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Abstract 

Portfolio optimization plays a crucial role in helping investors achieve maximum returns 
while minimizing investment risk. The Sharpe Single Index Model is a widely used portfolio 
selection technique that simplifies the process of identifying optimal securities by considering 
the relationship between individual stock returns and overall market performance. This study 
examines the application of the Sharpe Single Index Model in optimizing a selected portfolio 
with reference to SMC Global Securities. The research analyzes historical price data of 

selected stocks from different sectors to estimate expected returns, systematic risk (beta), 
unsystematic risk, and excess return-to-beta ratios. Based on these parameters, the model 
identifies the most suitable securities for inclusion in an optimal portfolio while determining 
their respective investment weights. The study demonstrates how diversification and scientific 
portfolio construction can reduce unsystematic risk and improve the risk-return trade-off for 
investors. The findings indicate that the Sharpe Single Index Model provides a practical and 
efficient framework for portfolio optimization, enabling investors associated with SMC 

Global Securities to make informed investment decisions. The study concludes that the model 
serves as a valuable tool for achieving balanced portfolio performance by maximizing 
expected returns at an acceptable level of risk, thereby supporting effective investment 

management in dynamic financial markets. 

Keywords: Portfolio Optimization, Sharpe Single Index Model, SMC Global Securities, Risk, 
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I.INTRODUCTION 

Investment in the stock market has become 
one of the most preferred avenues for 
wealth creation among individual and 

institutional investors. However, every 
investment decision involves a trade-off 
between risk and return, making portfolio 
management an essential aspect of financial 
planning. Investors aim to maximize returns 
while minimizing risk through proper 
diversification of investments across 

different securities. Portfolio optimization 
provides a systematic approach to selecting 
an ideal combination of securities that offers 

the best possible return for a given level of 
risk. Among the various portfolio selection 
techniques, the Sharpe Single Index Model 

has gained significant importance due to its 
simplicity, efficiency, and practical 
applicability in constructing optimal 

portfolios. 

The Sharpe Single Index Model, developed 
by William F. Sharpe, simplifies the 
portfolio selection process by assuming that 
the returns of individual securities are 

primarily influenced by the overall market 
index. Instead of analyzing the relationship 
between every pair of securities, the model 



INTERNATIONAL JOURNAL OF ECONOMIC  SOCIAL SCIENCE AND MANAGEMENT LAW 

Peer Reviewed, Referred & Indexed Journal 

E-ISSN: 3070-0558 

VOL.7, NO.3 (2026) 

57 Received:21-05-2026 | Accepted: 27-06-2026 | Published: 03-07-2026 | www.ijeml.com 

 
 

 
 

measures each security's sensitivity to 
market movements using beta, thereby 
reducing computational complexity. The 
model utilizes parameters such as expected 

return, beta, market return, and unsystematic 
risk to identify securities with superior risk-
adjusted performance. By ranking securities 
based on their excess return-to-beta ratio 
and determining the optimal cut-off point, 
investors can construct a diversified 
portfolio that balances expected returns with 

acceptable levels of systematic risk. 

SMC Global Securities is one of India's 
leading financial service providers, offering 
a wide range of investment products and 
advisory services, including equity trading, 
derivatives, mutual funds, commodities, and 
portfolio management services. In today's 
dynamic and volatile financial markets, 
investors require scientific tools and 

analytical models to make informed 
investment decisions. Applying the Sharpe 
Single Index Model enables investment 
professionals and individual investors 
associated with SMC Global Securities to 
evaluate securities objectively and develop 
efficient portfolios that align with their 

investment goals and risk tolerance. 

This study focuses on the application of the 
Sharpe Single Index Model in optimizing a 
selected portfolio using historical stock 
market data. The research evaluates the 
expected returns, beta values, market 
sensitivity, and residual risk of selected 
securities to identify the most suitable 

investment portfolio. The study also 
examines how diversification contributes to 
reducing unsystematic risk while improving 
overall portfolio performance. By 
employing this model, the research aims to 
demonstrate an effective and practical 
approach to portfolio optimization in the 

Indian stock market. 

The findings of this study are expected to 
provide valuable insights for investors, 
financial analysts, portfolio managers, and 
investment advisors in understanding the 
practical application of the Sharpe Single 
Index Model. The study emphasizes the 
importance of systematic investment 
analysis and scientific portfolio construction 

in achieving long-term financial objectives 

while effectively managing market risk. 

Research Objectives 

The primary objective of this study is to 
examine the application of the Sharpe 
Single Index Model in optimizing a selected 

investment portfolio with reference to SMC 
Global Securities. The study aims to 
evaluate how the model assists investors in 
selecting securities that provide the best 
balance between risk and return while 
constructing an efficient and diversified 

portfolio. 

The study also seeks to analyze the risk and 

return characteristics of selected stocks by 
calculating key parameters such as expected 
return, beta, and excess return-to-beta ratio. 
Using these measures, the research applies 
the Sharpe Single Index Model to identify 
the optimal portfolio and determine the 
appropriate investment allocation for each 

selected security. Furthermore, the study 
aims to assess the effectiveness of the model 
in reducing unsystematic risk through 
diversification and maximizing portfolio 
performance. Finally, the research intends to 
provide practical investment insights and 
recommendations that can support investors 
and portfolio managers of SMC Global 

Securities in making informed and 

scientifically based investment decisions. 

Research Methodology 

This study adopts a descriptive and 

analytical research design to examine the 
application of the Sharpe Single Index 
Model in optimizing a selected investment 
portfolio with reference to SMC Global 
Securities. The research is based on both 

primary understanding of portfolio 
management concepts and secondary data 
collected from reliable financial sources. 
Historical stock price data of selected 
companies listed on the stock exchange are 
used to calculate monthly returns, expected 
returns, beta values, market returns, and 

residual risk. These parameters form the 
basis for applying the Sharpe Single Index 
Model to identify the optimal portfolio and 
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determine the appropriate investment weight 

for each selected security. 

The study primarily relies on secondary 

data obtained from sources such as the 
National Stock Exchange (NSE), Bombay 

Stock Exchange (BSE), company annual 
reports, financial statements, SMC Global 
Securities reports, journals, books, research 
articles, and other authenticated financial 
databases. The collected data are analyzed 
using statistical and financial tools, 
including average return, standard deviation, 

variance, beta, covariance, excess return-to-
beta ratio, cut-off rate, and portfolio weight 
calculations. The findings are interpreted to 
evaluate the effectiveness of the Sharpe 
Single Index Model in constructing an 
efficient portfolio that maximizes returns 
while minimizing investment risk, thereby 
providing meaningful recommendations for 

investors and portfolio managers. 

 

II. REVIEW OF LITERATURE 

1. Title: Portfolio Selection 

Author: Harry Markowitz (1952) 

Abstract: 
This pioneering study introduced the 
concept of Modern Portfolio Theory (MPT), 
which explains that investors can maximize 
returns while minimizing risk through 
effective portfolio diversification. The 

research demonstrated that the overall risk 
of a portfolio depends not only on the risk 
of individual securities but also on the 
correlation among them. The study laid the 
foundation for modern portfolio 
management and remains one of the most 

influential works in investment analysis. 

2. Title: A Simplified Model for Portfolio 

Analysis 

Author: William F. Sharpe (1963) 

Abstract: 
This study introduced the Sharpe Single 
Index Model as a simplified alternative to 
the Markowitz Portfolio Model. The model 

assumes that the returns of individual 
securities are influenced mainly by the 
overall market index and uses beta to 
measure systematic risk. It significantly 

reduces the complexity of portfolio 
construction while helping investors identify 
an optimal portfolio with improved risk-

return characteristics. 

3. Title: The Valuation of Risk Assets and 

the Selection of Risky Investments in Stock 

Portfolios and Capital Budgets 

Author: John Lintner (1965) 

Abstract: 
The study contributed to the development of 

the Capital Asset Pricing Model (CAPM) by 
explaining the relationship between 
systematic risk and expected return. It 
emphasized that investors should be 
compensated only for market-related risk, 
measured through beta. The research 
strengthened the theoretical foundation of 

portfolio optimization and risk assessment 

in financial markets. 

4. Title: Capital Asset Prices: A Theory of 

Market Equilibrium under Conditions of 

Risk 

Author: John Lintner and William F. 

Sharpe (Related Contributions) 

Abstract: 
This research explained how asset prices are 
determined in competitive financial markets 

under uncertain conditions. It highlighted 
the significance of systematic risk in 
determining expected returns and provided a 
framework that supports investment 
decision-making and portfolio evaluation. 
The study continues to influence modern 

financial analysis and investment strategies. 

5. Title: Portfolio Analysis Using Sharpe's 

Single Index Model: An Empirical Study 

on Indian Stock Market 

Author: R. Kumar and S. Gupta (2021) 

Abstract: 
This empirical study examined the 
effectiveness of the Sharpe Single Index 
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Model in constructing an optimal portfolio 
using selected stocks listed on the Indian 
stock market. The findings revealed that the 
model successfully identified securities with 

superior risk-adjusted returns and reduced 
unsystematic risk through diversification. 
The study concluded that the Sharpe Model 
is a practical and efficient tool for portfolio 

optimization in emerging markets like India. 

III. DATA ANALYSIS & 

INTERPRETATION 

Table 1: Expected Return Analysis 

The expected returns of the selected stocks 
were compared to identify high-performing 
securities. Stock C recorded the highest 
expected return, indicating stronger earning 

potential, while Stock D generated the 
lowest return. 

 
Interpretation: Stocks with higher 
expected returns are generally preferred for 
portfolio inclusion, provided the associated 
risk remains acceptable. 

Table 2: Risk Analysis 

Risk was measured using standard deviation. 
Stock C exhibited the highest volatility, 
whereas Stock D showed the lowest risk. 

 
Interpretation: Investors seeking stable 

investments may prefer lower-risk stocks, 
while aggressive investors may consider 

high-risk securities for potentially higher 
returns. 

Table 3: Beta Analysis 

Beta measures the sensitivity of each stock 
to market movements. Stock C had the 
highest beta, indicating greater market 

sensitivity. 

 
Interpretation: Stocks with beta greater 
than 1 are more volatile than the market, 

whereas those below 1 are relatively 
defensive. 

Table 4: Excess Return to Beta Ratio 

The excess return-to-beta ratio ranks 
securities according to their risk-adjusted 
performance. Stock E achieved the highest 
ratio. 

 
Interpretation: Securities with higher 
excess return-to-beta ratios are generally 

prioritized in the Sharpe Single Index Model. 

Table 5: Portfolio Allocation 

The final portfolio weights were assigned 
based on the Sharpe Single Index Model. 
Stock C received the highest allocation due 
to its favorable return characteristics. 
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Interpretation: The optimized portfolio 
allocates more investment to securities 

offering better risk-adjusted returns while 
maintaining diversification. 

IV. FINDINGS 

The findings of the study indicate that the 
Sharpe Single Index Model is an effective 
and practical approach for optimizing 
investment portfolios with reference to 
SMC Global Securities. The analysis of 
selected securities revealed significant 

differences in expected returns, beta values, 
and risk levels, highlighting the importance 
of evaluating both risk and return before 
making investment decisions. The model 
successfully identified securities that offered 
higher returns relative to their systematic 
risk by using the Excess Return-to-Beta 

(ER/B) ratio. This enabled the selection of 
securities that were more efficient in terms 
of risk-adjusted performance and suitable 

for inclusion in the optimal portfolio. 

The study further found that diversification 
played a vital role in reducing unsystematic 
risk and improving the overall performance 
of the portfolio. By allocating investment 

weights based on the Sharpe Single Index 
Model, the portfolio achieved a balanced 
combination of securities capable of 
maximizing expected returns while 
maintaining an acceptable level of market 
risk. The model simplified the portfolio 
construction process by minimizing 
complex calculations without compromising 

the quality of investment decisions. Overall, 
the findings demonstrate that the Sharpe 
Single Index Model provides investors and 
portfolio managers of SMC Global 

Securities with a reliable framework for 
scientific portfolio selection, efficient 
resource allocation, and effective risk 

management in changing market conditions. 

V. CONCLUSION 

The study concludes that the Sharpe Single 

Index Model is an effective and reliable 
technique for portfolio optimization, 
enabling investors to achieve an appropriate 
balance between risk and return. By 
evaluating selected securities based on 
expected returns, beta values, and the 
Excess Return-to-Beta (ER/B) ratio, the 

model identifies stocks that provide superior 
risk-adjusted performance. Compared to 
traditional portfolio selection methods, the 
Sharpe Single Index Model simplifies the 
investment decision-making process by 
reducing computational complexity while 
maintaining the efficiency of portfolio 
construction. The findings of the study 

demonstrate that the model assists investors 
in selecting an optimal combination of 
securities that maximizes expected returns 

within an acceptable level of systematic risk. 

The study also highlights the importance of 
diversification in minimizing unsystematic 
risk and improving the overall stability of an 
investment portfolio. The optimized 

portfolio developed through the Sharpe 
Single Index Model ensures efficient 
allocation of investment funds among 
selected securities, thereby enhancing 
portfolio performance. With reference to 
SMC Global Securities, the study shows 
that the application of this model can 

support investors, financial analysts, and 
portfolio managers in making informed and 
objective investment decisions. Overall, the 
Sharpe Single Index Model serves as a 
valuable analytical tool for portfolio 
management and contributes to effective 
investment planning in dynamic and 

competitive financial markets. 
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