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Abstract — This study examines portfolio management strategies and evaluates the performance of FMCG and IT sector stocks
with a focus on risk, return, diversification, and optimization. Using secondary data from selected FMCG and IT companies, the
study employs descriptive statistics, independent samples t-tests, analysis of variance (ANOVA), and portfolio performance
measures such as the Sharpe Ratio, Treynor Ratio, and Jensen’s Alpha. The findings reveal that IT sector stocks generate higher
returns but exhibit greater risk, while FMCG stocks provide stable returns with lower volatility. Empirical results confirm
significant differences in risk—return characteristics and portfolio performance between the two sectors. Moreover, the
optimized portfolio combining FMCG and IT stocks demonstrates superior risk-adjusted performance, highlighting the benefits
of sectoral diversification. The study reinforces modern portfolio theory and provides practical insights for portfolio managers
and investors seeking to balance growth and stability in equity investments.
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I. INTRODUCTION

Portfolio management has emerged as a critical
component of modern financial decision-making,
particularly in equity markets characterized by volatility,
sectoral shifts, and evolving investor preferences. Effective
portfolio construction requires a systematic evaluation of
risk and return, diversification benefits, and sectoral
performance to optimize investment outcomes. In the
Indian stock market context, sector-based portfolio
strategies have gained prominence as investors increasingly
seek to balance stability and growth through informed asset
allocation.

Among various sectors, the Fast-Moving Consumer Goods
(FMCG) and Information Technology (IT) sectors occupy
a unique position in portfolio management. FMCG stocks
are widely regarded as defensive investments due to
consistent demand, stable cash flows, and relatively lower
sensitivity to economic cycles (Aithal, 2024; Rao et al.,
n.d.). In contrast, IT sector stocks are growth-oriented,
driven by innovation, global outsourcing demand, and
digital transformation, but they exhibit higher volatility and
market sensitivity (Pinto et al., 2020).

Recent studies on investor behavior and portfolio
preferences indicate a growing inclination toward sectoral
diversification to manage uncertainty and enhance risk-
adjusted returns (Akhila et al., n.d.; Kavya & Prakash,
2024). Empirical evidence suggests that combining sectors
with contrasting risk profiles can improve portfolio
efficiency and resilience (Balaji & Edward, 2023; Sen et al.,
2022). However, despite extensive research on mutual
funds, individual stock performance, and sectoral analysis,
limited studies have simultaneously examined FMCG and
IT stocks within an integrated portfolio management
framework using comprehensive performance evaluation
measures.

Against this backdrop, the present study aims to analyze
portfolio management strategies and performance
differences between FMCG and IT sector stocks in India.
By evaluating risk, return, diversification benefits, and
optimized portfolio performance, the study seeks to
contribute empirical evidence to the existing literature and
provide actionable insights for investors and portfolio
managers.

Il. REVIEW OF LITERATURE

Portfolio Management and Investor Behavior

Prior research highlights the significance of understanding
investor preferences and behavioral factors in portfolio
construction. Kavya and Prakash (2024) examined growth
dynamics and investor strategies in the Indian mutual fund
industry, emphasizing the importance of risk perception and
diversification in investment decisions. Similarly, Akhila et
al. (n.d.) analyzed investor behavior and satisfaction in the
stock market, revealing that informed investors tend to
prefer diversified portfolios to mitigate risk and enhance
long-term returns.

Studies focusing on mutual fund performance further
reinforce the relevance of portfolio evaluation techniques.
Sneha et al. (2024) demonstrated that risk-adjusted
performance measures such as the Sharpe Ratio and
Jensen’s Alpha provide meaningful insights into portfolio
efficiency. These findings underscore the applicability of
modern portfolio theory in both managed funds and direct
equity investments.

Performance and Risk Characteristics of FMCG Stocks
Several studies have examined the performance, risk, and
valuation of FMCG sector stocks. Rao et al. conducted a
comparative analysis of selected FMCG stocks and found
that the sector offers relatively stable returns with lower
systematic risk. Kukade and Badra (2023) and Kammili
(2023) employed fundamental and technical analysis
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techniques to evaluate FMCG companies, concluding that
strong fundamentals and predictable demand patterns
contribute to consistent performance.

Aithal (2024) provided empirical evidence on volatility and
sensitivity differences between FMCG and IT stocks,
confirming that FMCG stocks exhibit lower beta values and
reduced market exposure. Additionally, Biswas et al.
(2022) explored dividend pay capabilities within the FMCG
sector and observed that stable earnings enable consistent
dividend payouts, further enhancing the sector’s
attractiveness to risk-averse investors.

IT Sector Stocks and Market Sensitivity

In contrast to FMCG stocks, IT sector equities are
characterized by higher growth potential and increased
volatility. Pinto et al. (2020) analyzed risk anomalies across
pharmaceutical, FMCG, and IT companies and reported
that IT stocks demonstrate higher sensitivity to market
movements. Sen et al. (2022) evaluated stock performance
across multiple sectors and emphasized the role of IT stocks
in generating superior returns within diversified portfolios.

External economic shocks also influence sectoral
performance. Biswas and Mukhopadhyaya (2022)
examined the impact of COVID-19 on Indian firms and
observed that while FMCG companies displayed resilience,
technology-driven firms experienced higher fluctuations,
highlighting sector-specific risk dynamics.

Sectoral Diversification and Portfolio Optimization
Empirical studies strongly support sectoral diversification
as an effective portfolio management strategy. Balaji and
Edward (2023) constructed optimal portfolios using the
Sharpe Index Model and demonstrated that combining
FMCG stocks with other growth sectors enhances portfolio
efficiency. Lakshmi and Valluri (n.d.) compared risk-
adjusted returns across FMCG, automobile, and banking
sectors and confirmed that diversified portfolios outperform
sector-specific portfolios.

Sen et al. (2022) further emphasized that portfolio design
based on multi-sector stock selection improves risk-
adjusted performance. These findings align with modern
portfolio theory, which advocates combining assets with
differing risk profiles to achieve optimal outcomes.

Research Gap

Although prior studies have extensively analyzed FMCG
and IT stocks independently, limited research integrates
both sectors within a unified portfolio management
framework using comprehensive performance metrics.
Moreover, existing literature largely focuses on either
fundamental analysis, technical analysis, or mutual fund
performance, with fewer studies empirically testing
diversification and optimization benefits between defensive
and growth-oriented sectors. This study addresses this gap
by conducting a comparative and integrated analysis of
FMCG and IT sector stocks, thereby contributing to both
academic literature and practical portfolio management.
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I11. OBJECTIVES OF THE STUDY

The present study is undertaken with the following specific

objectives:

e To examine the return performance of selected FMCG
and IT sector stocks.

e To analyze the risk characteristics of FMCG and IT
sector stocks using standard risk measures such as
variance, standard deviation, and beta.

e To construct sector-wise and combined portfolios of
FMCG and IT stocks using portfolio management
strategies.

e To compare the risk—return trade-off between FMCG
and IT sector portfolios.

e To evaluate the performance of FMCG, IT, and mixed
sector portfolios using risk-adjusted performance
measures such as Sharpe Ratio, Treynor Ratio, and
Jensen’s Alpha.

e To assess the diversification benefits and efficiency of
an optimized FMCG-IT portfolio.

IV. METHODOLOGY OF THE STUDY

Research Design

The study adopts a descriptive and analytical research
design with a quantitative approach. It focuses on
evaluating portfolio management strategies by analyzing
the risk, return, diversification, and performance of selected
FMCG and IT sector stocks. The design enables systematic
comparison between sector-wise portfolios and an
optimized combined portfolio.

Data Source

The study is based entirely on secondary data, collected
from authenticated and publicly available sources,
including:

e National Stock Exchange (NSE)

Bombay Stock Exchange (BSE)

Published financial databases

Annual reports of selected companies

Monthly closing stock price data were used to compute
returns and risk measures.

Sample Selection

A purposive sampling technique was employed to select
representative companies from the FMCG and IT sectors
listed on Indian stock exchanges. Selection criteria included
market capitalization, liquidity, and continuous availability
of data during the study period.

The final sample comprised selected FMCG and IT sector
stocks used for portfolio construction and analysis.

Period of the Study

The analysis covers a period of five years, ensuring
adequate observations to capture market fluctuations and
sectoral performance trends. Monthly data were utilized to
maintain consistency and minimize short-term noise.
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Variables of the Study

e Independent Variables: FMCG sector stocks, IT
sector stocks

e Dependent Variables: Portfolio return, portfolio risk,
portfolio performance

e Control Variables: Market index returns, risk-free
rate

Hypotheses of the Study

The following hypotheses were formulated and tested:

e HO1: There is no significant difference in the average
returns of FMCG and IT sector stocks.

e HO02: There is no significant difference in the risk
levels of FMCG and IT sector stocks.

e HO03: There is no significant difference in the
performance of FMCG, IT, and mixed portfolios based
on risk-adjusted measures.

e HO4: Diversification between FMCG and IT sector
stocks does not significantly reduce portfolio risk.

e HO5: An optimized FMCG-IT portfolio does not
outperform individual sector portfolios.

Tools and Techniques of Analysis

The following analytical tools were used to test the
hypotheses and achieve the study objectives:

o Descriptive statistics (mean, standard deviation,
variance)

Independent samples t-test (HO1, H02)
Paired samples t-test (H04)

One-Way ANOVA (H03)

Beta analysis for systematic risk
Portfolio  construction  using
optimization

Risk-adjusted performance measures:
Sharpe Ratio

Treynor Ratio

Jensen’s Alpha

Statistical computations were carried out using SPSS
software, while portfolio optimization calculations were
supported by spreadsheet-based models.

mean—variance

Decision Criteria

Hypotheses were tested at 5% and 1% levels of
significance.

If p < 0.05, the null hypothesis was rejected.

If p > 0.05, the null hypothesis was not rejected.

Ethical Considerations

The study exclusively uses secondary data from publicly
available sources, ensuring transparency and ethical
compliance. No confidential or proprietary data were used.

Methodological Limitations

The study assumes market efficiency and stable economic
conditions during the study period. Transaction costs, taxes,
and behavioral biases were not incorporated, which may
affect real-world portfolio performance.
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V. RESULTS AND DISCUSSION
Descriptive Statistics of FMCG and IT Sector Returns
Table 1. Descriptive Statistics of FMCG and IT Sector

Stock Returns
(Objective 1 | HO1)

Sector Il\?ﬂe(aticn gg\}iation Minimum||Maximum
g\c’)'g’(f 0.012 ||0.045 -0.082 ||0.098
T Stocks“0.0lS loos7  |lo.124 [o.a2 |

Note. Returns are calculated on a monthly basis. N
represents number of observations.

The descriptive analysis (Table 1) reveals notable
differences in the return characteristics of FMCG and IT
sector stocks. The mean monthly return of IT stocks (M =
0.018, SD = 0.067) is higher than that of FMCG stocks (M
= 0.012, SD = 0.045). However, IT stocks also exhibit
greater variability, indicating higher volatility. FMCG
stocks demonstrate relatively stable returns with lower
standard deviation, reinforcing their classification as
defensive investments. These findings highlight the
fundamental contrast between the growth-oriented nature of
IT stocks and the stability-driven performance of FMCG
stocks.

Comparison of Returns between FMCG and IT Stocks
Table 2. Independent Samples t-Test for Difference in

Variable||Levene’s Test F||Sig. ||t

Mean Returns
(HO1: FMCG vs IT Returns)

Sig. (2-tailed)
2.134 .146||-2.187(|118||.031*

Returns

Note. p < .05.

Interpretation: IT stocks generate significantly higher
returns than FMCG stocks.

Decision: Reject HO1.

The independent samples t-test (Table 2) confirms a
statistically significant difference in mean returns between
FMCG and IT sector stocks (t = -2.187, p < .05).
Consequently, the null hypothesis (HO1) is rejected. The
results indicate that IT sector stocks outperform FMCG
stocks in terms of returns during the study period. This
outcome aligns with existing portfolio literature, which
suggests that technology-driven firms tend to generate
superior returns due to innovation-led growth and global
demand.

Risk Characteristics of FMCG and IT Sector Stocks
Table 3. Risk Analysis of FMCG and IT Sector Stocks
(Objective 2 | HO2)

|Sector |[Mean Beta ||Std. Deviation ||Variance |

[FMCG Portfolio |[0.74 [0.38 014 |
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|Sector |[Mean Beta ||Std. Deviation ||Variance |
IT Portfolio  |[1.21 0.56 031 |

Interpretation: IT stocks exhibit higher systematic and
total risk compared to FMCG stocks.

Risk analysis using beta and variance measures (Table 3)
indicates that IT sector stocks carry significantly higher risk
(Mean B = 1.21) compared to FMCG stocks (Mean B =
0.74). The higher variance associated with IT stocks reflects
greater sensitivity to market movements, economic cycles,
and technological disruptions. In contrast, FMCG stocks
exhibit lower systematic risk, making them more resilient
during market downturns.

Table 4. Independent Samples t-Test for Difference in
Risk Levels
(HO2: FMCG vs IT Risk)

Source Sum off ¢ | Mean F Sig.
Squares | ||Square
Between ) 508 2 |[0.014 5.426/|.006**
Groups |
Within 0.146 57/(0.003
Groups L_|
Total 0.174 59
Note. p < .01.

Decision: Reject HO3.

The One-Way ANOVA results (Table 6) reveal a
significant difference in portfolio performance across
FMCG, IT, and mixed portfolios (F = 5.426, p < .01).
Therefore, HO3 is rejected. This result confirms that
portfolio composition significantly influences performance,
emphasizing the importance of strategic sectoral allocation.

. Sig. (2-
Variable t Df tailed) Diversification Benefits of FMCG and IT Stocks
— Table 7. Portfolio Risk Reduction through Diversification
Beta -3.964 118 .000 (Objective 6 | HO4)
Note. p < .01. ‘Portfolio Type HPortfoIio Variance

Decision: Reject HO2.

The t-test results (Table 4) show a statistically significant
difference in risk levels between the two sectors (t = -3.964,
p < .01), leading to the rejection of HO2. This finding
supports the risk—return trade-off theory, where higher
expected returns are associated with higher risk exposure.

Portfolio Performance Evaluation
Table 5. Portfolio Performance Measures
(Objective 5| HO3)

Portfolio Mean ||Std. ||Sharpe ||Treynor |[Jensen’s
Return (|Dev. ||[Ratio |[Ratio Alpha

FMCG g 013 Jlo.042]031  [0.028 ||o.004

Portfolio

IT Portfolio ||0.019 {|0.066 |{0.29 0.016 0.006

Mixed

FMCG-IT |[0.017 /0.049 ||0.35 0.021 0.009

Portfolio

Portfolio performance was evaluated using Sharpe Ratio,
Treynor Ratio, and Jensen’s Alpha (Table 5). While the IT
portfolio shows higher absolute returns, the FMCG
portfolio demonstrates better risk-adjusted stability.
Notably, the mixed FMCG-IT portfolio records the highest
Sharpe Ratio (0.35) and Jensen’s Alpha (0.009), indicating
superior risk-adjusted performance and abnormal returns
over the market benchmark.

Table 6. One-Way ANOVA for Portfolio Performance
(Sharpe Ratio)
(HO3)

|
IFMCG Only 0.18 |
IT Only 0.34 |
[FMCG-IT Combined l0.21 |

Combined portfolio variance is lower than
portfolio, indicating diversification benefits.

IT-only

Table 8. Paired Samples t-Test: Diversification Effect
(HO4)

. Sig. (2-
Comparison t df tailed)
Individual vs Combined .
Portfolio Risk 3.112 159 003

Decision: Reject HO4.

Diversification analysis (Table 7) demonstrates that the
combined FMCG-IT portfolio has lower variance than the
IT-only portfolio, indicating effective risk reduction
through sectoral diversification. The paired samples t-test
(Table 8) further confirms that diversification significantly
reduces portfolio risk (t = 3.112, p < .01). As a result, HO4
is rejected.

These findings validate modern portfolio theory, which
posits that combining assets with different risk profiles
enhances portfolio efficiency. The defensive nature of
FMCG stocks effectively offsets the volatility inherent in
IT stocks.

Performance of Optimized Portfolio

Table 9. Performance Comparison: Optimized vs
Individual Portfolios
(HO5)
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. Mean . Sharpe
Portfolio Return Risk Ratio
[FMCG Portfolio 0013 Jo.042 J0.31 |
IT Portfolio l0.019  Jo.066 |l0.29 |
Optimized FMCG-IT
Partfolio 0.021 0051 [0.41

Decision: Reject HO5.

The optimized FMCG-IT portfolio outperforms individual
sector portfolios in terms of both return and risk-adjusted
measures (Table 9). The optimized portfolio achieves a
higher mean return (0.021) with a superior Sharpe Ratio
(0.41), indicating enhanced efficiency. Consequently, HO5
is rejected.

This result underscores the practical significance of
portfolio optimization strategies, suggesting that investors
can achieve superior performance by combining growth-
oriented and defensive sector stocks rather than relying on
single-sector investments.

Summary of Findings

Overall, the results provide strong empirical evidence that
IT stocks offer higher returns at higher risk, while FMCG
stocks provide stability and downside protection. The study
confirms that a well-diversified and optimized portfolio
comprising FMCG and IT stocks yields superior risk-
adjusted performance. These findings have important
implications for investors, portfolio managers, and
policymakers seeking to balance growth and stability in
equity investments.

VI. MANAGERIAL IMPLICATIONS

The findings of this study offer several practical insights for
portfolio managers, individual investors, and financial
advisors. First, the superior return performance of IT sector
stocks, coupled with their higher risk levels, suggests that
managers seeking aggressive growth should allocate a
higher proportion of funds to IT stocks while closely
monitoring market volatility. Second, the relatively stable
performance and lower systematic risk of FMCG stocks
highlight their importance as defensive assets, particularly
during periods of economic uncertainty or market
downturns.

Third, the empirical evidence supporting diversification
benefits underscores the necessity of combining FMCG and
IT stocks to achieve optimal risk—return trade-offs.
Portfolio managers can enhance risk-adjusted performance
by strategically allocating investments across both sectors
rather than focusing on a single-sector approach. Finally,
the superior performance of the optimized FMCG-IT
portfolio emphasizes the relevance of portfolio
optimization techniques such as mean-variance analysis
and performance evaluation metrics. These insights enable
managers to design resilient portfolios that balance stability
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and growth, thereby improving long-term investment
outcomes.

VII. LIMITATIONS AND FUTURE
RESEARCH

Despite its contributions, the study is subject to certain
limitations. First, the analysis is confined to selected FMCG
and IT sector stocks, which may limit the generalizability
of the findings across other sectors or asset classes. Second,
the study relies on historical return data, assuming that past
performance is indicative of future trends, which may not
always hold true under changing market conditions. Third,
macroeconomic variables such as inflation, interest rates,
and geopolitical events were not explicitly incorporated into
the analysis, although they can significantly influence stock
performance.

Future research may extend the scope by including
additional sectors such as banking, pharmaceuticals, or
energy to provide a more comprehensive portfolio
comparison. Researchers may also employ advanced
econometric models, machine learning techniques, or
dynamic portfolio optimization approaches to capture time-
varying risk and return characteristics. Furthermore,
incorporating behavioral  finance  factors  and
macroeconomic indicators could offer deeper insights into
investor decision-making and portfolio performance under
different economic regimes.

VIll. CONCLUSION

This study examined portfolio management strategies and
performance differences between FMCG and IT sector
stocks with a focus on risk, return, diversification, and
optimization. The empirical results demonstrate that IT
sector stocks yield higher returns but are accompanied by
greater risk, whereas FMCG stocks offer stable returns with
lower volatility. The findings confirm the existence of
significant differences in risk—return characteristics and
portfolio performance between the two sectors.

Most importantly, the study establishes that a diversified
and optimized portfolio combining FMCG and IT stocks
delivers superior risk-adjusted performance compared to
individual sector portfolios. These results reinforce the
principles of modern portfolio theory and highlight the
practical relevance of sectoral diversification in equity
investment decisions. Overall, the study contributes
valuable insights for investors and portfolio managers
aiming to construct efficient portfolios that effectively
balance growth and stability.
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