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ABSTRACT: Buying securities like shares, bonds, and debentures, can be risky as well as beneficial. In order to 

invest, one must possess both scientific and rational knowledge to accept the risk. One must approach investing with 

both an analytical and an emotional perspective. It is hard to locate. Someone who would prefer to spread their money 

across multiple securities instead of investing all of it in one. Rather, they wish to invest in a portfolio, which is a 

collection of securities. The creation of a portfolio maximizes returns while lowering risk. The art and science of 

selecting and overseeing a group of investments that meet long-term financial objectives is called portfolio 

management. 

 

I. INTRODUCTION 

 

There is a correlation between portfolio management and securities investment management. When investing in 

securities, an investor must decide how to allocate funds among a variety of securities and make a selection from a 

wide range of securities. The investor choose securities. How much should he invest? There are some similarities 

between risk and return in portfolio management. The investor looks for a portfolio that maximizes return while posing 

the least risk. Both individual securities and portfolios have distinct characteristics. 

 

Putting money into a portfolio can yield good returns for an investor. The return obtained from a portfolio can be used 

to calculate its performance. Selection, security analysis, and portfolio revision are all parts of portfolio management 

and assessment of a portfolio. The goal of portfolio management is to reduce the risk and increase the profitability of 

investing. 

 

II. PORTFOLIO DEVELOPMENT 

 

The One of the most important and methodical ways to advance one's investment is through portfolio management. A 

few factors have influenced the concept's development and existence. Financial statements were used by analysts in 

earlier decades to determine the collateral's value. The first to be analyzed using this concept was railroad securities. As 

time went on, this approach became increasingly crucial in the realm of investing, even though the majority of authors 

published their reports in a variety of ways. For this, they frequently recommended using different ratios. John Moody 

actively promoted the use of financial ratios to determine the investment's value in his book "The Art of Wall Street 

Investing." 

 

The complex type is replaced by common size. The study of stock price fluctuations using price charts was the other 

crucial approach adopted. This approach became known as technical analysis later. 

 

III. METHODS FOR DEVELOPING A PORTFOLIO 

 

A securities portfolio can be created in two ways: 

1) Traditional Investment Approach 

2) Next-Level innovative Approach                                                                                                               

 

TRADITIONAL INVESTMENT APPROACH:  

Two important choices are handled in the traditional investment approach: 

a) Analyzing the portfolio's goal. 
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b) Choosing which securities to include in the portfolio management. 

1) Evaluation of Investment Limitations: safety tax considerations, time horizon, income needs liquidity, and 

temperament are the constraints that are typically discussed. 

a) Financial Income Goals: The goal for income in both current and fixed rupees is the focus of this section. The 

investor's need to cover all their daily expenses is the source of the need for income in current rupees. The need for a 

stable rupee increases as investors offset the impact of inflation. 

b) Ease of Access to Funds: The requirement of liquidity in the investment is extremely egocentric of the investor. 

When an investor opts for high liquidity, then such funds as money market funds, commercial papers and widely traded 

shares because of superior quality of short term debt. 

c ) Capital Protection: One critical need to be taken into account by the investor is the protection of the original value 

at the time of liquidation. Compared to stocks, debentures and bonds offer greater security. 

 

2) Defining Investment Objectives: Funding current and future expenses from a sizable asset pool is the similar goal 

of a portfolio. The portfolio's goal ranges from capital growth to income. Common goals include financial growth, 

capital appreciation, current income, and capital presentation. 

 

3) Investment Portfolio Allocation: the investor's various characteristics influence the portfolio selection. Several 

objectives are taken into consideration when selecting the portfolio. 

a) Aligning Goals with Asset Allocation: If generating a sufficient income is the primary goal, then debt instruments 

account for 60% of the investment, with the remaining portion going toward equity. The proportion varies based on 

personal preference. 

b) Balancing Income Generation with Asset Growth: In this case, the investor requires a safe growth rate equal to 

the income from the capital he has contributed. The percentages of debt and equity range from 0% to 40% and 60% to 

100%, respectively. In order to lower risk and obtain tax exemption, the debt may be involved. 

c) Portfolio Composition for Capital Gains: It helps ensure that the amount invested rises over time. Real estate 

investments can result in rapid capital growth, but cash flow is the issue. The quantity of shares on the capital market is 

significantly greater than the price at which they were first issued. 

d) Ensuring Principal Safety in Asset Distribution: In the end, risk-averse investors are extremely picky about 

principal stability. Older adults are typically more concerned about safety. 

 

4) Evaluation of Risk and Return Optimization: There are a few fundamental presumptions in the traditional 

portfolio development approach. Maximizing returns while minimizing risk is the aim of an investor. However, the 

maxim "high risk, high return" governs the game. Therefore, the investor must assess their risk tolerance and desired 

return when building a portfolio. 

5) Investment Diversification: The portfolio should be diversified after the asset mix has been determined and the 

risk-return relationship has been examined. Diversification has the main benefit of reducing unsystematic risk. 

 

IV. NEXT-LEVEL INNOVATIVE APPROACH: 

 

The traditional method is a personal financial plan that is endless and focuses on necessities like housing and life 

insurance. However, the Markowitz approach does not use these kinds of financial planning techniques. The process of 

choosing a portfolio is given more weight in this approach. More planning can be used when choosing a general stock 

portfolio as opposed to a bond portfolio. Stocks are chosen based on the foundation of risk and return analysis, rather 

than the need for appreciation or a return. The market return and dividend responsible for the total return. The 

placement of assets or selecting the portfolio that best suits the investor's needs, is the final phase in the modern 

approach. The degree of risk must be decided by the person taking the risk. 

A high-risk taker selects a high-level portfolio. A lower-resistance risk-taker will select a lower-level risk portfolio. The 

medium level risk portfolio would be selected by the investor with a neutral level of risk. 

 

V. PORTFOLIO MANGEMENT'S ROLE 

 

In earlier days portfolio management was a rare phrase. A technique that is beyond the reach of the small investor, but 

the times have changed now. Portfolio management is now used as a common term and is used predominantly in 

INDIA. The ideas and techniques associated with portfolio Management could be found today in the headlines of the 

financial journals and dairies. The beginning of 90’s saw India embarking on a program of economic globalization and 
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liberalization, with huge support private players. This amends measure has enabled the Indian industry to become 

capable, With upgraded computerization, high market transparency, superior infrastructure and consumer Services, 

higher volume and tighter integration. The large corporate investors dominate the stock markets with their various 

portfolios. Large number of mutual funds have increased in the market since 1987. Due to this increase investment in 

securities has gained respectable momentum. Apart from the increase in the securities investment method among Indian 

investors have regained due to the expansion of the quantitative modes. Professional portfolio management, guided by 

research, is being implemented by mutual funds, investment planning board, individual investors and large brokers. 

Management in India is known as Securities Exchange Board of India. It makes sure that the market of securities is free 

from scam, and certainly the primary intention is to ensure that the investor’s money is safe. With the introduction of 

computers, the aggregate process of portfolio management has become very Easy. The computer can handle large 

quantities of data, make the calculations precisely and can provide the answers within seconds in any desired format. In 

addition, simulation, artificial intelligence Etc. provides mechanisms for testing various solutions. The orientation of 

the economy towards globalization and liberalization has encouraged free flow of capital across global borders. 

 

Now, the portfolio contains both foreign and domestic securities. Therefore, it is impossible to obtain financial 

investments without proper management. The addition of opportunities and futures to derivatives is another significant 

advancement in the field of investment management. As a result, investment management has become more 

comprehensive. Investing is no longer a simple process. It demands scientific knowledge, professional expertise, and a 

methodical approach. The only way for an investor to maximize returns while lowering risk is through portfolio 

management. Therefore, the following can be stated as the goals of portfolio management: 

1. Lowering Investment Risk 

2. Increase in Investment Value 

3. Quick Access to Funds 

4. Smart Distribution of Resources 

5. Income Tax Optimization 

 

VI. FINAL RESULT 

 

It is clear from the foregoing that a portfolio is a collection of various securities. Both the classic and modern 

approaches can be used to build a portfolio. The primary goal of portfolio management is to assist the investor in 

selecting which types of investments to make. securities to maximize return and minimize risk. Investors' needs for 

both current and fixed income are assessed using the traditional method. The common objectives of a portfolio are 

capital growth, capital conservation, current income, and fixed income. The goal of the portfolio will determine 

whether it is a stock or bond portfolio, or a combination of the two. 

 

From now on, the portfolio's equity component is chosen. The traditional method considers the investor's entire 

financial plan. The Markowitz Model is applied in the Modern Approach. This concept gives risk and returns analysis 

more weight. 
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