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Volatility Clustering of Select Sectoral Indices in
the BSE Stock Market N

Abstract. Volailty is a standard measure of financial
vulnerability and it plays a vital role in analyzing the risk of the
Securities marke. I s traditonally measured using the standard
deviation, which indicates how the price of a stock is clustered
around the mean or moving average. The intent of the study is 0
analyse the volatiliy clustering of si select sectoral indices such
as S&P BSE AUTO (Automobile), S&P BSE BANKEX (Bank) ,
S&P BSE FMCG (Fast Maving Consumer Goods), S&P BSE IT
{nformation Technology), S&P BSE METAL (Metals), and S&P
BSE OIL & GAS (0il & Gas Industies). A sample of 2726 days of
observations for 11 years period from 03.01.2011 to 31.122021
has been taken for the study. The econometric model namely
ARCH and GARCH have been applied to analyse the data. The
result of the study reveals the presence of volatiliy clustering in
the sefect six sectoral indices. Metal Sector has shown the higher
phase of volarility.
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L. INTRODUCTION

e stock markt is considerd to be voltile when there

G

‘The popular S&P 500 Index is perhaps Standard & Poor's
best-known product. S&P is considered as a benchmark of
the stock index. Volatilty is the measurement of frequency
change that occurs in the sectoral indices from time to time.
‘The clustering of information for a specific period of time is
known as volatility clustering. The high volatilty in the
sectoral indices would tend to have high changes and low
volatility leads to small change in the value of sectoral
indices. Such extreme variations in sectoral indices have
significant effect on the stock market and it can be examined
with the sectoral indices retums over a time period. In this
background, the study aim to analyse the volatility clustering
of select sectoral Indices namely, S&P BSE AUTO
(Automobile), S&P BSE BANKEX (Bank), S&P BSE
FMCG (Fast Moving Consumer Goods), S&P BSE IT
(Information Technology), S&P BSE METAL (Metals), and
S&P BSE OIL & GAS (Oil & Gas Industries). The simple
standard deviations (SD) or variances of time series data
over a period of time is considered s a measure of volatility
For the present study, 11 years daily sectoral indices were
considered for the analysis of volatility movements. The

i sharp rise and sharp decline in the markets within a short ;





