
VOLUME NO. 2 (2011), I SSUE NO. 3 (M ARCH )                                                                               ISSN 0976-2183 

  
 

IIINNNTTTEEERRRNNNAAATTTIIIOOONNNAAALLL   JJJOOOUUURRRNNNAAALLL   OOOFFF   RRREEESSSEEEAAARRRCCCHHH   IIINNN   CCCOOOMMMMMMEEERRRCCCEEE   AAANNNDDD   MMMAAANNNAAAGGGEEEMMMEEENNNTTT   

A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

Listed at: Ulrich's Periodicals Directory ©, ProQuest, U.S.A. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamuna Nagar, Haryana, INDIA 

www.ijrcm.org.in 

CCCCONTENTSONTENTSONTENTSONTENTS    
Sr. No. TITLE & NAME OF THE AUTHOR (S) Page No. 

1. PRICING STRATEGY IN MARKETING OF B-SCHOOLS: A STUDY OF THE INDIAN CONTEXT 

DR.RAJESH S. MODI 

6 

2. INDIAN TEACHER’S STRESS IN RELATION TO JOB SATISFACTION: AN EMPIRICAL STUDY 

DR. B. V. PRASADA RAO, S. R. PDALA & WAKO GEDA OBSE 

12 

3. INEFFECTIVE CORPORATE GOVERNANCE: CHALLENGES OF INTERNAL AUDIT FUNCTION 

DR. ISHOLA RUFUS AKINTOYE, DR. RICHARD O. AKINGUNOLA & JIMOH EZEKIEL OSENI 

16 

4. A NEXUS BETWEEN BOP ENTREPRENEURS AND BOP CONSUMERS: A SNAPSHOT FROM BANGLADESH 

KOHINOOR BISWAS & M SAYEED ALAM 

23 

5. KAIZEN IN THE INDIAN CONTEXT- A CASE STUDY 

TUSHAR N. DESAI & N. K. KESHAVA PRASANNA 

28 

6. STRATEGIC INTERVENTION FOR HUMAN RESOURCE PLANNING AND DEVELOPMENT: MANAGING CHANGE IN BRITISH AIRWAYS 

DR. S.  P. RATH, PROF. CHEF RAMESH CHATURVEDI & PROF. BISWAJIT DAS 

37 

 

7. EMPLOYEE RETENTION: A COMPARATIVE STUDY OF INDIAN BPO COMPANIES 

DR. SANGEETA GUPTA & MS. N MALATI 

42 

8. NURTURING ENTREPRENEURSHIP IN RURAL COMMUNITIES 

SWAMY TRIBHUVANANDA H. V. & DR. R. L. NANDESHWAR 

49 

9. EMPLOYER BRANDING FOR SUSTAINABLE GROWTH OF ORGANISATIONS 

DR. V. T. R. VIJAYAKUMAR, MRS. S. ASHA PARVIN & MR. J. DHILIP 

53 

10. A STUDY ON THE RELATIONSHIP BETWEEN EMOTIONAL INTELLIGENCE AND PERSONALITY OF PROFESSIONAL AND NON-

PROFESSIONAL STUDENTS- AN EXPLORATORY EVIDENCE 

G. M. ARCHANA DAS & T. V. ANAND RAO 

58 

11. ORGANIZATION CULTURE IN MANAGEMENT INSTITUTIONS WITH SPECIAL REFRENCE TO JAIPUR, RAJASTHAN 

PROF. ANIL MEHTA, DR. PANKAJ NAGAR & BHUMIJA CHOUHAN 

66 

12. AN ANALYTICAL STUDY OF EXPORT PERFORMANCE OF MINERALS AND METALS TRADING CORPORATION LTD. (MMTC) IN THE 

GLOBALISED ERA 

DR. MANISH KUMAR SRIVASTAVA & DR. ASHISH KUMAR SRIVASTAVA 

73 

13. SELECTION OF SUPPLIER EVALUATION CRITERIA: FROM THE PERSPECTIVE OF TRIPLE BOTTOM LINE THEORY AND APPLICATION 

OF FACTOR COMPARISON METHOD 

DR. PADMA GAHAN & MANOJ MOHANTY 

80 

14. COMMODITIES TRADING WITH SPECIAL REFERENCE TO ALUMINIUM 

DR. A. VENKATA SEETHA MAHA LAKSHMI & RAAVI RADHIKA 

91 

15. RESPONSIBILITY AND ROLE OF LINE MANAGERS: AN EMPIRICAL STUDY 

DR. DAVINDER SHARMA 

99 

16. MARKET BASKET ANALYSIS TO THE RESCUE OF RETAIL INDUSTRY 

MR. R. NAVEEN KUMAR & DR. G. RAVINDRAN 

104 

17. A STUDY OF VARIOUS SECTORS IN BLACK MONDAY AND GOLDEN MONDAY OF INDIAN STOCK MARKETS 

BLACK MONDAY: 21.01.2008  GOLDEN MONDAY: 18.05.2009 

DR. N. SUNDARAM 

108 

18. A COMPARATIVE STUDY ON CONSUMERS’ ATTITUDE TOWARDS PRIVATE LABELS: A SPECIAL FOCUS IN SURAT 

DR. AMIT R. PANDYA & MONARCH A. JOSHI 

116 

19. CONSUMER SATISFACTION ON TWO WHEELER MOTOR BIKES: A STUDY ON NANDYAL, KURNOOL DISTRICT, A.P., INDIA 

DR. P. SARITHA SRINIVAS 

125 

20 IMPACT OF SOCIO-CULTURAL DYNAMICS ON CONSUMER BEHAVIOUR AT FOOD OUTLETS: AN EMPIRICAL STUDY IN WESTERN 

MAHARASHTRA 

PROF. PADMPRIYA ANAND IRABATTI 

130 

21 IMPACT OF DERIVATIVES TRADING ON MARKET VOLATILITY AND LIQUIDITY 

GURPREET KAUR 

135 

22 IMPACT OF THE DEMOGRAPHICAL FACTORS ON THE PURCHASING BEHAVIOUR OF THE CUSTOMERS’ WITH SPECIAL REFERENCE 

TO FMCG: AN EMPIRICAL STUDY 

AMANDEEP SINGH 

140 

23 FINANCING STRATEGIES IN POWER PROJECTS FINANCING FOR THE DEVELOPMENT OF ECONOMY - INVESTMENT 

OPPORTUNITIES AND CHALLENGES – A STUDY OF INDO-CANADIAN EXPERIENCES 

MR. K. S. SEKHARA RAO 

144 

24 EMERGENCY HEALTHCARE MANAGEMENT IN INDIA: A STUDY OF THE ROLE OF EMERGENCY MANAGEMENT RESEARCH 

INSTITUTE 

NENAVATH SREENU 

154 

25 MEDIA COLLISION ON THE BRAIN FRAME: IMPACT OF MEDIA ON THE CONSUMER BUYING BEHAVIOUR 

SWATI CHAUHAN & YADUVEER YADAV 

160 

 REQUEST FOR FEEDBACK 176 



VOLUME NO:  2 (2011), I SSUE NO. 3 (M ARCH )                                       ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

131

CHIEF PATRONCHIEF PATRONCHIEF PATRONCHIEF PATRON 
PROF. K. K. AGGARWAL 

Chancellor, Lingaya’s University, Delhi 

Founder Vice-Chancellor, Guru Gobind Singh Indraprastha University, Delhi 

Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar 

PATRONPATRONPATRONPATRON    
SH. RAM BHAJAN AGGARWAL 

Ex. State Minister for Home & Tourism, Government of Haryana 

Vice-President, Dadri Education Society, Charkhi Dadri 

President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

COCOCOCO----ORDINATORORDINATORORDINATORORDINATOR 
DR. SAMBHAV GARG 

Faculty, M. M. Institute of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

ADVISORSADVISORSADVISORSADVISORS 
PROF. M. S. SENAM RAJU 

Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi 

PROF. M. N. SHARMA 
Chairman, M.B.A., Haryana College of Technology & Management, Kaithal 

PROF. PARVEEN KUMAR 
Director, M.C.A., Meerut Institute of Engineering & Technology, Meerut, U. P. 

PROF. H. R. SHARMA 
Director, Chhatarpati Shivaji Institute of Technology, Durg, C.G. 

PROF. S. L. MAHANDRU 
Principal (Retd.), Maharaja Agrasen College, Jagadhri 

PROF. MANOHAR LAL 
Director & Chairman, School of Information & Computer Sciences, I.G.N.O.U., New Delhi 

EDITOREDITOREDITOREDITOR 
PROF. R. K. SHARMA 

Dean (Academics), Tecnia Institute of Advanced Studies, Delhi 

COCOCOCO----EDITOREDITOREDITOREDITORSSSS 
DR. SAMBHAV GARG 

Faculty, M. M. Institute of Management, Maharishi Markandeshwar University, Mullana, Ambala, Haryana 

EDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARD    
DR. AMBIKA ZUTSHI 

Faculty, School of Management & Marketing, Deakin University, Australia 

DR. VIVEK NATRAJAN 
Faculty, Lomar University, U.S.A. 

PROF. SIKANDER KUMAR 
Chairman, Department of Economics, Himachal Pradesh University, Shimla, Himachal Pradesh 

PROF. SANJIV MITTAL 
University School of Management Studies, Guru Gobind Singh I. P. University, Delhi 

PROF. SATISH KUMAR 
Director, Vidya School of Business, Meerut, U.P. 

PROF. RAJENDER GUPTA 
Convener, Board of Studies in Economics, University of Jammu, Jammu 

PROF. ROSHAN LAL 
Head & Convener Ph. D. Programme, M. M. Institute of Management, M. M. University, Mullana 

PROF. ANIL K. SAINI 
Chairperson (CRC), Guru Gobind Singh I. P. University, Delhi 

PROF. S. P. TIWARI 
Department of Economics & Rural Development, Dr. Ram Manohar Lohia Avadh University, Faizabad 

DR. ASHOK KHURANA 
Associate Professor, G. N. Khalsa College, Yamunanagar 

DR. TEJINDER SHARMA 
Reader, Kurukshetra University, Kurukshetra 

DR. KULBHUSHAN CHANDEL 
Reader, Himachal Pradesh University, Shimla, Himachal Pradesh 

DR. ASHOK KUMAR CHAUHAN 
Reader, Department of Economics, Kurukshetra University, Kurukshetra 

 



VOLUME NO:  2 (2011), I SSUE NO. 3 (M ARCH )                                       ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

132

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHINDER CHAND 
Associate Professor, Kurukshetra University, Kurukshetra 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P. J. L. N. Government College, Faridabad 

DR. VIVEK CHAWLA 
Associate Professor, Kurukshetra University, Kurukshetra 

DR. VIKAS CHOUDHARY 
Asst. Professor, N.I.T. (University), Kurukshetra 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Government F. G. College Chitguppa, Bidar, Karnataka 

ASSOCIATE EASSOCIATE EASSOCIATE EASSOCIATE EDITORSDITORSDITORSDITORS 
PROF. NAWAB ALI KHAN 

Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 

PROF. ABHAY BANSAL 
Head, Department of Information Technology, Amity School of Engineering & Technology, Amity University, Noida 

DR. PARDEEP AHLAWAT 
Reader, Institute of Management Studies & Research, Maharshi Dayanand University, Rohtak 

PARVEEN KHURANA 
Associate Professor, Mukand Lal National College, Yamuna Nagar 

SHASHI KHURANA 
Associate Professor, S. M. S. Khalsa Lubana Girls College, Barara, Ambala 

SUNIL KUMAR KARWASRA 
Vice-Principal, Defence College of Education, Tohana, Fatehabad 

BHAVET 
Lecturer, M. M. Institute of Management, Maharishi Markandeshwar University, Mullana 

TECHNICAL ADVISORSTECHNICAL ADVISORSTECHNICAL ADVISORSTECHNICAL ADVISORS    
DR. ASHWANI KUSH 

Head, Computer Science, University College, Kurukshetra University, Kurukshetra 

DR. BHARAT BHUSHAN 
Head, Department of Computer Science & Applications, Guru Nanak Khalsa College, Yamunanagar 

DR. VIJAYPAL SINGH DHAKA 
Head, Department of Computer Applications, Institute of Management Studies, Noida, U.P. 

DR. ASHOK KUMAR 
Head, Department of Electronics, D. A. V. College (Lahore), Ambala City 

DR. ASHISH JOLLY 
Head, Computer Department, S. A. Jain Institute of Management & Technology, Ambala City 

MOHITA 
Lecturer, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar 

AMITA 
Lecturer, E.C.C., Safidon, Jind 

MONIKA KHURANA 
Associate Professor, Hindu Girls College, Jagadhri 

ASHISH CHOPRA 
Sr. Lecturer, Doon Valley Institute of Engineering & Technology, Karnal 

SAKET BHARDWAJ 
Lecturer, Haryana Engineering College, Jagadhri 

NARENDERA SINGH KAMRA 
Faculty, J.N.V., Pabra, Hisar 

FINANCIALFINANCIALFINANCIALFINANCIAL    ADVISORSADVISORSADVISORSADVISORS    
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

LEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORS    
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 



VOLUME NO:  2 (2011), I SSUE NO. 3 (M ARCH )                                       ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

133

CALL FOR CALL FOR CALL FOR CALL FOR MANUSCRIPTSMANUSCRIPTSMANUSCRIPTSMANUSCRIPTS    

We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices 

in the area of Computer, Business, Finance, Marketing, Human Resource Management, General Management, Banking, 

Insurance, Corporate Governance and emerging paradigms in allied subjects. The above mentioned tracks are only indicative, 

and not exhaustive.  

Anybody can submit the soft copy of his/her manuscript anytime in M.S. Word format after preparing the same as per our 

submission guidelines duly available on our website under the heading guidelines for submission, at the email addresses, 

info@ijrcm.org.in or infoijrcm@gmail.com. 

GUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPT    

1. COVERING LETTER FOR SUBMISSION: 

Dated: ________________________ 

The Editor 

IJRCM 

Subject: Submission of Manuscript in the Area of (Computer/Finance/Marketing/HRM/General Management/other, please specify). 

Dear Sir/Madam, 

Please find my submission of manuscript titled ‘___________________________________________’ for possible publication in your journal. 

I hereby affirm that the contents of this manuscript are original. Furthermore It has neither been published elsewhere in any language fully or 

partly, nor is it under review for publication anywhere. 

I affirm that all author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name(s) as co-author(s). 

Also, if our/my manuscript is accepted, I/We agree to comply with the formalities as given on the website of journal & you are free to publish 

our contribution to any of your two journals i.e. International Journal of Research in Commerce & Management or International Journal of 

Research in Computer Application & Management. 

Name of Corresponding Author: 

Designation: 

Affiliation: 

Mailing address: 

Mobile & Landline Number (s):  

E-mail Address (s): 

2. INTRODUCTION: Manuscript must be in English prepared on a standard A4 size paper setting. It must be prepared on a single space 

and single column with 1” margin set for top, bottom, left and right. It should be typed in 12 point Calibri Font with page numbers at the 

bottom and centre of the every page. 

3. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully 

capitalised. 

4. AUTHOR NAME(S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and 

email/alternate email address should be in 12-point Calibri Font. It must be centered underneath the title. 

5. ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain 

background, aims, methods, results and conclusion. 

6. KEYWORDS: Abstract must be followed by list of keywords, subject to the maximum of five. These should be arranged in alphabetic 

order separated by commas and full stops at the end. 

7. HEADINGS: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a 

blank line before each heading. 

8. SUB-HEADINGS: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.  

9. MAIN TEXT: The main text should be in a 8 point Calibri Font, single spaced and justified. 



VOLUME NO:  2 (2011), I SSUE NO. 3 (M ARCH )                                       ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

134

10. FIGURES &TABLES: These should be simple, centered, separately numbered & self explained, and titles must be above the 

tables/figures. Sources of data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from 

the main text. 

11. EQUATIONS: These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the 

right. 

12. REFERENCES: The list of all references should be alphabetically arranged. It must be single spaced, and at the end of the manuscript. 

The author (s) should mention only the actually utilised references in the preparation of manuscript and they are supposed to follow Harvard 

Style of Referencing. The author (s) are supposed to follow the references as per following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically 

ascending order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, 

dissertations, reports, working papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parentheses.  

• Use endnotes rather than footnotes.  

• The location of endnotes within the text should be indicated by superscript numbers. 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

Books 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio," Ohio State University.  

Contributions to books  

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, 

Edited by David Crowther & Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

Journal and other articles  

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," 

Journal of Urban Economics, Vol. 21, No. 1, pp. 83-104. 

Conference papers  

• Chandel K.S. (2009): "Ethics in Commerce Education." Paper presented at the Annual International Conference for the All India 

Management Association, New Delhi, India, 19–22 June. 

Unpublished dissertations and theses  

• Kumar S. (2006): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, 

Kurukshetra. 

Online resources  

• Always indicate the date that the source was accessed, as online resources are frequently updated or removed.  

Website  

• Kelkar V. (2009): Towards a New Natural Gas Policy, Economic and Political Weekly, Viewed on February 17, 2011 

http://epw.in/epw/user/viewabstract.jsp 



VOLUME NO:  2 (2011), I SSUE NO. 3 (M ARCH )                                       ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

135

IMPACT OF DERIVATIVES TRADING ON MARKET VOLATILITY AND LIQUIDITY 
 

GURPREET KAUR 

LECTURER IN COMMERCE & MANAGEMENT 

ARYA COLLEGE 

LUDHIANA – 141 001 
 

ABSTRACT 
Derivatives trading in the stock market have been a subject of enthusiasm of research in the field of finance. The derivatives are defined as the 

future contracts whose value depends upon the underlying assets. The main logic behind the derivatives trading is that derivatives reduce the 

risk by providing an additional channel to invest with lower trading cost and it facilitates the investors to extend their settlement through the 

future contracts. It provides extra liquidity in the stock market. Now, one of the most important issues that have occupied the financial 

managers and the academicians in Finance all over the world is the financial markets volatility and Liquidity. So here, an attempt has been 

conducted to find out the impact of derivatives trading on market volatility and liquidity. The purpose of this research paper is to examine the 

volatility in the Indian stock market after the introduction of futures and option contracts. Various volatility forecasting approaches are used 

such as ARCH, GARCH and EGARCH models using the data for a sample period of 10 years from April 1997 to March 2010. The closing prices in 

the end of the day have been used. NSE Nifty 50 index has been used as a proxy of stock market return. The conditional volatility of inter day 

market returns before and after the introduction of derivatives products are estimated with the GARCH model. The analysis concluded that the 

derivatives trading have done its work. It has enhanced the efficiency of the stock market by reducing the spot market volatility and by 

enhancing the liquidity. 

 

KEYWORDS 
Derivatives, Impact, Liquidit, Volatility.  

 

INTRODUCTION 
he global liberalisation and integration of financial markets has created new investment opportunities, which in turn require the 

development of new instruments that are more efficient to deal with the increased risks. The most desired instruments that allow 

market participants to manage risk in the modern securities trading are known as derivatives. 

MEANING OF DERIVATIVES 

A derivative is basically a bet. Yes, the stock market is a bet, but at least when you buy a stock, you own a part of the company that provides 

goods or services. So, it usually has some intrinsic value. But, when you own a derivative, you own nothing. Derivatives include such things as 

options and futures. The word “derivative” originates from mathematics. It refers to a variable, which has been derived from another variable,   

i. e. Y = f(X) 

WHERE:  Y (dependent variable) = DERIVATIVE PRODUCT 

                 X (independent variable) = UNDERLYING ASSET 

A financial derivative is a product that derives value from the market of another product. Hence derivative market has no independent 

existence without an underlying asset. The price of the derivative instrument is contingent on the value of underlying assets. One very 

interesting example to understand the concept of underlying asset is considering “curd” as derivative. The price of the curd always depends on 

the price of milk. In other words, we can say the underlying asset on which the value of curd depends is the milk. 

MAIN DERIVATIVE PRODUCTS 

FORWARDS 

A forward contract is a customized contract between two entities, where settlement takes place on a specific date in the futures at today's pre-

agreed price. 

FUTURES 

A future contract is an agreement between two parties to buy or sell an asset at a certain time in the future at the certain price. Futures 

contracts are the special types of forward contracts in the sense that these are standardized exchange traded contracts. All the futures 

contracts are settled in cash at NSE. 

TWO TYPES OF FUTURES CONTRACTS ARE AS FOLLOWS 

Index futures:  Index futures are the future contracts where the underlying asset is the index. This is of great help when one wants to take a 

position on market movements. 

Stock Futures: A stock futures contract is a standardised contract to buy or sell a specific stock at a future date at an agreed price. 

OPTIONS 

An Option is a contract which gives the right, but not an obligation, to buy or sell the underlying at a stated date and at a stated price. While the 

buyer of an option pays the premium and buys the right to exercise his option, the writer of an option is the one who receives the option 

premium and therefore obliged to sell/buy the asset if the buyer exercises it on him. 

OPTIONS ARE OF TWO TYPES 

• Call Option  

Gives the buyer a right, but not the obligation to buy a given quantity of the underlying asset, at a give price on or before a given future date.  

• Put Option  

Gives the buyer a right but not the obligation to sell a given quantity of the underlying asset at a given price on or before a given date. 

USES OF DERIVATIVES 

HEDGING 

T 
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Hedging is a tool to reduce the inherent risk in an investment. Various strategies designed to reduce investment risk using call option, put 

option, short selling, & futures are used for hedging. The basic purpose of a hedge is to reduce the risk of loss. E.g. farmers can sell future 

contracts on the crop to a speculator before the harvest. The farmer off- loads (or hedges) the risk that the price will rise or fall, and the 

speculator accepts the risk with the possibility of a large reward. The farmer knows for certain the revenue he will make a profit if the price 

rises but also risks making a loss if the price falls.  

 
 

ARBITRAGE 

The future price of an underlying asset is function of spot price & cost of carry adjusted for any return on investment. However, due to 

uncertainty about interest rates, distortions in spot price, or uncertainty about the future income stream, price in future market may not truly 

reflect the expected spot price in future. This imbalance in future & spot price gives rise to arbitrage opportunities. Transaction made to take 

advantage of temporary distortions in the market is known as arbitrage transactions. 

SPECULATION 

You may have very strong opinion about the future market price of a particular asset based on past trends, current information & future 

expectations. Likewise you may also have an opinion about the overall market trend. To take advantage of such opinion, individual asset or the 

entire market (index) could be sold or purchased. Position taken either in cash market of derivative market on the basis of personal opinion is 

known as speculation. 

MEANING OF LIQUIDITY 

Liquidity is the ability of an investment to be easily converted into cash with little or no loss of capital and with minimum delay. An example of a 

highly liquid asset is a short term bank bill, while property is a relatively illiquid investment. A liquid asset is a security or other investment that 

is actively traded and can be readily converted to cash. For example: A stock like General Electric (GE), which has a large number of outstanding 

shares and trades on the NYSE, is a highly liquid security that has a ready market. By contrast, thinly traded penny stocks often have few bids to 

buy and few offers to sell. As such, they do not have a ready market and are considered to have low liquidity. Illiquid securities can be quite 

volatile since the few trades that do occur can have a significant impact on the price. 

MEANING OF VOLATILITY 

It's basically the variation from the average value over a measurement period. If a price varies a great deal from day to day, the volatility will be 

high, and conversely if the day to day variation is low, the value of volatility will be low as well. 

Volatility is calculated as standard deviation as it is the standard measurement device used worldwide to calculate the volatility. Standard 

deviation is a statistical term that provides a good indication of volatility .It measures how widely values (closing prices for instance) are 

dispersed from the average. Dispersion is the difference between the actual value (closing price) and the average value (mean closing price). 

Larger the difference between the two, higher will be the standard deviation and higher will be the volatility and vice-versa. 

 

IMPORTANCE OF THE STUDY 
The importance of the study lies in the findings of the study undertaken. With the help of this study, we will come to know the following: 

• The Meaning of derivatives. 

• Uses of the derivatives. 

• Impact of the derivatives on market volatility and liquidity. 

                                    Derivatives have led to the reduction of volatility in the stock prices and increase in the liquidity of securities, which is good 

for the growth and development of stock market. 

 

REVIEW OF LITERATURE 
A number of empirical studies have been conducted in India on the impact of derivatives trading on market volatility and liquidity. Edwards 

(1988), Mayhew (1992), Spyros I. Spyrou (1997), Abhilash S. Nair (2001), Bologna and Cavallo (2002), Snehal Bandivadekar and Saurabh Ghosh 

(2005) etc. have conducted various studies to find out the impact of derivatives trading on market volatility and liquidity. The studies reviewed 

above have taken one or the other aspect of derivative trading and market volatility. There was a mixed opinion about the impact of derivatives 

trading. That’s why an attempt has been made in this study to find out the impact of derivative trading.   

 

OBJECTIVES OF STUDY 
1. To study the impact of introduction of financial derivative trading on the volatility of Indian stock market. 

2. To study the market wide factors contributing to the changes in spot market volatility and its effect on stock market returns. 

3. To study the impact of introduction of financial derivative trading on the liquidity of Indian stock market. 

 

RESEARCH METHODOLOGY 
ARCH AND GARCH MODEL 

ARCH and GARCH models have been employed to estimate the conditional volatility of stock market returns and the impact of the derivatives 

trading.  
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DATA BASE 

Stock market return is calculated from the daily closing prices of the NSE stock index S&P CNX Nifty 50. CNX Nifty 50 has been used in the 

analysis as the proxy of stock market return. We also consider the impact of return in Nifty Junior, on which derivative products have not been 

introduced. The reason is to know whether the derivatives products are the only factors affecting the market volatility or there are some others 

factors also. A comparison of fluctuations in volatility between Nifty Junior and Nifty 50 may provide a clue to segregate the fluctuations due to 

introduction of future products and due to other market factors. The analysis is based on daily time series data. Data for the stock indices (Nifty 

50, Nifty Junior and S&P 500) has been used for the period of April 1997 to March 2010. The closing prices in the end of the day have been 

used. 

TABLE 1:- DATE OF INTRODUCTION OF DERIVATIVES PRODUCTS 

Derivative Products Date of Introduction Underlying IndEX 

Index Futures June 2000 SENSEX, S& P Nifty 

Index Options  June 2001 SENSEX, S& P Nifty 

Stock Futures  Dec. 2001 SENSEX, S& P Nifty 

PRE AND POST PERIOD 

The whole time period is divided into two sub-time periods. First is pre-derivatives introduction period that is from April 1997 to June 2000 for 

index futures, April 1997 to December 2000 for stock futures and from Jan 1998 to June 2001 for index options. Second sub-time period is post-

derivatives period from the above categorizations to March 2010. Data are collected from the secondary sources for the purpose of this study. 

The data are collected from the website of national stock exchange namely www.nseindia.com. 

 

ANALYSIS AND INTERPRETATION  
In this section the results, tables and figures are given with their interpretation. First, simple statistics have been tested then GARCH models are 

estimated.    

TABLE 2: COMPARISON OF NSE RETURN FOR PRE AND POST PERIODS 

Time periods Mean S. D. Max. 

Pre INDF 0.000625 0.013219 0.09321 

Post INDF 0.000691 0.010224 0.09744 

t-value 0.144 p-value NS 

Pre STF -4.994E-05 0.013887 -0.042312 

Post STF 0.0008174 0.009741 0.068938 

t-value 2.009 p-value <0.05 

Pre OPT 2.219E-05 0.009682 0.063367 

Post OPT 0.0006762 0.008143 0.069019 

t-value 1.959 p-value <0.05 

In Table-2, we have analyzed the volatility (S. D) of NSE Nifty 50 for pre and post period of introduction of derivatives with some other statistical 

results, and found that the volatility in the NSE (calculated from NIFDR) has a decreasing trend after introduction of the derivatives as the SD 

values have gone down. 

RESULT OF GARCH (1, 1) ESTIMATE FOR NSE RETURN 

Models of GARCH error have been estimated for several set of variables. The return series (NIFDR) is selected to test the models. NSE return is a 

dependent variable. The whole data set is divided into two periods of time, Pre-derivatives introduction period and post-derivatives 

introduction period. First, the GARCH model has been tested with the dummy variables for whole length of data for each set, and then the 

GARCH error has been examined for the pre and post introduction period. 

TABLE - 3: RESULT OF GARCH (1, 1) ESTIMATE FOR NSE RETURN PRE-INTRODUCTION OF INDEX FUTURES 

Parameters Par. Estimate t-value p-value 

U
2

t-1 0.140343 6.441 <0.01 

Ht-1 0.038130 2.986 <0.01 

INDFN -0.28916 0.762 NS 

Constant 0.001352 4.211 <0.01 

           

      R-square      = 0.266 

      F-ratio   = 95.27   

      No. of Observations = 789 

Table 3 shows the result of GARCH estimate for pre-index futures introduction period and Table 4 shows the result of GARCH estimate for post 

index futures introduction period. The R
2 

is found to be 0.2661 and 0.1785 respectively in both the models. For both the period GARCH effect is 

significant as it is clear from the p-value. 

TABLE - 4: RESULT OF GARCH (1, 1) ESTIMATE FOR NSE RETURN POST-INTRODUCTION OF INDEX FUTURES 

Parameters Par. estimate  t-value p-value 

U
2

t-1 0.324631 6.149 <0.01 

Ht-1 0.569142 5.492 <0.01 

INDFN -0.260178 10.470 <0.01 

Constant 0.000117 3.967 <0.01 

  

         R-square                     = 0.1785 

         F-ratio  = 160.14 

         NO. of observations       = 2214 
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The coefficients reported in Table 3 and 4 show that in the GARCH variance equation, (b2) ‘old news’ components have gone up and b1 ‘recent 

news’ components have also gone up in the post Index-future period and these estimates are significant at one per cent level. It can be 

concluded that introduction of the Index futures has increased the impact of recent news and reduced the asymmetric information. The period 

of the introduction of the stock futures is different and result has shown that stock future trading is reducing the volatility, though not 

significantly. 

TABLE - 5: RESULT OF GARCH (1, 1) ESTIMATE FOR NSE RETURN PRE-INTRODUCTION OF INDEX OPTIONS 

Parameters Par. estimate t-value p-value 

U
2

t-1 0.439164 4.836 <0.01 

Ht-1 0.563481 6.944 <0.01 

INOPTN 0.446891 8.355 <0.01 

Constant 0.000245 9.467 <0.01 

      

     R-square         = 0.2467 

     F-ratio                    = 113.20 

     No. of Observations        = 1041 

TABLE - 6: RESULT OF GARCH (1, 1) ESTIMATE FOR NSE RETURN POST-INTRODUCTION OF INDEX OPTIONS 

Parameters Par. Estimate t-value p-value 

U
2

t-1 0.516374 4.658 <0.01 

Ht-1 0.351768 3.567 <0.01 

INOPTN 0.020181 2.892 <0.01 

Constant 0.000123 14.997 <0.01 

 

       R-square          = 0.1087 

       F-ratio   = 79.60 

       No. of Observations  = 1962 

It becomes clear from the tables 5 and 6 that for both the period the information impact is significant and supporting the result of the table-5. 

After the introduction of index options the coefficient of recent new (b1) has gone up and old news (b2) has gone down. This indicates the 

uncertainties in the stock market have gone down and the volatility has been reduced. This result rejects the null hypothesis that derivatives 

have not reduced the volatility of NSE spot market. 

The above tests have resulted different things. As we have mentioned that we have taken three time periods that are decided by three 

important derivatives products. Index futures were introduced from June 2000 and 2000-2001 was the period of a big scam in the stock market. 

Since 2002 the stock market was able to be taken its stable position and further even at present the stock market has recorded an efficient 

position. This may be the reason that result for period of options introduction is more trustable.  

But the question is whether the derivatives products are the only reasons to reduces/increase the volatility, or are there some others factors 

affecting the volatility of stock market return? To solve this problem the other variables as NIFJDRT, S&P500DRt and Derivatives turnover are 

included as explanatory variables to control the effect of the index futures. The following models are related to this practice. 

TABLE-7: RESULT OF GARCH (1, 1) ESTIMATE FOR NSE RETURN FOR THE WHOLE PERIOD ADJUSTED BY NIFTY JUNIOR AND S&P500 RETURN 

Parameters Par. Estimate t-value p-value 

U
2

t-1 0.351329 7.859 <0.01 

Ht-1 0.537472 14.956 <0.01 

INDFN 0.000187 1.497 NS 

NIFJDR -0.095622             9.129 <0.01 

S$P500DR 0.017215 1.254 NS 

Constant 0.000106 3.789 <0.01 

 

       R-square         = 0.2261 

       F-ratio   = 175.12 

       Number of Observations  = 3003 

Though the R
2
 came to be only 0.2261 but it is highly significant as indicated by the F-ratio is 175.12. It is clear from the result tabulated in 

table-7 that the coefficient b2 for Nifty Junior return volatility is significant at 1% significant level with negative sign indicating that the other 

factors (market factors) have significantly reduced the volatility in the stock market. 

 

FINDINGS OF THE STUDY  
• The general finding is that introduction of derivatives trading has significant impact on the volatility of the stock market return.  

• We also found that derivatives are not a single factor affecting the stock market risk (volatility). There are some other market factors 

also.  

• A lot of efforts have been done by SEBI to control the volatility of the NSE market.  

 

SUGGESTIONS 
• Investors are not very aware about the derivative products traded in stock market. So, it is advisory that awareness should be 

provided to the investors about these products.  

• Though the trading through derivatives in increasing day by day and more new derivatives products have been introduced, the 

volatility is not much controlled. The functioning area or the size of the market has been speeded enough. In this situation strong 

regulatory system is desired for well-functioning of the stock market. 
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CONCLUSION 
High volatility is considered as high risk in the stock market. To reduce this risk factor in the Indian stock market, a number of steps are being 

adopted by the market regulators. Introduction of derivatives trading is one of them. The analysis concluded that the derivatives trading have 

done its work. It has enhanced the efficiency of the stock market by reducing the spot market volatility and enhancing the liquidity. 

 

BIBLIOGRAPHY 
Aitken, M; Frino, A. and Jarnecic, E. (1994), “Option Listings and the Behaviour of Underlying Securities: Australian Evidence”, Securities 

Industry Research Centre of Asia-Pacific (SIRCA) Working Paper, Vol. 3, pp. 72-76. 

Badhani K.N., Bisht Harish, Chauhan Ajay Kumar, “Derivatives Trading And structural Changes In Volatility” www.google.com. 

Bandivadekar, S, and Ghosh, S., (2003), “Derivatives and Volatility on Indian Stock Markets,” Reserve Bank of India Occasional Papers, 23, pp. 

187-201. 

Bandivadekar Snehal and Ghosh Saurabh (2005), "Derivatives and Volatility on Indian   Stock Markets", Reserve Bank of India, Occasional 

Papers.  

Bolog Nath Golaka (2003), "Behaviour of Stock Market Volatility after Derivatives" NSE NEWS, National Stock Exchange of India, November 

Issue. 

Bollogna, P and L. Cavallo (2002): “Does the Introduction of Stock Index Futures   Effectively Reduce Stock Market Volatility? Is the ‘Futures 

Effect’ Immediate? Evidence from the Italian stock exchange using GARCH”, Applied Financial Economics, 1466-4305, Volume, 12, Issue 3, 2002, 

pp. 183-192. 

Rao, S.V.R., 2007, “Impact of Financial Derivative Products on Spot Market Volatility: A Study of Nifty,” The Icfai Journal of Derivatives Markets, 

4, pp. 7-16. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



VOLUME NO:  2 (2011), I SSUE NO. 3 (M ARCH )                                       ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

140

REQUEST FOR FEEDBACK 
 

Esteemed & Most Respected Reader, 

At the very outset, International Journal of Research in Commerce and Management (IJRCM) 

appreciates your efforts in showing interest in our present issue under your kind perusal. 

I would like to take this opportunity to request to your good self to supply your critical 

comments & suggestions about the material published in this issue as well as on the journal as 

a whole, on our E-mails i.e. info@ijrcm.org.in or infoijrcm@gmail.com for further 

improvements in the interest of research. 

If your good-self have any queries please feel free to contact us on our E-mail 

infoijrcm@gmail.com. 

Hoping an appropriate consideration. 

With sincere regards 

Thanking you profoundly 

Academically yours 

Sd/- 

Co-ordinator 

 

 


