difference in the share. price

behavior of samiple stocks..

32 There is no normal distribution in the rsturns of
the shares of sample companies.

nmr-vency; the mﬂvan Stock Market. Tharpfnre the

www.bseindia.com and Wwwyahooﬁnance com.
6.3 Period of the Study sl
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6. Methedalooy of the Study
6.1 Sampie Selection ;
" In the IT secfor, there are totally ten COmpy;
which were listed on 1st July 2010. For the Purpogg 5 e
this study, stocks of all ten companies stocks l‘gtedm P
BSE were taken as the total sample population a5 glveq_j
below.

Name ofhthe o

SLNo | Name of the Company | SLNo pany

1 | Infosys : 6 Patni Computer ]

2 Oracle Finance 7 Wipro : G -
3 - | Finance Technology 8 HC-L Tech :

4 TCS 9 Rolta India

5 |MPhassid |10

Source: www.bseindia.com
6.2 Sources and Collection of Data

‘The present study was mainly b&. ¢ on secondary £
‘data (IT stock daily closing prices) which were collectef

The present study was mainly intended to exami
the sectoral efficiency (market) of stocks of”

ﬁ
covers a period of five years from ist January ~005 :

31st December 2009. \ e
6.4 Tools Used for Analysis —
In order to evaluate the sectoral efficiency Df e
Sector, tools like Runs Test and Au’tocon‘elf_itlon wefl
used. - :
(a) Runs Test- It is a non—parametnc test used fc’
measuring market performance. It does not regi® ¥
specification of the probability distributien. It depe™ i g :
only on the price movements. They are essenti®” ¢ e =
concerned with direction of changes in price move™ m,
NN +1) -5 »f
i = . -
Where, . - .
M = Expected number of runs
ni = Number of price changes of eack:
N = Total number of price changes.

M=

flg-an

sl”ﬂ(ﬂ’

B
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- It is the statistical tool used for
mpany's successive terms in a given

|

[)
!

v
g !

W

‘}t“‘

(& the number of Iage
§ represants the reai rate of returns
2is the total rember of observations
2 is the sample autucorre!atmn functmn for the lag K

R the mean 15iurms
S :miations of the btudy

g";::smdy suffers from the following limitations.
;udy was based on secondary data and hence it

addled with certain limitations which are bound to
./ A a*q

SR ]

vaa nf gecon

Siad vith the t use o1

2 0 il o0 Y¥aiiaz liiw

%= core sectors of the econorny.

e limitations associated with Runs Test and
zlation Test, are applicable to this study also.
ahvsis of Market Efficiency of IT Sector's Stocks.

* As stated earlier, the present study aims to test

utket efficiency of Indian IT Sector. The analysis
-fsteﬁ' iciency of IT stocks is arranged as follows:
ni [Markat) Efficiency of IT Sector - Runs Test
kai [Market) Efficiency of IT Sector- Autocorrelation
Elﬂ(\hrkei} Efficiency of IT Sector- Raumns Test
= : TABLE -1
EANALYSIb OFRUNTEST WITHMEAN BASE FOR
' SAMPLE IT STOCKS
&= el
=7 Name m Significancelevel | Z
4 597 210 -1.253
: ¥F' 504 K] 718
e —— S
- 532 1000 4312
i__\ 815 757 310
I BT 1203
k BE R -1.625
F\ 624 823 224
= =
= - 765 -.
e |9 | L
‘ kl:ﬁ!llted from Prowess
1 shows the analysis of Runs Test by having

Ffﬁ 3s the base for sample IT stocks. From the
Ie, itis understond that out of ten stocks taken

=
e co
; and dev ,Aldence of the successive sharv PRCS

study focused only on the IT Sector as it is one
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for this study, nine stocks in the IT Sector, namely, stocks .
of Infosys, Oracle Finance, TCS, Mphasis, Patni

Cotnputer, Wipro, HCL Tech, Rolta India and Tech

Mahindra did not tollow the normal distribution as its

mean values were not significant. The remaining sample *
stocks (the stocks of Finance Technoiogy) followed the

normal distribution. Only the Z*values of Finance

Technology Company were significant under normal

distribution at 5% level. Therefore, the null hypothesis

(NH2), "There is no normal distribution in the returns of

the shares of sample companies”, is accepted.

TABLE-Z :
THEANAL{ SISOFRUNTEST WITHMEDIAN BASE
'FORSAMPLE IT STOCKS.
Company Name - N Significance level | Z
Infosys 593 113 -1.561
Oracle !‘-'inanca 618 887 -142
Foancetech 2 000 e
TCS : 615 157 -3.10
“Mphesis 1639 293 1.052
PamiC.om : 583 138 -1.127
WIPRO 520 : M -.028
HCL Tech 628 670 426
Rolta India €13 670 -.426
Tech Mahindra &3 e A

3uqrce: Computed from Prowess :
The results of Runs Test by having median value
as the base for sample IT stocks are given in Table-2.

- It is clear that nine stocks cut of ten stocks in the IT

Sector did not follow the normal distribution. Stocks from
Infosys, Oracle Finance, TCS, Mphasis, Patni 'Co'mputer,
Wipro, HCL Tech, Rolta India and Tech Mahindra did
not follow the normal distribution. Besides, the Z values -
for these nine Companies were not significant under

- nor:al distribution at 5% level. From the aila1ysis, itis

noted that majority of sample companies did not follow
the nonpal distribution. Hence the null hypothesis (NH2),
"There is no normal distribution in the returns of the
shares of sample companies”, is accepted under the
median base analysis. The stocks of Finance Technology
followed normal distribution at 5% significant level.
7.2 Sectoral (Market) Efficiency of IT Sector -
Autocorrelation

Table-3 reveals the results of autocorrelation of
sample IT stocks during the study period. It is understood
from the above Table that out of ten sample companies
taken for this study, only six companies recorded
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significant value.in all the 10 lags. Those companies are
Infosys, Finance Technology, TCS, Mphasis, Patni Com
and HCL. Further, it is to be noted that the values of
these six companies were significant at 5%. The analysis
of autocorrelation reveals the fact that four companies
(Oracle Finance, Wipro, Rolta India and Tech Mahindra)

did not earn significant value at 5% level in all the 10.

lags. Chart-1 explains the results of autocorrelation for
the IT Sector. From the above Chart, it is found that the
residuals of companies exhibit a distinct behaviour. Some

. of the companies were initially positive, then became
negative and after that again turned positive. This shows -

that the returns were not randomly distributed.
TABLE-3

. THERESULT OF AfJTOCORRE[JHIGN OFSAMPLEIT

STOCKS DURING THE STUDY PERIOD

Namcoi |ACF& | ILagl |Lag2 |Lagd |Lag4 |Lags. |Lag6 |Lag7 |Lag8 | Lagd |Laglo
the | Probability
| Company : S S et
A 4B |2 |-0% | W2 |06, |00 |95 |04 |86 | 0B
R o B L L B Y I T T
Ok | A WU |85 |-0m |07 |0% |00 |0 | oW |00 |80
Finace |Prowbiiy, | 205|082 | 012 |95 |Im |17 |9 [ OB |1 |18
Finance | ACE TR L L L O N e e )
A O |-0% |09 |06 102 |@2 |06 |05 |-0m |00 |
TCS Frooability .000* 005 000* | .090% oo0* 500+ 00* 000 oo 801
ACF 068|062 |03 |0l |05 |00 |05 |02 |00 |-08
Mpham Proksbility ols* oos* oI5 021 o 007 o1l 009 015 Ot o
5 ACF 076 -09% -040 015 040 05 024 020 ol -.006
Patni Com Probabiiity 007* .000* 000* 000% 000 oot 001* 002* 003 005
ACF -3 -020 ~053 m 019 - | 0807 45 002 -3 044
RS e B B S R B B B W TR )
ACF 000 |03 |04 |08 |05 |07 [-04 |0W | 0@ | 9%
HCL Tech e 50 (35 [ 23% 08 |0 0% [0 |90 1%
Rolz |ACF _ |10 [-036 |05 . |06 |-01 [-069 |-9% | 0% |02l [-03
India | Prooability | .000° | 000%7 [00i° | 00i* |00z |.000° |.000° |.000° |.000° |.000°
Teh | ACF - |03, |0 |G |00 |-010 -0 |0 |-837 |05 |00
Mahindra | Probability 548 217 133 22 334 401 481 413 485 B
Source: Computed from Table-3
Sourca: wwi hssindia.com
THE CHART SHOWINGTHERESULT OF
' AUTOCORRELATION FORIT SECTOR
0.25 «
%3 - Seriesl
ngnesz
-s:nesa e
‘m Seriesa
= Seriess
& Series6
» Series7
!Senem
¥ Series?
= Seriesi0
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- Tk= followings are pointers towards further res»‘:al'ch
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5. Findings nf the Su“i‘&

The important findings of the study

below. *

1. The Sectoral (market) efnmency of IT Sector y,
tested by Runs Test and it indicated that there Wi—\-
no randomness in the stock market, because the £ f
returns for all sample stocks were not norman\

_ distributed during the study period.

2. It is found that nine companies, nainely, I.nfOS)q
Oracle Finance, TCS, Mphasis, Patni Computer

- Wipro, HCL Tech, Rolta India and Tech Mahing,
did not follow normal distribution during the study
period based on their mean and median wlues unde; -
the Runs Test. :

3. The results of auto correlation for some sample ﬂ £
Companies have revealed significant returns at §%
level.

4. The returns of sample "OdequES were 1ot distri tut.d =
randomly under the Autocorrelation Test during th : :
study period. =

Conclusion

The study examined the returns of ten sampk =
compaies to study the Sectoral ( (market) Efficiencyby £~
using Runs Test and Autocorrelation Function {ACF} =

The study reveals the fact that the results of both test

(Runs and Autocorrelation) for Finance Technology alo '

Social § Scien.

are givey g

aﬂi‘.l“” T'

b

i

PPy

" support normal distribution. The other nine companies 2

(Infosys, Oracle Finance, TCS, Mphasis. Patni Computr =
Wipro, HCL Technology, Rolta India and Tech Mahind?)
did not record normal distribution. This shows thaton
Finance Technology was in a good position during!
study.period and the investors of this company wo!
have earned maximum returns during the study pt‘lm‘i
This depicts the growth of IT Sector and their effi cien
in the Indian Capital market.

Scope for Further Research

. ==
=
=
£
=
’

«% The study with similar objectives could be made
reference to other Sectors. : :
% BSE Sector Indices, Midcap Indices and amallc
Indices could be taken up for further study.
% There could be further study to -examine
" Information Content relating to economy, P"lltl
legal procedure etc. e
% The study to determine the market £ ctors,
 affect the share price movements of the cOM P
could be takenup. o

12057 P4 e m e wﬁ'um uwnw'

% The NSE markét could bv researchsd UP_On

different Sectors.
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INCREDIBLE INDIA TOURISM DEVELOPMENT IN INDIA
Dr.B. GURUVA REDD], S.B.K.College, Aruppukottai.

k]

3 +an economy and employment generation parncularly
remote and bac! ioward areas. The growth of Tourism
- India is sngmﬁ;ant and consistant in the last five years.

mnk of India in internationa! arrivals and tourism

3nd and 20th respectively in 2007. Tourism provides
e second highest net foreign exchange earnings to our
omy. It is estimated that, by 2010, this industry will
: 7 million new jobs, may contribute Rs.1,3C,000
2 in capital investment and it occupies 11% of the
: :’;d’s GDP.

z.

TABLE - i -
NTOUR:ST ARRIVAIBNII\IDIADURING% 21;08

;i 2 ;_an - FEAS Percentage ("/:a) change over
_i i (in Million) the previous year
g 1996 2.29 %7,
e L 2ar, EX]
E’ 1933 i 236 0.7
L_k 1999 243 32
2000 265 67
Ll 254 32
12002 238 6.0
2003 273 123
= 200¢ 346 . 2638
52005 352 133
—=2006 - 345 133
=2007 508 123
=208 272 11
Senduaey @) ‘

~_ Tourism plays amajor role iri the development of

sipts rose from 51st and 37th respectively in 2003 to

anlor a
SULGE ooil
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Source: (i) Bureau of Immigratinn, Gavt. of India, for 1995.2007

(i} Ministry of Tourism, Gavt. of lndia, for 2008

There is steady gz'owth' in the Foreign Tourist
Arrivals(FTAs) from 2002 in India. In 2007 FTA in
India has been recorded a maximum of 5.08 million.
India witnessed a highest percentage of change in 2004
of 26.8% followed by 2003 and 2007 (14.3%) . The
Foreign Tourist Arrivals in Indian during 1996- 2008 is

 given in table L

Month-wise F oreavn Tourist Arrivals in India during
2006-2008. .

g Tourxst prefer different countries to visit due to ‘
number ‘of reasons. - Differsnt fe stivals, trade fairs,
climatic condition, important incidents attract tourist to
a particular country. Astro- tourism at present attracted
many people from all over the world to see the lengthy

12 £, ]"Y 3
s +h =Y
clinse. It is clear from the table T that | during

2006 and 2007 December has been the peak month for
FTAs in India followed by January and November of
2006 and 2007. May month has been the leanest month.
This may due to hot summer in India. In 2008 January
has been the peak month among the available data from

January to June.




