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Abstract 

The Indian stock market plays a vital role in the economic development of the country by 

facilitating capital formation and investment opportunities. Among the major stock exchanges 

in India, the Bombay Stock Exchange (BSE) and the National Stock Exchange of India (NSE) 

are the most significant platforms for securities trading. This study focuses on a comparative 

analysis of BSE and NSE with special reference to risk and return associated with selected 

securities traded on these exchanges. The research aims to evaluate the performance, volatility, 

and return patterns of stocks listed on both exchanges and to understand the investment 

behavior influenced by market fluctuations. The study is based on secondary data collected 

from stock market reports, company financial statements, journals, and official exchange 

websites. Various statistical tools such as average return, standard deviation, beta analysis, and 

risk-return correlation are used to measure and compare the investment performance of selected 

stocks. The study also examines the efficiency, liquidity, and trading mechanisms of BSE and 

NSE. The findings indicate that both exchanges provide significant investment opportunities; 

however, differences exist in terms of trading volume, market capitalization, volatility, and 

investor participation. NSE generally demonstrates higher liquidity and faster trading 

efficiency, while BSE reflects broader market representation with a larger number of listed 

companies. The study concludes that risk and return are closely related in stock market 

investments and investors should carefully analyze market conditions before making 

investment decisions. The research provides useful insights for investors, researchers, and 

financial analysts regarding the comparative performance of BSE and NSE in the Indian capital 

market. 
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I.   Introduction 

The stock market plays a crucial role in the 

economic development of a country by 

mobilizing savings, facilitating capital 

formation, and providing investment 

opportunities to individuals and institutions. 

In India, the Bombay Stock Exchange (BSE) 

and the National Stock Exchange (NSE) are 

the two major stock exchanges that 

significantly influence the country’s 

financial system. Their performance is often 

evaluated through risk and return, which are 

considered the fundamental indicators for 

investment decision-making. 

The relationship between risk and return has 

been widely discussed in financial literature. 

Markowitz introduced the concept of 



Journal of Science Engineering Technology and Management Science                               ISSN:3049-0952 

Volume 03, Issue 07, July 2026                                                                                                        www.jsetms.com 

1151 | Page 

 

 
 

 

portfolio diversification and demonstrated 

that investors can optimize returns by 

selecting an efficient combination of 

securities while minimizing risk [2]. 

Building on this foundation, Sharpe 

developed the Capital Asset Pricing Model 

(CAPM), which explains how expected 

return is related to systematic market risk [3]. 

Lintner further extended this framework by 

emphasizing the selection of optimal risky 

portfolios under uncertain market conditions 

[4]. 

The concept of market efficiency is equally 

important in understanding stock exchange 

behaviour. Fama stated that security prices in 

an efficient market fully reflect all available 

information, making it difficult for investors 

to consistently earn abnormal returns [1]. 

Empirical examinations of CAPM by Black, 

Jensen, and Scholes provided additional 

evidence regarding the relationship between 

beta and stock returns, supporting the use of 

risk measures in stock market analysis [5]. 

Modern financial markets are characterized 

by continuous fluctuations and volatility. 

Engle introduced the ARCH model, 

demonstrating that market volatility changes 

over time and can be statistically estimated 

[8]. Bollerslev later proposed the GARCH 

model, which became a widely accepted 

technique for analysing time-varying 

volatility in financial returns [7]. These 

models are particularly useful for studying 

the dynamic behaviour of stock indices such 

as BSE Sensex and NSE Nifty. 

Several studies have specifically examined 

the Indian stock market. Bose analysed the 

volatility and return characteristics of BSE 

Sensex and NSE Nifty and observed 

noticeable differences in their return 

variability [11]. Padhan evaluated the risk 

and return performance of Indian equity 

market indices using statistical indicators 

such as mean return, standard deviation, and 

beta [12]. Sharma and Bodla confirmed the 

presence of volatility clustering in Indian 

stock markets, indicating that market risk 

changes across different trading periods [13]. 

The increasing integration of Indian financial 

markets with global markets has also 

attracted considerable research attention. 

Narayan and Sharma found that volatility 

spillovers from international markets 

significantly influence Indian stock market 

movements [9]. Similarly, Mishra and 

Mishra highlighted the growing integration 

of Indian equity markets with emerging and 

global financial markets, which affects both 

risk exposure and return patterns [10]. 

Comparative analysis between BSE and NSE 

has become important because both 

exchanges differ in terms of market structure, 

trading mechanisms, liquidity, and investor 

participation. Mahapatra and Chandra 

compared the performance of BSE Sensex 

and NSE Nifty from a risk–return perspective 

and concluded that both exchanges exhibit 

distinct characteristics in terms of volatility, 

return generation, and investment efficiency 

[15]. 

In this context, the present study titled “Risk–

Return Dynamics in India’s Leading Stock 

Exchanges: An Analytical Comparison of 

BSE and NSE” aims to examine and compare 

the risk and return behaviour of the two 

leading Indian stock exchanges. By 

analysing their volatility patterns, return 

performance, and associated risk measures, 

the study seeks to provide useful insights for 

investors, financial analysts, portfolio 

managers, and policymakers in 

understanding the relative investment 

attractiveness of BSE and NSE under varying 

market conditions. 

 

II. Research Objective 

➢ To study the functioning and structure 

of the Bombay Stock Exchange and the 

National Stock Exchange of India.  

➢ To compare the performance of BSE 

and NSE in terms of trading volume, 

market capitalization, and liquidity.  

➢ To analyze the risk associated with 

selected securities listed on BSE and 

NSE.  

➢ To evaluate the returns generated by 

selected stocks traded on both 

exchanges.  

➢ To examine the relationship between 

risk and return in stock market 

investments.  

➢ To study the volatility and price 

fluctuations of securities listed on BSE 

and NSE.  

➢ To identify the factors influencing 

investment decisions in the Indian stock 

market.  
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➢ To provide suggestions for investors 

regarding investment decisions based on 

risk and return analysis. 

III. Research Methodology      

➢ Analytical and comparative research 

design  

➢ Study based mainly on secondary data  

➢ Data collected from BSE and NSE 

official websites  

➢ Use of annual reports, journals, books, 

magazines, and financial newspapers  

➢ Selection of sample companies based on 

market capitalization and trading 

activity  

➢ Study conducted for a specific period of 

time  

➢ Use of statistical and financial tools for 

analysis  

➢ Calculation of average return and 

standard deviation  

➢ Use of beta analysis to measure market 

risk  

➢ Application of risk and return analysis 

techniques  

➢ Data classification and tabulation 

methods used  

➢ Presentation of data through tables and 

graphs  

➢ Comparative analysis of BSE and NSE 

performance  

➢ Interpretation based on market trends 

and financial indicators  

➢ Study limited to selected companies and 

available secondary data 

IV. Review of Literature 

E. F. Fama (1970) 

Fama reviewed the concept of efficient 

capital markets and explained how security 

prices reflect available information. The 

study established the theoretical foundation 

for analysing stock market returns and 

market efficiency in risk–return research. 

H. Markowitz (1952) 

Markowitz introduced Modern Portfolio 

Theory, emphasizing diversification and the 

trade-off between risk and expected return. 

This work remains fundamental for 

evaluating investment performance in stock 

exchanges such as BSE and NSE. 

W. F. Sharpe (1964) 

Sharpe developed the Capital Asset Pricing 

Model (CAPM), which relates the expected 

return of an asset to its systematic risk. The 

model is widely used for measuring market 

risk and comparing stock market 

performance. 

J. Lintner (1965) 

Lintner extended CAPM by explaining how 

investors select optimal portfolios under 

uncertain market conditions. His 

contribution strengthened the theoretical 

understanding of risk-based asset valuation. 

F. Black, M. Jensen, and M. Scholes (1972) 

The authors conducted empirical tests of the 

CAPM and examined the relationship 

between beta and stock returns. Their 

findings provided important evidence for 

assessing market risk and return behaviour. 

R. N. Mantegna and H. E. Stanley (1995) 

This study analysed the scaling behaviour of 

economic indices and demonstrated that 

financial markets exhibit complex statistical 

properties. The work is useful for 

understanding fluctuations and volatility in 

stock indices. 

T. Bollerslev (1986) 

Bollerslev proposed the GARCH model for 

measuring time-varying volatility in 

financial data. The model has become a 
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standard tool for analysing stock market risk 

and return volatility. 

R. Engle (1982) 

Engle introduced the ARCH model, showing 

that financial market volatility changes over 

time and can be statistically estimated. This 

research laid the foundation for modern 

volatility modelling techniques. 

K. Narayan and S. S. Sharma (2012) 

The authors investigated volatility spillovers 

between Indian and global stock markets. 

Their results indicated that external market 

movements significantly influence Indian 

stock market risk and return patterns. 

S. K. Mishra and P. Mishra (2016) 

This study examined stock market 

integration and the relationship between risk 

and return in emerging economies, with 

evidence from India. The findings 

highlighted the growing interconnectedness 

of Indian equity markets with international 

markets. 

S. Bose (2007) 

Bose analysed the volatility and return 

characteristics of the NSE Nifty and BSE 

Sensex. The study found noticeable 

differences in return variability between the 

two major Indian stock indices. 

A. K. Padhan (2012) 

Padhan evaluated the risk and return 

performance of Indian equity market indices 

using statistical measures such as mean 

return, standard deviation, and beta. The 

research provided useful evidence for 

comparative stock market analysis. 

M. Sharma and A. Bodla (2011) 

The authors studied conditional volatility in 

Indian stock markets and confirmed the 

presence of volatility clustering. Their 

findings suggested that market risk is 

dynamic and changes across different trading 

periods. 

P. K. Jain and S. R. Biswal (2012) 

This research examined the dynamic 

linkages among Indian stock market indices 

and found significant interdependence 

among major indices. The study is relevant 

for understanding the relationship between 

BSE and NSE movements. 

B. B. Mahapatra and R. Chandra (2014) 

Mahapatra and Chandra compared the 

performance of BSE Sensex and NSE Nifty 

from a risk–return perspective. Their analysis 

concluded that both exchanges offer distinct 

risk and return characteristics, making 

comparative evaluation important for 

investors and policymakers. 

V. Data Analysis & Interpretation 

Awareness of Stock Market Services 

 

Interpretation 

Most respondents are aware of stock market 

services and investment opportunities 

available through BSE and NSE. This 

indicates increasing awareness regarding 

equity investments and trading activities 

among investors. 

Satisfaction with Returns from 

Investments 
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Interpretation 

Most respondents expressed satisfaction with 

returns earned from investments in BSE and 

NSE. Investors believe that stock market 

investments provide profitable opportunities 

over time. 

Effectiveness of BSE and NSE Operations 

 

Interpretation 

Respondents believe that BSE and NSE 

provide efficient trading systems, 

transparency, faster transactions, and better 

market operations, which improve investor 

confidence. 

Preference toward NSE and BSE Trading 

 

Interpretation 

Most respondents prefer NSE because of 

higher liquidity and trading volume, while 

some investors prefer BSE for its wider 

market coverage and listed companies. 

Risk and Return Perception 

 

Interpretation 

Respondents believe that higher returns in 

the stock market are associated with higher 

levels of risk. Investors are aware of market 

volatility and fluctuations affecting 

investment performance. 

Overall Satisfaction with Stock Market 

Performance 

 

Interpretation 

Most respondents expressed overall 

satisfaction with the functioning of BSE and 

NSE. Investors believe that both exchanges 

contribute significantly to investment growth 

and capital market development. 

VI. Findings 

➢ Most investors are aware of investment 

opportunities available in the Indian 

stock market through the Bombay Stock 
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Exchange and the National Stock 

Exchange of India.  

➢ Investors show positive interest toward 

stock market trading and investment 

activities.  

➢ Most respondents are satisfied with the 

returns generated from investments in 

BSE and NSE.  

➢ NSE records higher trading volume and 

liquidity compared to BSE.  

➢ BSE has a larger number of listed 

companies and provides wider market 

coverage.  

➢ Investors believe that technology-based 

trading systems have improved 

transparency and efficiency in stock 

market operations.  

➢ Risk and return are closely related, and 

higher returns are generally associated 

with higher investment risk.  

➢ Market volatility and price fluctuations 

significantly influence investor 

decisions.  

➢ Investors prefer digital and online 

trading platforms because of speed, 

convenience, and easy accessibility.  

➢ Both BSE and NSE provide efficient 

trading mechanisms and contribute to 

capital market development.  

➢ Investors consider factors such as 

market trends, company performance, 

and economic conditions before making 

investment decisions.  

➢ Overall, respondents expressed 

satisfaction with the functioning and 

performance of BSE and NSE in the 

Indian stock market. 

 

VII. Conclusion 

The study on the comparative analysis of the 

Bombay Stock Exchange and the National 

Stock Exchange of India with special 

reference to risk and return concludes that 

both stock exchanges play a significant role 

in the development of the Indian capital 

market. The study reveals that investors are 

increasingly aware of stock market 

investment opportunities and actively 

participate in trading activities through BSE 

and NSE. Both exchanges provide efficient, 

transparent, and technology-driven trading 

systems that enhance investor confidence 

and market performance. 

The analysis shows that NSE generally 

performs better in terms of trading volume, 

liquidity, and faster transaction processing, 

whereas BSE provides broader market 

coverage with a larger number of listed 

companies. The study also confirms that risk 

and return are closely related in stock market 

investments, where higher returns are 

associated with higher levels of risk. Market 

fluctuations, economic conditions, and 

investor sentiment significantly influence 

investment decisions and stock performance. 

Overall, the findings indicate that both BSE 

and NSE offer valuable investment 

opportunities to investors. Proper analysis of 

market trends, company performance, and 

risk factors is essential for making effective 

investment decisions. The study highlights 

the importance of diversification, risk 

management, and informed investment 

strategies for achieving better returns in the 

stock market. 

 

VIII. Future Scope 

 

The present study focuses on the comparative 

analysis of BSE and NSE with reference to 

risk and return using traditional financial 

indicators. However, the Indian stock market 

is continuously evolving due to technological 

advancements, regulatory reforms, and 

increasing participation from domestic and 

foreign investors. Therefore, several 

opportunities exist for extending this 

research in the future. 

Future studies can incorporate high-

frequency trading data and intraday price 

movements to obtain a more detailed 

understanding of volatility behaviour in BSE 

and NSE. The use of advanced econometric 

models such as EGARCH, TGARCH, and 

stochastic volatility models can improve the 

accuracy of risk forecasting and help capture 

asymmetric market movements more 

effectively. 

Another important extension would be the 

inclusion of sector-wise indices such as 

banking, information technology, 

pharmaceutical, automobile, and energy 

sectors. Comparing the risk–return 

characteristics of these sectors across BSE 

and NSE may provide deeper insights into 

industry-specific investment opportunities 

and portfolio diversification strategies. 
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The study can also be expanded by analysing 

the impact of macroeconomic variables such 

as inflation, interest rates, exchange rates, 

GDP growth, crude oil prices, and monetary 

policy announcements on stock market risk 

and return. Such analysis would help in 

understanding how economic conditions 

influence the performance of Indian stock 

exchanges. 

With the increasing integration of global 

financial markets, future research may 

compare BSE and NSE with major 

international stock exchanges such as the 

New York Stock Exchange (NYSE), 

NASDAQ, London Stock Exchange (LSE), 

and Tokyo Stock Exchange (TSE). This 

would provide a broader perspective on the 

competitiveness and efficiency of Indian 

equity markets. 

The application of machine learning and 

artificial intelligence techniques represents 

another promising area for future work. 

Algorithms such as Random Forest, Support 

Vector Machine, Long Short-Term Memory 

(LSTM), and Deep Learning models can be 

used for predicting stock returns, detecting 

market anomalies, and assessing investment 

risk more accurately than conventional 

statistical methods. 

Further research may also examine the 

influence of investor sentiment, behavioural 

finance factors, social media trends, and 

news analytics on the volatility of BSE and 

NSE. Understanding psychological and 

sentiment-driven market movements can 

enhance the practical relevance of risk–

return analysis. 

In conclusion, the future scope of this study 

is extensive and can be enriched through the 

use of advanced analytical techniques, 

sectoral and global comparisons, 

macroeconomic integration, and AI-based 

predictive models. Such extensions would 

contribute to a more comprehensive 

understanding of risk–return dynamics in 

Indian stock markets and provide valuable 

guidance for investors, researchers, financial 

institutions, and policymakers. 
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