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THE EFFECT OF DEMONETISATION ON THE INDIAN ECONOMY AT DIFFERENT TIME INTERVAL 
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ABSTRACT 

As per the recent Government decision of demonetisation, we would like to do research on the topic “The effect of demonetisation on the Indian economy at 

different time interval.” because it is the decision which affect not only the Individuals but the Indian economy as a whole. The papers’ concentration is on the effect 

of demonetisation on the Indian economy at different time interval. To understand Indian economy, we selected Indian sectors indices, stock indices and commodity 

indices and tries to see the fluctuation, correlation and overall effect at different time interval such as a week, month and a quarter. In this paper, the main focus 

is on the last week, quarter and month effect from the declaration dates on the indices such as small capital market, mid capital market, large capital market, 

sectors such as bankex, reality, finance, IT and in commodity gold and silver. In the past few months it was observed that at the time of declaration the market 

shrinks as it starts up with high expectations. With the help of this paper, know the overall effect after the demonetisation and before the demonetisation on the 

selected sectorial indices, stock indices and currency indices. 

 

KEYWORDS 
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1. INTRODUCTION 
s per the recent Government decision of demonetisation, we would like to do research on the topic “The effect of demonetisation on the Indian economy 

at different time interval.” because it is the decision which affect not only the Individuals but the Indian economy as a whole. 

The papers’ concentration is on the effect of demonetisation on the Indian economy at different time interval. To understand Indian economy, we selected 

Indian sectors indices, stock indices and commodity indices and tries to see the fluctuation, correlation and overall effect at different time interval such as a week, 

month and a quarter. In this paper, the main focus is on the last week, quarter and month effect from the declaration dates on the indices such as small capital 

market, mid capital market, large capital market, sectors such as bankex, reality, finance, IT and in commodity gold and silver 

In the past few months it was observed that at the time of declaration the market shrinks as it starts up with high expectations. With the help of this paper, know 

the overall effect after the demonetisation and before the demonetisation on the selected sectorial indices, stock indices and currency indices. 

 

2. LITERATURE REVIEWS 
2.1 (2016, November 9). Industry fears liquidity crunch. Times of India, Ahmedabad, p.g. No. 2. 
The surprising and sudden announcement of Rs. 500 and Rs. 1000 currency notes will not be a legal tender created a huge chaos and panic among the common 

people and industries alike. Many sectors are expected to affect by this move, especially those sectors who are dealing in cash are expected to see hectic dealings 

in coming days. Banks will also have affected by the demonetization because of the mad rush for replacing the currency notes. Diamonds, garments, gems and 

jewellery, real estate, building materials, cottage, handicrafts and MSMEs among other sectors are expected to feel a major heat. Over the next month, there will 

be a slowdown in many industries because most of the industries make their deals in cash and due to demonetization they will face payment related issues. Not 

only the angadias but also the retailers are going to face harsh issues of liquidity. Especially the small retailers will have to face a lot of problems in day to day 

dealings. Besides the angadias and retailers, gems and jewellery sector will also be adversely affected as there are high values of transactions take place in the 

gold market which are driven by high value currency notes. However, the courier service business will not be affected as they get their commission from the 

payment made by the customers. 

2.2 Sinha Prabhakar (2016, November 9). Realty sector, where cash is king, May see black days. Times of India, Ahmedabad, p.g. No.6. 
Demonetization will severely impact the real estate sector as real estate and land purchases are one of the most prominent segments of the cash economy. There 

will significant impact on the secondary market transactions where 60:40, the ratio of legal to black money had become a norms of sort. Due to black money the 

value of the real estate has appreciated in many markets. 

2.3 Times News Network (2016, November 10). Retailers reel as cash dries up. The Times of India, Ahmedabad, p.g. No.4. 
The government's decision to with draw existing currency notes of Rs. 500 and Rs. 1000 from circulation has adverse effect on the retail industry and neighbour-

hood stores. According to industry players, the government's move was too surprising and abrupt. The government is targeting the black money hoarders but the 

government did not consider the difficulties and problems face by the small scale traders and traders of perishable goods, who are heavily dependent on cash 

transactions. A day after the demonetization, due to the worse situation and liquidity crunch the traders shut down their shops in the afternoon. Besides the 

traders, the small kirana store owners and milk shop owners were also affected by the demonetization  
2.4 Times News Network (2016, November 10). Cash-loaded patients beg helplessly for tests, treatment. Times of India, Ahmedabad, p.g. No.3. 
The PM had promised that there is no inconvenience at hospitals but there is exact opposite situation seen at the hospitals. The people are stranded at private 

hospitals due to demonetization. The private hospitals authorities were struggling with patients as government has barred them from accepting invalid currency. 

Due to this many people didn't receive treatment. In many cases hospitals turned a tidy profit by refusing unless payment was made in lower denomination notes- 

which was unavailable to patients. A twenty six year old lady named Jyotsna Parmar was also faced problem at hospital. As she had 1000Rs. note and she wanted 

to do a sonography and Echo-2D test of her one year old son Meet who was suffering from pneumonia but the staff of UN Mehta hospital declined to perform the 

tests because they refused to accept the old currency notes of Rs. 500 and Rs. 1000. Similar helplessness of patients was visible at major private hospitals where 

cash loaded. 

2.5 (2016, November 12). Demonetization would only affect common man 
Chidambaram says people are facing difficulties in buying medicines, bus and train tickets and paying for auto rickshaws because of demonetization. Central board 

of direct taxes (CBDT) in 2012 had advised the centre to avoid issuing Rs.2000 currency noted, saying it would bring more harm to the public than benefit. P. 

Chidambaram said it would only adversely affect the common man. He said there were currency notes worth about rs17 lakh crore in circulation across the country, 

and according to the RBI, about Rs. 400 crore of this was believed to be fake currencies, “just to destroy Rs. 400 crore fake currencies, why the circulation of total 

Rs. 17 lakh crore was needed to be blocked.” 

A
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2.6 Chakraborty Pathikrit, Khan Urooj (2016, November 13). New Rs. 2000 note as useful as invalid currency. Times of India, November 13, 2016.  
The banks are handing some of the new Rs. 2000 notes to the people in the exchange of invalid notes of Rs. 500 and Rs. 1000. The people are facing difficulty in 

spending the new currency notes of Rs. 2000 because most of the vendors are unable to return the balance in smaller currency which they are short of. Therefore, 

Rs. 2000 is worthless as just like the invalid Rs. 500 and Rs. 1000 notes, no one is accepting these either. On the fourth day of demonetisation move, the struggle 

at bank continued as the large number of people are stood in long queues at bank still evening. Because of the sudden announcement of demonetization by prime 

minister, the banks have not been able to update their systems accordingly and due to this the people are facing many difficulties. A major problem faced by the 

people on Saturday was that as ID proof was demanded only from those not holding account in the bank but on Saturday even account holders of a bank were 

asked to bring their ID proof for transaction. This is causing the people inconvenience. 

2.7 By R. Jagannathan (Nov 14, 2016), demonetization seems like deflation for many people; danger single for PM Modi. 
For, the first time in independent India’s history, we are getting a life demonstration of what deflation may look like. Deflation is more dangerous for governments 

in power than inflation. People who used autos and taxies are travelling by bus and so the average auto vala’s and cabs have seen a drastic fall in earnings; the 

Karana guys and vegetable vendors are finding it tough to sell enough to service are daily needs, and their turnover is down; people are putting off every day small-

ticket FMCG purchases to conserve cash. The poor and non-poor live and work in the shadow of black money, and they are not amused by the demonetization. It 

is time for enchasing the JAM dividend JAN DHAN, Aadhaar and mobile money, if not, Modi sarkar will be in a jam. 

2.8 (2016, November 14). Retail, wholesale trade affected due to demonetisation: CAIT.  
The Economic Times, New Delhi. 
“The commercial markets wore a gloomy and deserted look. Since demonetization, consumer football is very less. Not only is the retail activities but even the 

wholesale trade affected severely because of very low volume of transaction of goods.” Post demonetisation, trade in markets across the country has reduced to 

25% in comparison to normal days. The move has caused hardships to people who have to wait for their turn in long, unending queues to change the money. 

Several cash based businesses have been witnessed a slowdown. 

2.9 (November 17, 2016), common people most affected by demonetization: Ram Gopal Yadav, Indian expresscom, New Delhi. 
The former leader said the situation in the rural areas is very bad as the banks have failed to transport the stock of the new currency in the ATM and branches in 

rural and semi urban areas. He said that demonetization of the high value currency notes did not affected the rich people or the business class but majorly to the 

people from the villages and women. “People are very much disturbed by this demonetization. Farmers are not getting seeds and fertilizers. 

And the biggest problem facing are the women of our country. Prime minister should thing that when even his mother is being forced to stand in queue than what 

about others, it’s a crisis”. 
2.10 Renjhen Pankaj. (2016, November 22). The impact of demonetisation on Indian retail.  
The government’s recent demonetization move has definitely impacted the India retail industry in the short term due to lack of liquidity in the economy. As Indian 

retail segment generates a let of cash transaction, there might be reduction in the sales over the next one or two quarters. Some sectors like jewellery and the 

luxury segment have been impacted more than much longer to receive. Demonetization has resulted in visibly reduced low footfalls in shopping malls, but this 

effect is temporary and will turn around in few weeks as more currency circulated in the system and improves the purchasing power and appetite of the consumers. 

The long term growth story of the Indian retail sector continues to be one of resilience and growth. 

2.11 (2016, December 2). I-T recovers Rs. 58cr assets in 22 days. Ahmedabad mirror, p.g. No. 5. 
Gujarat income tax department has recovered Rs. 58 crore in unaccounted cash and wealth from multiple raids conducted across Gujarat since announcement of 

demonetization on November 8, as part of the exercise to tighten screw on money lenders, money exchangers and black money hoarders. 11 person were found 

exchanging new legal tenders against scrapped currency notes in Rs 500 and Rs 1000 demonetization. In the past few days multiple cases of people trying to 

exchange cash through commission agents and black money launderers have been reported from all over the state.  

2.12 (2016, December 2), US: Demonetisation crucial to fight graft, Ahmedabad, pg no.8. 
The US supported India’s move of demonetization Rs. 500 and Rs. 1000 currency notes, saying that it was on “important “and “necessary” step to address corrup-

tion. According to mark toner, demonetization is an important step to crack illegal action. The American citizen who are working and living in India may also find 

inconvenience nut they are having proper information in regard to exchange of notes. 

2.13 (2016, December 4). Go digital, even beggars using swipe machine: PM. Ahmedabad Mirror, p.g. No. 10. 
Prime minister Narendra Modi on Friday referred to a whatsapp video showing a beggar using a swipe machine to persuade people to shift to digital monetary 

transactions, but Indian people do not accept new things if known the intension behind an action is right. People who live in villages they do not have electricity 

power after independence. They want to see TV serials but they can’t because of electricity. The government has said that demonetization exercise would be used 

for people welfare like infrastructure development opposition party said that farmers are very much affected from this step. Modi said that “I especially want to 

thank farmers who despite all problems have not allowed showing to be affected it has rather gone up from last time. 

2.14 Patadiya, vishal (2016, December 5). Demonetisation dries up tips earned by waiters. Ahmedabad mirror, p.g. No.7. 
The demonetisation drive has grinded gears of many businesses across the spectrum. One of the sectors that has been a negative impact of the current monetary 

policy is the hotel and restaurant business, especially waiters who earn a substantial chunk of their pay through tips. The all-encompassing liquidity crunch has 

brunt a hole through the pockets of the waiters as their customers have run out of change. Bhavanisinh, has been working in a fast food restaurant near HL 

commerce college area of the city. He said, “Earlier only 30% of our customers paid with card. Due to this income i earn out of tips has come down by 25%. 

2.15 Chakravorti Bhaskar. (2016, December 14). India’s Botched War on cash.  
In the meantime, retail and wholesale markets have stalled around the country. Supply chain transactions, real estate deals, and even weddings and funerals have 

been frozen. Consumers are coping with lines that are frustrating even for Indians used to standing in lines or waiting for basic services, people up and down the 

income spectrum are dealing with changing cash withdrawal policies and empty ATMS. The leading digital payments players have experienced a bump since the 

demonetization experiment began 
2.16 Qureshi, Zahid. (2016, December 16). Spare some change for the beggars. Ahmedabad, Mirror, pg. No. 4. 
The union government’s move to curb black money through demonitization has affected all the sections of the society from last few months. Not only farmers, 

business men and daily wage labourers, beggars all are affected from this decision. The daily earned through charity has plummeted by 80 to 90 percent after Rs 

500 and Rs 1000 notes were declared illegal. One beggar she begs near Bhardra mandir she said,” since the currency issue has started, our situation has worsened. 

Earlier, we used to earn more than enough to eat food as well as save some. Now it’s even difficult to manage two square meals”. And other one is Yusuf sheikh 

begs near teen darwaza and ali masjid while carrying his 80 years old mother sharita on his back.He said earlier people gave us Rs 50 or Rs 100 note. But now we 

are getting small notes and coins like Rs 1, Rs 2 or at most Rs 10. Funny things are people ask me for change, where do I got change from. So that they all are very 

much affected from this demonitization. 
 

3. OBJECTIVES 
3.1 PRIMARY OBJECTIVE 
Primary objective of the paper is to see the effect of demonetisation on Indian economy at different time interval. 

3.2 SUBSIDIARY OBJECTIVES 
1. To observe the fluctuation in the different indices at the time of demonetisation in the last week, month and quarter before and after the event. 

2. To see the trend in the different indices on that date, after and before the demonetisation declaration. 

3. To find out any correlation in the indices (i.e. small cap, mid cap and large capital market) within a week time, month and a quarter before and after the 

demonetisation. 

4. To find out any correlation in the selected sectors (i.e. banking, finance, IT & reality) before and after the demonetisation  
5. To find out any correlation in the commodity indices (i.e. gold and silver) before and after the demonetisation. 
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4. RESEARCH DESIGN 
4.1 RESEARCH DESIGN 
Descriptive to causal Research because in this paper it is the cause and effect analysis shown, the effect of demonetisation on the different indices we are try to 

check. 

4.2 POPULATION 
The population of our research is taken from Indian stock indices. 
4.3 SAMPLING FRAME 
Indian Stock Indices which are registered on the Indian Stock Exchanges mainly BSE. 

4.4 SAMPLING UNIT 
Sampling unit will be primarily consisting of the nine indices from sectors, market and commodity for before and after demonetisation. 

4.5 SAMPLE SIZE 

Sample size will be of last week i.e. 5 days from the implementation of the decision, month i.e. 20 days and a quarter i.e. 65 days before and after demonetisation, 

of nine indices i.e BSE large capital market, mid cap and small cap fluctuations, of sectors bankex, finance, reality and IT and of commodity gold and silver on the 

day of Demonetisation & after and before declaration of Demonetisation. 

4.6 SAMPLING METHODS 

Non probability sampling - judgemental sampling method. 

 

5. RESEARCH TYPE 
5.1 PRE DEMONETISATION & POST DEMONETISATION PERFORMANCE 
Pre demonetisation & Post demonetisation, 3 days moving average prices all nine selected indices to see the fluctuation before and after declaration of demone-

tisation. 

5.2 IMPACT OF DEMONETISATION 

To see the effect R square, paired T test and correlation used with the help of values after and before the week, month and quarter of the declaration of the 

demonetisation. 
 

6. DATA SOURCE 
6.1 SECONDARY DATA 

� BSE website 

� Government of India Website 

� News Paper Articles 
 

7. HYPOTHESIS 
7.1 PRICE FLUCTUATION BEFORE DEMONETISATION AND AFTER DEMONETISATION 
7.1.1. MARKET INDICES VALUE 
H0: There is no difference in the moving average market indices value before the announcement of Demonetisation and after the announcement of Demonetisa-

tion at different time interval. 

H1: There is a difference in the moving average market indices value before the announcement of Demonetisation and after the announcement of Demonetisation 

at different time interval. 

7.1.2. SECTOR INDICES VALUE 
H0: There is no difference in the moving average sector indices value before the announcement of Demonetisation and after the announcement of Demonetisation 

at different time interval. 

H1: There is a difference in the moving average sector indices value before the announcement of Demonetisation and after the announcement of Demonetisation 

at different time interval. 

7.1.3. COMMODITY INDICES VALUE 
H0: There is no difference in the moving average commodity indices value before the announcement of Demonetisation and after the announcement of Demon-

etisation at different time interval. 

H1: There is a difference in the moving average commodity indices value before the announcement of Demonetisation and after the announcement of Demone-

tisation at different time interval. 

7.2 R SQUARE TEST 
7.2.1. Market indices value 
H0: There is no effect in the market indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different time 

interval. 

H1: There is an effect in the market indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different time 

interval. 

7.2.2. Sector indices value 
H0: There is no effect in the sector indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different time 

interval. 

H1: There is an effect in the sector indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different time 

interval. 

7.2.3. Commodity indices value 
H0: There is no effect in the commodity indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different 

time interval. 

H1: There is an effect in the commodity indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different 

time interval. 

7.3 PAIRED T TEST 
7.3.1. Market indices value 
H0: There is no difference in the market indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different 

time interval. 

H1: There is a difference in the market indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different 

time interval. 

7.3.2. Sector indices value 
H0: There is no difference in the sector indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different 

time interval. 

H1: There is a difference in the sector indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different time 

interval. 
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7.3.3. Commodity indices value 
H0: There is no difference in the commodity indices value before the announcement of Demonetisation and after the announcement of Demonetisation at differ-

ent time interval. 

H1: There is a difference in the commodity indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different 

time interval. 

7.4 CORRELATION 
7.4.1. Market indices value 
H0: There is a negative relation between the market indices value before the announcement of Demonetisation and after the announcement of Demonetisation 

at different time interval. 

H1: There is a positive relation between the market indices value before the announcement of Demonetisation and after the announcement of Demonetisation 

at different time interval. 

7.4.2. Sector indices value 
H0: There is a negative relation between the sector indices value before the announcement of Demonetisation and after the announcement of Demonetisation at 

different time interval. 

H1: There is a positive relation between the sector indices value before the announcement of Demonetisation and after the announcement of Demonetisation at 

different time interval. 

7.4.3. Commodity indices value 
H0: There is a negative relation between the commodity indices value before the announcement of Demonetisation and after the announcement of Demonetisa-

tion at different time interval. 

H1: There is a positive relation between the commodity indices value before the announcement of Demonetisation and after the announcement of Demonetisation 

at different time interval. 

 

8. FINDINGS AND ANALYSIS 
8.1 MOVING AVERAGE 
8.1.1 Three days moving average for quarter before and after the demonetisation implemented for the BSE large capital market, small capital market and mid 
capital market.  

 
TABLE 1: 3 DAYS MOVING AVERAGE A QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED MARKET 

INDICES 

Particulars 

3 Days Moving Average of Quarter 

Before After Difference % Change 

BSE_Large Cap 3,394.11 3,138.24 -255.87 -7.54 

BSE_Small Cap 12861.64 11959.12 -902.52 -7.02 

BSE_Mid Cap 13218.79 11950.17 -1268.62 -9.60 

From the above findings we can say that BSE indices value are showing negative effect after the decision had taken by the government and it is significant in the 

three months after the decision. BSE mid capital market value shows the highest effect up to 9.6 % negative. 

8.1.2 Three days moving average for quarter before and after the demonetisation implemented for the BSE bankex index, finance index, IT index and reality 
index. 

 
TABLE 2: 3 DAYS MOVING AVERAGE A QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR SELECTED SECTORIAL INDICES 

Particulars 

3 Days Moving Average of Quarter 

Before After Difference % Change 

Bankex 22,626.74 20596.48 -2,030.26 -8.97 

Finance 4,493.92 4,025.52 -468.40 -10.42 

IT 10293.28 10011.08 -282.20 -2.74 

Realty 1545.67 1273.99 -271.68 -17.58 

From the above findings we can say that BSE all sectorial indices value is showing negative effect after the decision had taken by the government and it is significant 

in the three months after the decision. BSE reality sector shows highest negative up to 17.58% and IT sectorial indices shows the minimum but negative effect. 

8.1.3 Three days moving average for quarter before and after the demonetisation implemented for the gold index and silver index. (All Moving Averages tables 
found with the help of Micro Soft Excel) 

 
TABLE 3: 3 DAYS MOVING AVERAGE A QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR SELECTED COMMODITY 

Particulars 

3 Days Moving Average of Quarter 

Before After Difference % Change 

Gold 2,837.43 2,493.86 -343.57 -1.21 

Silver 41.24 35.11 -6.11 -0.15 

From the above findings we can say that Commodity indices value are showing negative effect after the decision had taken by the government but it is the indices 

which shows minimum percentage of negative effect in official market compare to BSE indices. 
8.2 R SQUARE 
8.2.1 R square for a week, month & quarter before and after the demonetisation implemented for the BSE large capital market, small capital market and mid 
capital market.  

 
TABLE 4: R SQUARE FOR A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED 

MARKET INDICES 

Particulars 
R square 

Quarterly Monthly Weekly 

BSE_Large Cap 0.1528379 0.0201974 0.665851 

BSE_Small Cap 0.4383101 0.0631235 0.8422395 

BSE_Mid Cap 0.0299614 0.1201397 0.9068003 

R square shows the percentage of movement due to its own and due to the demonetisation. 

For example in large cap quarterly it shows 0.1528379, it mean index effected 15 percent due to demonetisation and remaining 85 percent on its own. So, higher 

percentage shows the effect of demonetization on that index. 

From the above findings we can say that BSE indices values are effected highest with in the week time then it’s reduce. As we observed in moving average its effect 

is highest here also in mid capital indices but its quarterly effect here it shows weekly stronger than after month and quarter it reduces faster than other indices. 
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8.2.2 R square for a week, month & quarter before and after the demonetisation implemented for the BSE bankex index, finance index, IT index and reality 
index.  

 
TABLE 5: R SQUARE FOR A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED 

SECTORIAL INDICES 

Particulars 
R square 

Quarterly Monthly Weekly 

Bankex 0.1608453 0.1745222 0.0397259 

Finance 0.050653 0.0996115 0.6163288 

IT 0.2657858 0.5020727 0.1928709 

Realty 0.2962781 0.0050806 0.8855665 

From the above findings we can say that BSE sectorial indices values are effected differently sector wise also and time interval wise. As we observed in majority 

indices except in realty it shows highest effect after and before the month. But in reality it reduces after month and then it tries to stabilize the effect. The special 

sector to see the effect is finance which shows highest n week time but it reduces significantly and reaches to almost no effect.  

8.2.3 R square for a week, month & quarter before and after the demonetisation implemented for the gold index and silver index.  
 

TABLE 6: R SQUARE FOR A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED 
COMMODITY INDICES 

Particulars 
R square 

Quarterly Monthly Weekly 

Gold 0.0525915 0.5880751 0.0122985 

Silver 0.077408 0.0286572 0.0553711 

From the above commodity indices, we can see that in week and quarter time in gold there is not much effect of demonetisation and in silver at different time 

interval it is almost no effect of the demonetisation. But the special effect shows in the Gold commodity index after month time which is very significant. 

8.3 T TEST 
8.3.1 T test for a week, month & quarter before and after the demonetisation implemented for the BSE large capital market, small capital market and mid 
capital market.  

 
TABLE 7: T TEST (p VALUE) FOR A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED 

MARKET INDICES 

Particulars 
T Test 

Quarterly Monthly Weekly 

BSE_Large Cap 4.66359E-15 7.942E-11 0.0289805 

BSE_Small Cap 6.40591E-14 4.186E-11 0.0046039 

BSE_Mid Cap 2.07651E-19 2.742E-10 0.0057031 

Here T test vale shows majority like 4.66359E-15 in excel, which means 0. 14 times zero than 455359. Which is less than 0.05 p value. Now if it shows more than 

0.05 it means there is no effect of demonetization and if it’s less than 0.05 p value it means there is an effect of demonetisation. 

In indices values, at all after different time interval it shows the effect of demonetisation. 

8.3.2 T test for a week, month & quarter before and after the demonetisation implemented for the BSE bankex index, finance index, IT index and reality index. 
 

TABLE 8: T TEST (p VALUE) FOR A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED 
SECTORIAL INDICES 

Particulars 
T Test 

Quarterly Monthly Weekly 

Bankex 4.13061E-08 0.0002896 0.4271529 

Finance 3.53121E-14 6.133E-09 0.0824297 

IT 1.82925E-12 1.351E-05 0.0002776 

Realty 4.70123E-28 5.164E-16 0.0002578 

Here T test vale shows majority like 4.13061E-08 in excel, which means 0. Than 07 times zero than 413061 which shows (0.0000000413061). Which is less than 

0.05 p value. Now if it shows more than 0.05 it means there is no effect of demonetization and if it’s less than 0.05 p value it means there is an effect of demone-

tisation. 

In sectorial indices we show again the same p value to all the indices at different time interval. 

Except weekly Bankex and finance sector indices all indices at different time interval shows significant effect of demonetisation on sectorial indices. 

8.3.3 T test for a week, month & quarter before and after the demonetisation implemented for the gold index and silver index. 
 

TABLE 9: T TEST (p VALUE) FOR A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED 
COMMODITY INDICES 

Particulars 
T Test 

Quarterly Monthly Weekly 

Gold 3.9341E-24 5.691E-06 0.0096997 

Silver 8.84272E-18 0.0001081 0.0452896 

In commodity index all the p values as per t test shows that there is an effect of the demonetisation at different time interval, because all values are less than 0.05. 

8.4 CORRELATION 
8.4.1 Correlation for a week, month & quarter before and after the demonetisation implemented for the BSE large capital market, small capital market and 
mid capital market.  
 
TABLE 10: CORRELATION FOR A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED 

MARKET INDICES 

Particulars 
Correlation 

Quarterly Monthly Weekly 

BSE_Large Cap -0.39094483 -0.142117 0.3235738 

BSE_Small Cap 0.66204996 -0.251244 0.894494 

BSE_Mid Cap 0.17309369 -0.346612 0.9460537 
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Correlation result varies weekly to monthly drastically. As weekly it shows positive relation than after a month it shows negative relation in all the three indices. 

In quarterly there is only negative index in large capital market but other shows positive relation in other two indices, i.e. small capital and midterm capital index. 

8.4.2 Correlation for a week, month & quarter before and after the demonetisation implemented for the BSE bankex index, finance index, IT index and reality 
index. 

 
TABLE 11: CORRELATION FOR A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED 

SECTORIAL INDICES 

Particulars 
Correlation 

Quarterly Monthly Weekly 

Bankex -0.4010552 -0.417759 -0.394129 

Finance -0.22506227 -0.315613 0.4242476 

IT -0.5155442 -0.708571 0.4692272 

Realty -0.54431435 -0.071279 0.8908317 

Correlation result varies weekly to monthly drastically in sectorial index also. As weekly it shows positive relation, except in bankex, then after a month and quarter 

it shows negative relation in all the four indices.  

8.4.3 Correlation for a week, month & quarter before and after the demonetisation implemented for the gold index and silver index. 
 

TABLE 12: CORRELATION FOR A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE ANNOUNCEMENT OF DEMONETIZATION IN 2016 FOR THE SELECTED 
COMMODITY INDICES 

Particulars 
Correlation 

Quarterly Monthly Weekly 

Gold -0.22932839 -0.718343 0.0230959 

Silver -0.27822297 -0.316382 0.6417655 

Correlation result varies weekly to monthly and quarterly drastically in commodity index also. As weekly it shows positive relation after a month and quarter it 

shows negative relation in both the indices.  

 

9. HYPOTHESIS TESTING 
9.1 THREE DAYS MOVING AVERAGE OF A WEEK, MONTH AND QUARTER BEFORE AND AFTER THE DEMONETIZATION 
Three days moving average of a quarter shows negative percentage changes from table 1, 2 and 3, in all the indices i.e. BSE market indices, BSE sectorial indices 

and Commodity indices. 

So, in all the three hypothesis H0 is rejected means there is a difference in the moving average sector indices value before the announcement of Demonetisation 

and after the announcement of Demonetisation at different time interval. 

9.2 R SQUARE 
H0: The indices having no effect of the demonetisation and its moves on its own. 

H1: The indices having an effect of demonetisation and its moves due to the effect. 

R square for BSE market indices it shows very significant effect of demonetisation in a week time but after a month and quarter it reduces. 

So, out of 9 different result of three indices from table 4 only three weekly result shows effect due to demonization and remaining six shows the value less than 

0.5 which means after a week it moves on its own than demonetisation. 

So, in BSE market indices we can say H0 is accepted. 
R square for BSE Sectorial indices it shows very significant effect of demonetisation in a week time but after a month and quarter it reduces. 

So, out of 12 different result of three indices from table 5 only two weekly result shows effect due to demonization and remaining 10 shows the value less than 

0.5 which means after a week it moves on its own than demonetisation. 

So, in BSE sectorial indices we can say H0 is accepted. 
R square for Commodity indices out of 06 different result of two indices from table 6 only one monthly result shows effect due to demonization and remaining 5 

shows the value less than 0.5  

So, in commodity indices also we can say H0 is accepted. 
9.3 T TEST 
H0: There is no difference in the indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different time 

interval. 
H1: There is a difference in the indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different time 

interval. 
In T test from table 7, 8 and 9 we can say as the p value is less than 0.05 in all the 09 indices at different time interval i.e. week, month and quarter. We can say 

H0 is rejected for all the three T test hypothesis for all the indices at different time interval which means there is a difference in the indices value before the 

announcement of Demonetisation and after the announcement of Demonetisation at different time interval. 

9.4 CORRELATION 
H0: There is a negative relation between the indices value before the announcement of Demonetisation and after the announcement of Demonetisation at differ-

ent time interval. 
H1: There is a positive relation between the indices value before the announcement of Demonetisation and after the announcement of Demonetisation at different 

time interval 

Correlation are for BSE market indices it shows positive relationship after a week, negative relationship after a month and majority indices shows positive rela-

tionship after a quarter also. 

Out of 9 different result of three indices from table 10 four shows negative result which mostly from monthly results of all the indices but majority five shows 

positive relation.  

So, in BSE market indices we can say H0 is rejected. Which means there is a positive relation between the indices value before the announcement of Demonetisa-

tion and after the announcement of Demonetisation at different time interval. 

Correlation for BSE Sectorial indices shows from table 11 positive relation due to demonetisation in a week time but after a month and quarter it shows negative 

result for all the sectorial indices. 

In BSE sectorial indices we can say H0 is accepted. Which means there is a negative relation between the indices value before the announcement of Demonetisation 

and after the announcement of Demonetisation at different time interval. 

Correlation for Commodity indices shows from table 12 same as sectorial indices does. In a week time it shows positive result than after a month and a quarter 

time it shows negative results. Which proves in majority indices after a week its negative correlation. So, H0 is accepted here. 
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10. CONCLUSION 
In this paper we observe that after the decision of the Government for the currency withdrawal or demonetisation. Not only it effected the Indian people but also 

it effected significantly to the Indian economy at different time interval.  

We selected Indian sectors indices, stock indices and commodity indices and tries to see the fluctuation, correlation and overall effect at different time interval 

such as a week, month and a quarter. It shows the different result at different time interval which signifies as a whole the effect of demonetisation is there on 

Indian economy. 

 

11. SUGGESTION 
As the demonetisation is a one of the decision that Government had taken which shows the significant effect on different indices at different time interval. So, in 

future any Government decision is taken investors need to invest carefully. 

 

12. SCOPE FOR FURTHER RESEARCH 
From the research it clearly shows that it is a short term perspective, we can go for long term perspective after a year or two and see the effect is same or different. 

We can consider some more sectors and currency from the economy and see there is any change in or not.  
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