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ABSTRACT

Volatility in prices of stocks and other financiaktruments is a common phenomenon of any stockemar the world
and Indian stock market is no exception to thislalildy is caused by various reasons, company graniince, growth
prospects, stability of payment of dividend to shaolders are some of the internal factors to navdkile, many external
factors also cause the volatility of stock pricke IGross Domestic Product (GDP), inflation, intgtreates, money supply,
employment rate, fiscal deficit, key policy ratdscentral bank, currency value, exports and impoRereign Direct

Investment (FDI) etc., are few of them.

The present study focuses on the relationship legtweme major economic indicators like value ofdndupee,
crude oil price, key interest rates of Reserve Bahkidia (RBI) and volatility of Indian stock matk Some monetary
tools of RBI like Bank Rate, Repo and Reverse ras, Statutory Reserve Ratio (SLR), Cash Restatie (CRR) etc.,
have been considered at one hand and NSE Niftytdstk prices have been taken on the other hand eatiiy the
relationship. Analytical measures of central tentendispersion, correlation and regression are agglto arrive at
relationship between key economic indicators anflyNsO values. The empirical study has consideregl économic
indicators and Nifty 50 values for 12 years. Thelgtexplores that there has been a mixed resu#rims of relationship
between some economic indicators and stock madtatility. While some indicators have a strong piesi correlation,
while yet other indicators have a weak correlatmmno correlation at all. The study concludes wsttme suggestions to
the retail investors of Indian capital market tonstder anticipated prices of crude oil from Orgaatinn of Petroleum

Exporting Countries (OPEC), forecasted movementsdi&in rupee (INR) versus other major currencieshie world.
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INTRODUCTION

India as an economy provides opportunities for mamypanies to expose their presence and facilithes to raise
capital from the market through issue of capitathie public. Stock exchanges like Bombay Stock Exge (BSE)
and National Stock Exchange (NSE) act as the inddiaries between companies and investors in th&ehafhese
stock exchanges also provide opportunity to pedpierading financial securities. By carrying oliettrading and

settlement process for the stocks and other seéesirithey ensure that securities and funds gesteared from one
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investor to another. It also facilitates markettgfpants to hedge, speculate and take arbitragwithes in the

market.

Volatility has been a common phenomenon in thekstoarket everywhere in the world. So, BSE and N&Ea
exception to this. Volatility here refers to fluations in the prices of securities in the secondaayket like BSE and NSE.
Fluctuation of security prices is due to varioussans like ~ change in performance of the companlitiqal factors,
environmental factors, change in interest rateffation rates, change in the flow of Foreign Diréetestment (FDI) etc.
Of all the factors, change in Monetary Policy o tReserve Bank of India (RBI) is one among the m@d@tgrmining
factors for the changes in the Indian stock markitnetary policy of RBI through its rates like Statry Reserve Ratio
(SLR), Marginal Standing Facility Rate (MSFR), Reqade, Cash Reserve Ratio (CRR), Reverse repo dademges the
flow of money in the country and controls intenegtes and thereby inflation in the country. Charigebese rates by RBI
will have an impact on the stock market volatilitpdian rupee value against other currencies aodecoil prices are

related to stock market values to find out the tifit\g in addition to the RBI rates.

A popular index of National Stock Exchange i.efifNb0 has been considered for measuring the clsingstock
market. Volatility is a measure of dispersion dfuras of securities and market. Estimation of vlifgtis important and
hence analytical measures f dispersion, correlaiwh regression are applied to check volatility agdtionship. If the
statistical tools like say standard deviation shawsgher value for securities or the index, it methere is a high amount
risk and vice versa. The present study throws lgghthe relationship between NSE Nifty 50 with CRRRR, Repo rate,
Reverse repo rate, Marginal Standing Facility Rea#ye of Indian Rupee, Crude Oil price etc., talfout the fluctuations

in Indian stock market.
Monetary Policy

Monetary Policy is a broad control mechanism in tfaads of RBI, which focuses on macroeconomic factd the
economy. The policy highlights on demand and supgglgs of money in a country in order to fulfil bd®er economic
goals like maintaining liquidity in economy, cortioflation and manage consumption levels. Monetaolicy of India
targets to have a proper management of amount afeynsupply at various sectors and also aims atnena the

development of economy.

Tools of Monetary Policy of India

Cash Reserve Ratio (CRR)

Cash Reserve Ratio refers to ratio of deposit wemmmercial banks have to maintain in liquid cagtmf with central
bank, out of the deposits collected from the puliiresently CRR is at 4%. Commercial Banks aresnpposed to use

this fund for lending purposes and they do not @aerest on such reserves.
Statutory Liquidity Ratio (SLR)

Statutory Liquidity Ratios is the ratio of depasiit commercial banks have to maintain in the fofrtiquid cash or debt
securities like bonds approved by government angoid. Commercial banks are supposed to maintaii528 of their

deposits in the form of SLR at the present rates.
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Repo Rate

The interest rate levied by RBI on the borrowing@mmercial banks is known as Repo Rate. In otoldrorrow from
RBI under Repo (referred as repurchase option)eageat, borrowing banks are supposed to use thairiies as pledge

with RBI. However, commercial banks are not allowedise securities meant for SLR purposes undeo Rgpeement.

Reverse Repo

It is percentage of interest that RBI pays to tbhmmercial banks for borrowed amount. Here alscatedél is required to
borrow cash from the banks, in worse situationBfl Boes not return the amount commercial bankssedirthe securities
and recover their amount.

Marginal Standing Facility Rate (MSFR)

When commercial banks are in excess need of funeisand above the SLR limits, they can still borfowds form RBI.
The rate of interest levied by RBI on such borragimf commercial banks is known as Marginal Stagdhacility Rate

(MSFR). Commercial banks are required to pay 1%aektan Repo for availing loan under this facility.

Bank Rate

Central bank of a country discounts negotiablerimsénts like bill of exchange, promissory notesuay other commercial
paper. The rate charged by RBI for discounting sastruments is called Bank Rate. This is usedhastterm loan by
banks in the retail sector. The Bank and MSF regenarmally aligned. Presently bank rate is quatiesl.4%.

Table 1: Key Rates of Monetary Policy at a GlanceRates in Percentage)

Year | CRR | SLR | MSFR | Repo Rate Reverse Repo Rate
2008 5.50 24 - 6.50 5.00
2009 5.00 25 - 4.75 3.25
2010 4.25 24 - 6.25 5.25
2011 4.0 24 9.50 8.50 7.50
2012 4.0 23 9.0 8.00 7.00
2013 4.0 23 8.75 7.75 6.75
2014 4.0 22 9.0 8.00 7.00
2015 4.0 | 21.50 7.75 6.75 5.75
2016 4.0 | 20.75 6.75 6.25 5.75
2017 4.0 | 20.00 6.25 6.00 5.75
2018 4.0 19.5 6.75 6.50 6.25
2019 4.0 | 18.75 5.65 5.40 5.15

Source: www.rbi.org.in

REVIEW OF LITERATURE

Dulababu T (2017), in his research paper titled Aralytical Study on Volatility of Volatility” trie to study whether the
India VIX generates a significant volatility to jpeive an opportunity to make a good return. Thdysaxhibits India VIX
does not provide a chance to earn returns. Iniaddindia VIX is viewed as a fear index by pafpients in Indian capital
market. The study concludes by stating it is esakefar the market to be sensitive to various Malea like policies of the
government and an exposure to wide and in depthlatpn of the country.

Mitra Pradeep kumar (2017), in his Research paped t'Dynamics of Volatility Spill over Between ¢hindian
Stock Market and Foreign Exchange Market Returnisato study the volatility spill over of return dorex and stock

market in India. The study exhibits that there deap affiliation of forex and fluctuations in thedian stock market and it
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is relentless in nature. The study concludes tbatidn Market and Indian market moves tandem andketa are

integrated with each other significantly.

Singh Gurumeet (2017), in his research articleditlTime varying volatility in the Indian stock Meat” intends
to study the volatility dynamics of Indian stock Mat. The study describes the Good News and Bad wewot have the
same effect. It was revealed that fluctuation i $kock market is more influenced by the negativbaal news than the

positive or good news.

The study concludes that the impact of good newsabatility of Indian stock market does not have tireater

influence but bad news has the greater influenceotatility of Indian stock market.

Chavannavar Mrityunjaya, Patil S. C, Simoes Ms.itd€R016), in their research article titled “Moast Policy
Effect on Nifty 50 and Sectoral Indices — A Studyr Indian Stock Markets” attempts to study thatieh and influence
of changes in the monetary policy tools on NiftheTresearch work reveals a strong linear assogiaficnonetary policy
tools and Nifty 50 movement for the past 5 yearsisTstudy concludes that Nifty 50 volatility is iménced by the
monetary policy of RBI.

T. Mohamed Nishad, K.T. Thomachan (2015), in thegearch article titled “How Volatile Is Indian $to
Market? A Study Based on Selected Sectoral Indiggs’hds to study the volatility among selected@®gt stock index.
The research work reveals that good news creates/taatility compared to bad news. This study tashes that effect of
leverage on some sectoral indices like automolietal and finance is considerably significant. tedi like energy,
information technology and real estate are infleghmore with various events of the market, whenpamed to other

indices.

Srivastava Anubha (December 2014), in his resepager titled “Is Indian stock Market highly volat! A
comparative study” tries to explore the fluctuasion stock market by considering Bombay Stock Ewrgkaand National
Stock Exchange. Study concludes that volatilitinaian stock market was very high during the glamanomic recession in
the year 2008.

M. Thenmozhi and Abhijeet Chandra (2013), in thiicker labelled “India Volatility Index (India VIXand Risk
Management in the Indian Stock Market” attemptsttaly if India VIX is a reason for people to stayay from taking
risk as this index acts as a fear index. They lawveluded their study stating that there was ireveetationship between
India VIX and CNX Nifty index.

Mall Manmohan, Pradhan B, Mishra P k (2011), irirtRResearch article titled “Volatility of India’stSck Index
Futures Market: An Empirical Analysis” studied wvility of index futures market in India for a de@during 2000 to
2010. Futures market has been greatly affecteddyty of trading volume of nearby month index fetswr They conclude

volatility is more influenced by negative news fie tmarket, rather than positive news does.

Mishra Ban amber, Rahman Matiur, (May 2010), inirthesearch work on Volatility of stock markets yhe
focussed on India and Japanese market volatilite. Study reveals that returns of stock marketsadifilland Japan are not
normal and non static. Further, it was concludedheyn that Japanese market is more regularise@féinéent compared

to Indian context.

T. Mallikarjunappa and Afsal E. M (2008), in the@search article labelled “The Impact of Derivasivin Stock
Market Volatility: A Study of The Nifty Index” attapted to study impact of derivatives introductiam @ash market in
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terms of volatility. It reveals that derivativesvieanot impacted on volatility of market. Furthdre tauthors conclude that

volatility neither has increased nor has it deadatue to introduction of derivatives in India.

Rajkumar and Hariomgupta (2007), in their resegeagber titled “Volatility of Indian stock Market: Ease Study
of Individual Securities” intended to study the afility patterns of stock price of some selectecusiéies listed in NSE.
The study exposes that the most of the securidesirggs were negative during 2000-01 followed b@2202, 2006-07.

The study concludes that the most of the companidatility is low with low return.

Bandivadekar Snehal and Ghosh Saurabh (2003)ginrbsearch article labelled “Derivatives and \iitst on
Indian Stock Markets” attempted to analyse thetimiahip of starting up of index futures in Indiathwvolatility in the
spot markets of India. They have found that intatiun of index future has resulted in reductiorvofatility in two major

exchanges of India viz., Sensex and S&P CNX Nifty.

Sathyanarayana S, Harish S. N, and Gargesha SudH{it@B7), in their research paper titled “Vol&filin Crude
Qil Prices and Its Impact on Indian Stock Marketidence from BSE Sensex” found out that the majocls exchange
index of Bombay Stock Exchange i.e., Sensex has indieienced majorly by the changes in the pricesrode oil. It has

concluded the study stating BSE Senxex and priteside oil have displayed positive correlation.

Statement of the Problem

The volatility in the stock market is attributedvarious factors right from sheer performance &tEli companies to macro
environmental factors like changes in GDP, inflatiinterest rates, rupee value etc. Among all #eofs, monetary
policy of the central bank also plays a vital ratethe volatility of the stock market. Hence, thedy on Economic

Indicators and Indian Stock Market Volatility idereant and apt.
OBJECTIVES OF THE STUDY

e To study the relationship between tools of Monetaolicy of RBI (CRR, SLR, Repo, Reverse Repo, MSFR,
Bank rate) and Stock Market volatility (Nifty 50).

» To study the relationship between the value ofdndRupee (INR) and value of Nifty 50.
* To analyse the relationship between Crude oil prared values of Nifty 50.
RESEARCH METHODOLOGY

The empirical study is conducted by consideringilalske data from secondary sources like monthiadeam Reserve
Bank of India website and from www.nseindia.comaBsical tools of central tendency i.e., arithmatiean, dispersion
i.e., standard deviation and correlation are comgbavith monetary policy tools. Required data hasnbeollected for a
Period Of 12 Years from 2008 to 2019.

SCOPE OF THE STUDY

This Study covers the relationship between the ManyePolicy tools which include repo rate, reverspo rate,
marginal standing facility rate (MSFR), cash regeratio (CRR), statutory liquidity ratio (SLR), amhddian rupee
value (INR) and crude oil prices. These variables@mpared with the values of popular index of N®8E Nifty 50

values. The data required for the analysis has be#ected over a time span of 12 years, from 2@03019.
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LIMITATIONS

e The study isonfined to only few economic indicators like margtpolicy tools. There are so many other factors

attributable to stock market volatility, which hawet been considered in the study.

* The study has covered a specific period of 12 ylarthe analysis and interpretation of resultsnéts the study

outcomes cannot be generalized at all the timegsri
ANALYSIS AND INTERPRETATIONS

The volatility in the Indian stock market is an&gidy considering Nifty 50 values as the benchrf@rkomparison with other 8
economic indicators. The economic indicators inetlithe key monetary policy rates of Reserve Barkdi& as CRR, SLR,
Repo rate, Reverse repo rate, MSFR and Bank réter ®vo indicators used were Indian rupee valwktha crude oil prices

were used. Analytical tools like arithmetic meaandard deviation and correlation were used toyaaalolatility.

Above the Table 2 it was found that there has Ipeesitive correlation between CRR and Nifty in theags 2008,
2010 and 2015 with high magnitude (except in 20Ihkre is also negative correlation between the @R® Nifty in
2012 with high magnitude and for rest of the yehese is no correlation between the CRR and Nifty.

It can be inferred from the above analysis thatadhange in CRR has affected Nifty values positivelich
means if CRR increases Nifty value also increasdsvice versa. It was also observed that therégts $tandard deviation
of CRR independently in 2008 and Nifty also hashHigandard deviation in the year 2009 that measigésvolatility in
that years. Thus, it can be concluded that CRRpbagive impact on the Nifty values.

It is observed from Table 3 that there has beeitippscorrelation between SLR and Nifty values e tyear
2008, 2009 and 2015 with a low magnitude and thexre no correlation between SLR and Nifty valuethinyears 2011,
2013 and 2018. It is also found that there has Imegrative correlation between SLR and Nifty valireghe year 2010,
2012, 2014, 2016 and 2017 with a high magnitudeimtide year 2019 with a low magnitude.

It can be inferred the Below values that thereeigative correlation between SLR and Nifty in maegng of the
study, which means that if there is rise in the 3af, then there is fall in values of nifty andhére is fall in SLR, it will
bring rise in the values of Nifty. It was also faltinat there is a high SD of SLR in the year 2@f®pendently and SD of
Nifty value is high in the years 2008 and 2019 peledently which shows high volatility in valuestirese years. It can be
concluded that change in SLR by the central barskrbaulted in negative change in Nifty values irstraf the years of

the study, although there is no correlation betwssth values in some years.

Table 4 makes it very clear that the correlatiolu@as positive between Nifty and MSFR in the ye2045 and
2018 with moderate magnitude in 2015 and high ntadeiin 2018. There has been negative correlateiwden the
MSFR and Nifty in the years 2011, 2012, 2013, 2846 2017 with high magnitude.

It can be inferred the below analysis that in mafsthe years the MSFR has impacted inversely or\ifigy
values, which means to say whenever the Reservé& Bhaindia has increased the MSFR, the Nifty vallewe
decreased and on the other hand when the MSFR edisced, Nifty values have gone up. Commercial Banks
borrowing through MSF route is over and above th& Simits and hence the market discounts or hondhes
increase or decrease in MSF rate with oppositeirsents in the Nifty values. The SD of MSFR is highthe years
2012 and 2013 independently and SD of Nifty is highlthe year 2019 and 2014 independently that Eggimore
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volatility in these years. Thus it can be concludleat there is an inverse correlation between ti8F-R and Nifty in

most of the years of study.

It is visible from Table 5 that there has been fpsicorrelation between Repo rate and Nifty valiuethe year
2008, 2010, 2013, 2015 and 2018 with a high madsit@here was negative correlation between the Rateoand Nifty
values in the year 2009, 2011, 2012, 2016, 2017281@® with moderate magnitude, except in the yé@92vhere high
negative magnitude is found. Year 2014 witnessed ezerrelation. The SD of Repo rate is high in ylear 2008 which

refers a greater fluctuation in Repo rate.

Below analysis it was seen that there has beertimegzorrelation in the most of the years whichtedathat an
increase in Repo rate brings decrease in Niftyashnd vice versa. The above analysis clarifidstiiesie has always been
correlation between the Repo rates and Nifty vathasmay be positive or Negative. But, most of ybars have seen the
positive correlation rather than the negative datien, signifying that the Repo rate has impadtez Nifty values in the

positive manner.

The values in Table 6 show that there has beetiygosorrelation between the Reverse Repo and Miftyes in the
years 2008, 2010, 2013, 2015, 2016 and 2018 withderate magnitude, except in the years 2010 atisl 2éhich witness the
high positive magnitude between Reverse Repo rmadeNifty values. Further, it also reveals that ¢hbas been inverse
correlation between Reverse Repo and Nifty valnethé years 2009, 2011, 2012, 2017 and 2019 withixad level of
maghnitude in the values. The SD of Reverse Reponas greater in the year 2012 that signifiestiggt fluctuation in that year.

It is discovered the Below analysis that there RevdRepo has impacted the Nifty values in posithanner,
which means increase in Reverse Repo carry incieadéty values and vice versa. Reverse-repo istihe borrowing

rate of RBI from commercial banks, has mostly shélenpositive trend with market sentiments throblgfty values.

Table 7 reveals that there has been positive atival between the Bank rates and Nifty values éyidar 2012,
2015, 2018 with moderate magnitude and also thasebben negative correlation between the banlkarateNifty values
in the year 2013, 2016, 2017 and 2019 with low toderate magnitude and in the remaining years ther® zero
correlation between the Bank rate and Nifty valuefias been observed that there was a greatemS3Beiyear 2012,

which signifies that there was high volatility mat year.

Below analysis, it was visible that Bank rate haglena negative impact on the market responsegthigiity values

in most of years during study period, despite o that there was no correlation between botliahees in some years.

It can be seen from Table 8 that there has bedtivposorrelation between the Rupee value and Nifyues in the
years 2011, 2012, 2014, 2017 and 2018 with a highnaoderate magnitude. It was discovered that thefRupee value is
largest in 2013 and SD of Nifty values was the égjhin the year 2018, which imply that there wasatgr volatility of these
values in those years. As expected, appreciationpgfe value against other major currencies istbdhs confidence in the

market and hence the increase in rupee value baghirpositive change in the Nifty values.

It is very clear from Table 9 that values of Nifipd prices of crude oil are related in a positivanner for eight
years during the study period with moderate andh éyel of magnitude. It also reveals that SD ofidér oil price is

highest in the year 2008 that shows greater vitiatil

Thus it is inferred that price of crude oil is poatinantly decided by Oil Producing and ExportinguGoies

(OPEC) has got a positive relationship with the keasentiments in some years and has got negativelation in some
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other years, through the Nifty values. It suggésas the crude oil prices in international markavé got mixed reactions
from the Indian capital market. Year 2008 witnesthedhighest values of Standard Deviation for twothde oil prices and
the Nifty values. It is quite obvious that thereswaglobal financial crisis in the year 2008 anddeethe volatility or the

risk in the prices of crude oil and Indian stockrked was at its peak.

Table 2: Relationship Between CRR and Nifty

Mean SD

Year "crRr | Nifty | CRR | Nifty R p

2008 | 7.54 | 420052] 1.2 906.81 0.68  0.68
2009 | 500 | 4180.81] 000 899.62 00D 0.0
2010 | 581 | 5459.12] 038 43538 050  0.5p
2011 | 6.00 | 5319.92] 000 38618 00D 0.0
2012 | 4.75 | 534545] 040 363.00 -0.6 -0.60
2013 | 4.25| 5907.01] 000 25994 00D  0.0p
2014 | 425 | 742562] 000 82530 00D  0.0p
2015 | 4.11 | 8330.86] 0.13 340.18 0.33  0.3p
2016 | 4.00 | 8294.64] 000 527.62 00D  0.0D
2017 | 4.00 | 9661.39] 000 60241 00D  0.0p
2018 | 4.00 | 10899.48 0.00 47655 000  0.0p
2019 | 4.00 | 1134929 0.00 457.98 000  0.0p

Source: Output Derived From MS Excel and SPSS by the Rekea

Table 3: Relationship Between SLR and Nifty

Mean SD

Year g g Nifty | SLR | Nifty R B

2008 | 24.30| 420052| 0338 906.81 0.68 0.69
2009 | 24.16| 4180.81| 038 89862 047 048
2010 | 24.75| 5459.12| 045 43538 -0.14 -0/4
2011 | 24.00| 5319.92] 000 38613 040  0.00
2012 | 2358| 534545| 051 363.00 -0./9 -0.80
2013 | 23.00| 5907.01] 000 25994 040  0.00
2014 | 2250| 742562| 047 82530 089 -0.90
2015 | 2154| 829464 014 347.76 046 047
2016 | 21.12| 8138.15| 029 527.62 -0.13 -04
2017 | 20.08| 9661.39| 041 60241 088 -0.8
2018 | 19.50| 10899.48 0.00 47655 000  0.p0
2019 | 19.03| 11349.28 020 457.98 -017 -018

Source: Output Derived From MS Excel and SPSS by the Reken

Table 4: Relationship Between MSFR and Nifty

et Mean SD R B

MSF | Nifty | MSF | Nifty
2011 | 9.03| 5319.92] 0.52 386.1 -0.77 -0.78
-0.52 -05)21

3
2012 9.12 5345.45 0.22 363.00
2013 8.93 5907.01 0.69 259.94 -0.49 -0.50
2014 9.00 7425.62 0.00 825.30 0.00 0.00
2015 8.22 8294.64 0.39 347.716 0.48 0.49
2
1
5
8

2016 7.12 8138.15 0.39 527.4 -0.76 -0.77
2017 6.45 9661.39 0.20 602.4 -0.87 -0.88
2018 6.41| 10899.48§ 0.21 4765 0.75 0.76
2019 6.23| 11349.2§ 0.35 457.9 -0.17 -0.18

Source: Output Derived From MS Excel and SPSS by the Rebea
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Table 5: Relationship Between Repo Rate and Nifty

Mean SD

Year Repo Nifty Repo | Nifty R P

2008 8.02 4200.52 0.74 906.81 0.19 0.20
2009 4.89 4180.81 0.29 898.62 -0.81 -081
2010 5.52 5459.12 0.54 435.38 0.92 0.93
2011 7.58| 5319.92 0.80 386.13 -0.73 -073
2012 8.12 5345.45 0.22 363.090 -0.52 -0452
2013 7.52 5907.01 0.24 259.94 0.60 0.60
2014 8.00 7425.62 0.00 825.30 0.00 0.po
2015 7.20 8294.64 0.38 347.76 0.85 0.85
2016 6.50 8138.15 0.12 527.62 -0.64 -0/64
2017 6.14 9661.39 0.12 60241 -0.73 -073
2018 6.16 | 10899.48 0.21 476.595 0.75 0.76
2019 5.98 | 11349.28 0.3 457.98 -0.17 -0/18

Source: Output Derived From MS Excel and SPSS by the Rebear

Table 6: Relationship between Reverse Repo and Nift

Year Mean : =l - R p
Reverse Repo| Nifty Reverse Repo| Nifty
2008 5.91 4200.52 0.28 906.81 0.42 042
2009 3.39 4180.81 0.29 898.62 -0.81 -0|81
2010 4.25 5459.12 0.79 435.38 0.94 0/95
2011 6.58 5319.92 0.80 386.13 -0.73 -073
2012 7.12 5345.45 0.22 363.00 -0.62 -0}52
2013 6.50 5907.01 0.23 259.94 0.55 0J56
2014 7.00 7425.62 0.00 825.30 0.00 0,00
2015 6.22 8294.64 0.39 347.76 0.85 0,86
2016 5.87 8138.15 0.13 527.62 0.49 0J50
2017 5.83 9661.39 0.12 602.41 -0.03 -0(04
2018 5.91 10899.48 0.21 476.55 0.f5 0J76
2019 6.23 11349.29 0.35 457.98 -0J17 -0,18
Source: Output Derived From MS Excel and SPSS by the Rebea
Table 7: Relationship Between Bank Rate and Nifty
Mean SD
Year Bank Rate | Nifty Bank Rate | Nifty R B
2008 6.00 4200.52 0.00 906.81 0.00 0,00
2009 6.00 4180.81 0.00 898.62 0.00 0,00
2010 6.00 5459.12 0.00 435.38 0.00 0J00
2011 6.00 5319.92 0.00 386.13 0.00 0,00
2012 9.20 5345.45 1.01 363.00 0.18 018
2013 8.90 5907.01 0.69 259.94 -049 -0|50
2014 9.00 7425.62 0.00 825.30 0.00 0,00
2015 8.29 8294.64 0.45 347.76 0.46 047
2016 7.12 8138.15 0.39 527.62 -0.J/6 -0|77
2017 6.45 9661.39 0.20 602.41 -0.87 -0|88
2018 6.41 10899.48 0.21 476.55 0.y5 0J76
2019 6.23 11349.29 0.35 457.98 -0J17 -0,18

Source: Output Derived From MS Excel and SPSS by the Reken
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Table 8: Relationship Between Rupee Value and Nifty

Date Mean SD R B
Rupee value| Nifty Rupee Value| Nifty

2008 43.83 4200.52 3.83 906.81 -0.95 -0/96
2009 48.45 4180.81 1.56 898.62 -0.85 -085
2010 45.76 5459.12 0.91 435.88 -0.53 -0/54
2011 46.97 5319.92 3.16 386.13 0.82 0/82
2012 53.32 5345.45 2.55 363.00 0.24 0J25
2013 59.16 5907.01 4.34 259.94 -0.007 -0.01
2014 61.08 7425.62 1.35 825.80 0.180 0}18
2015 64.30 8294.64 1.76 347.y6 -0.47 -0.47
2016 64.95 8138.15 1.17 527.62 -0.65 -0/66
2017 67.25 9661.39 0.11 602.41 0.1p0 012
2018 67.63 10899.48 2.90 476.55 0.65 06
2019 70.06 11349.29 1.12 45798 -0.65 -0.65

Source: Output Derived From MS Excel and SPSS bRifisearcher

Table 9: Nifty and Crude Oil Prices’ Relationship

Year : - e - .SD - R p
Price of Crude Oil (USD / Barrel) Nifty Crude Qil Nifty

2008 99.57 4200.52 29.07 906.81 0.64 0.64
2009 61.69 4180.81 13.77 899.62 0.94 0.95
2010 79.42 5459.12 4.68 435.38 0.50 0.50
2011 95.07 5319.92 7.69 386.13 -0.20 -0J21
2012 94.20 5345.45 7.51 363.00 -0.58 -0J59
2013 97.94 5907.01 5.25 259.94 -0.36 -0)37
2014 93.25 7425.62 13.76 825.30 -0.59 -0{59
2015 48.69 8294.64 6.75 340.18 0.5Y 0.57
2016 43.14 8133.82 6.83 533.16 0.80 0.80
2017 50.88 9661.39 3.81 602.411 0.19 0.p0
2018 69.38 10857.63 6.21 491.45 0.5p 0.56
2019 61.97 11349.29 4.20 457.98 0.71 071

Source: Output Derived From MS Excel and SPSS by the Rekea
FINDINGS

» The study has revealed that out of the 12 yeastuafy, Cash Reserve Ratio (CRR) and Nifty have shpero
correlation for the period of 8 years. The majasan for this is the CRR was not changed for 5sydaring the
study period. They have positive correlation footyears with a high magnitude and for one yeartpesi
correlation with low magnitude. For only one yeheyt have shown negative correlation with high miagig.

Thus, it was found that there is no direct impds€BR on Nifty values during the study period.

» It was found that Statutory Liquidity Ratio (SLR)chNifty values have shown inverse relationship@gears out
of 12 years of study with a high magnitude. Thuss evident from the study that SLR has made megjanpact
on the Nifty values. The reason for the same is Weenever the SLR has increased, the commerciddshare
left with fewer funds to lend therefore, they irmse interest rates, both lending and deposit isttea¢es. Thus,

the investors in the market withdraw their investisdrom the stock market and redirect it into bdekosits.

» There has been inverse relationship between Mdr§taading Facility Rate (MSFR) and Nifty values 6oyears
out of 9 years of study period. The magnitude @& thlationship between these values is high. As RIS~

overnight borrowing rate by commercial banks froBl Rgainst the Government securities, increaséimrate

Impact Factor (JCC): 5.5732 NAAS Rating 2.38



Economic Indicators and I ndian Stock Market Volatility: an Empirical Analysis 11

has resulted in the bank interest rates on borgsvand lending by commercial banks. So, investargeampted
to withdraw their funds from stock market to invastbank deposits. Thus, increase in MSFR has itedaihe

decrease in Nifty values and vice versa.

» It was found that there is inverse correlation leetav Repo rate and Nifty values for 6 years outfdars of
study with high magnitude. The Repo rate has negdtnpact on Nifty values. If Repo rate increaseskb
interest rate hikes then investors will withdrawittmoney from capital market and invest it in bauals it gives

more return with low risk. Thus, there is inverserelation between Repo rate and Nifty values.

» It was discovered that values of Nifty and RevdRepo rates are positively correlated for 7 yeatsobd2 years
of study and it shows high magnitude for five yeaks Reverse Repo rate is the rate on deposits rogde
commercial banks in RBI. Suppose, RBI decreasesRiéherse Repo rate then commercial banks reduce the
interest rates on deposits. Then investors borrmmay from banks and invest the same capital mailkais,

positive correlation is seen between Reverse Rafgoand Nifty values.

» It has been identified that there is no relatiobwleen Bank rate and Nifty values in 5 years oul®fyears of
study and also observed that there is an advela@orebetween Bank rate and Nifty values in 3 gaaith high
magnitude. Bank rate is the rate on loan takendwgrgercial banks from RBI for short period. If RBiarges
high interest rate, then commercial banks alsogehaigh interest rates on short term loans and siep&o the
investors tend to stop borrowing money from bania start depositing the money. Thus it statesitiwease in

Bank rate will cause negatively on Nifty values.

» Positive correlation was observed between INR aades of Nifty for 6 years out of 12 years of stymbriod
with high magnitude in most of the years during $tedy period. If INR is devalued in market themeign
investors withdraw their money from Indian stockrked as they get low returns and it results in dase in the

Nifty values. Thus, it can be inferred that if Rapalue appreciates in market, then Nifty valuesaase.

» Negative correlation was detected between valuédifof and prices of Crude oil for 5 years out & fears of
study and with a high magnitude for 2 years. Agaase in the Crude oil prices causes hike in pairol
products’ rates, it results in shortage of fundsifivestors. Thus, it states that increase in Caitlprices cause

the decrease in Nifty values.
SUGGESTIONS

There is always correlation between the monetatigypoates with crude oil prices and Indian rupedue and even the

Nifty values, either positive or negative. Hendw investors are advised to take a note of theviatig suggestions.

* The investors should wait during the monetary polieview as the monetary policy rates may impacthen

Nifty values.

* The investors should consider the anticipated Caoildgrices from OPEC while investing money in $taoarket,

because crude oil has greater influence on seesiritiarket.

 When Indian rupee value goes on increasing, Niftyes go on decreasing accordingly investors ireggrare
advised to take a note of expected movement of WiRes major currencies in the world before inmgstn

stock, as INR values impact on the stock prices.

www.iaset.us editor @ aset.us
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CONCLUSIONS

The volatility in the stock market does not spang aountry including the economically vibrant caigg like USA,

China, UK, German, and France and so on. Indiaisan exception to this. The Stock Markets acrbssworld are so
vulnerable due to numerous factors, which includpethdency of domestic currency on other dominamenaies in the
world, the crude oil prices. In addition to abottee sentiments of investors also play an importala in stock market

fluctuations, in Indian context in particular.

This study has focussed on how monetary policy iséhfluence on Indian securities Market. For thisdy,

relationship between various tools of monetaryqyotif RBI and Nifty 50 values has been considered.

The study explores that monetary policy, Crudepoites and INR values are influencing on Stock Maik
India. Sometimes it was positive and some otheediiit was negative and also some other times thaseno effect of

Monetary Policy on Nifty points.

In totality, the study concludes that the Monetpolicy tools like Repo rate, Reverse Repo rated€nil prices,
CRR and INR value impact on Stock Market in IndB&udy concludes suggesting the investors to keepse watch on

these factors while investing in the stock Market.
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