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		Abstract

		In this paper we present a systematic strategy of using statistical techniques for analysing investment in shares. We explore the building of efficient portfolios through optimization using real stock market data for three private limited companies in UK, Vodafone, Barclays and Next. We examine how basic statistical tools can assist an investor in diversifying his or her risk. Monthly historical data of shares for the five years from January 2006 to December 2010 are used for this analysis. Investing in stock markets bears some risk depending on the variance and return of the stock. We discuss the relationship between the average return and risk and also discuss how to minimize the risk of the portfolio. It appears that the Barclays is more riskier for investment than the other two companies. We also discuss why diversification works by identifying the efficient frontier and by constructing the portfolio possibilities curve. This study will assist investors in making more informed decisions regarding investing in stocks. 
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