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Abstract: The NIFTY 50 is the flagship index on the National Stock Exchange of India Ltd. (NSE). The Index tracks the
behavior of a portfolio of blue chip companies, the largest and most liquid Indian securities. It includes 50 of the
approximately 1600 companies traded (listed & traded and not listed but permitted to trade) on NSE, captures approximately
65% of its float-adjusted market capitalization and is a true reflection of the Indian stock market. This study probed in to the
correlation between NIFTY 50 and NIFTY Bank, NIFTY 50 and NIFTY Consumer Durables, NIFTY 50 and NIFTY IT and
NIFTY 50 and NIFTY Pharma Indices
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1. Statement of Problem:

Stock Market has been volatile at the highest order since its inception. Due to it, Investors are at cross roads about the
enjoyment of returns on Investment particularly in sector based indices. Some sector indices are always better than NIFTY
50 and some indices are always lower than NIFTY 50. Hence, it seems to be unavoidable that a investor should read the
trend lines of all the indices on regular basis. During most of time, the outlooks of NIFTY 50 reflect on sector based indices

both directly and indirectly.
1.1 Objectives of the Study:

«* To find out the Coinciding Trend between NIFTY 50 and Sector based Indices, To forecast the Index points trend
To find out the Good and Bad Performing Sector Indices.

1.1.1 Design of the Study:

This study is of analytical in nature due to the study of past days trading from May 1%t 2020 to Dec.31, 2020. The trend will
throw some light on how is every day NIFTY points created impact on sector based indices namely NIFTY Bank Index,
NIFTY Consumer Durable Index, NIFTY IT Index, and NIFTY Pharma. It has been observed that how NIFTY 50 points
have got regressed with Sector Indices points and with the help of Moving average, the future points are predicted and if the
average return of Sector indices return is more than the returns of NIFTY 50, it is good for Sector Indices and If it is vice

versa, then it will be good for NIFTY 50.

1.1.2 Tools used for Analysis:

Multiple Regression Analysis and Correlation Analysis are used to keep track of co-relating trend between NIFTY 50 and
Sector Indices particularly NIFTY Bank, NIFTY Consumer Durables, NIFTY IT and NIFTY Pharma Sectors. Past Price
behaviour and Current Price Behaviour and there by finding out strong performance Indices and in order to predict the trend,

the forecasting was done for the month of March 2021 and April 2021 by means of applying E-Views-7 software.
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2. Results and Discussion:

Stock Market results is the viral effect of positive or negative news, Business Momentum, Government Policy, pandemic
related Incidences, positive or negative actions of Foreign Portfolio Investors. In this Context, this study encompasses the
movements of 4 indices and bench mark S&P CNX NIFTY 50. The impact of NIFTY 50 on other indices are clearly
introspected. The trading activities of NIFTY 50 and other form indices were taken in to account from October 2019 to
January 2021. Nevertheless Indian Economy experienced abounding shocks due to COVID-19 induced pandemic and Since
March 2020, unpreceded negatives on all economic metrics namely GDP, 1IP, and National Income as never before, Indian
Stock Market experienced only cracker of crack for bull in the trend. The number of times stock market received upswing
are far more than downswings. In the downstream, Indian Stock Market has proved that both NSE and BSE are powerful
money making Investment houses. The Correlation Technique was devised to look in to the co relation between S&P CNX
NIFTY 50 and Bank NIFTY; S&P CNX NIFTY 50 and NIFTY IT; S&P CNX NIFTY 50 and NIFTY Pharma and S&P
CNX NIFTY 50 and NIFTY Consumer Durables. In the end, the forecasting has been worked out from February 2021 to
May 2021 through the application of E-Views software and its trend has been observed and with the help of forecasting, no

of times for Upswings and No of times for downswing are analysed.

Table -1 showing Monthly Average NSE Indices points

S.No. | Months S&P CNX | Bank NIFTY NIFTY IT | NIFTY NIFTY
NIFTY 50 PHARMA Consumer
Durables
1 Oct-19 11877.45 30066.00 15559.40 7878.15 14450.35
2 Nov-19 12056.05 31946.10 14998.05 8189.75 16780.10
3 Dec-19 12168.45 32161.65 15652.40 8040.15 17250.24
4 Jan-20 11962.10 30833.60 16144.15 8138.60 18550.61
5 Feb-20 13981.75 29147.15 15212.95 7576.50 18670.85
6 March-20 12968.95 19144.00 12763.65 7176.50 19362.96
7 April-20 11642.40 21534.50 14108.40 9327.10 20525.39
8 May-20 11247.55 19297.25 14010.50 9768.60 18966.54
9 June-20 11387.50 21370.15 14754.30 9985.15 20338.20
10 July-20 11247.55 21640.05 18071.85 11148.90 21479.24
11 Aug-20 11642.40 23754.35 17928.85 11079.80 22758.48
12 Sep-20 12968.95 21451.80 19951.35 11772.85 24278.09
13 Oct-20 13981.75 23800.90 20916.85 11243.75 24076.28
14 Nov-20 14590.35 29609.05 20916.85 11839.15 24002.00
15 Dec.-20 12168.05 31264.05 24251.35 12915.90 30393.50
16 Jan-21 14590.35 31998.90 27027.70 13412.35 30831.86
17 Feb-21 15208.90 36910.95 25282.95 12584.35 33519.55
18 March- 13032.88 29251.48 25845.97 13044.64 33869.50
21(Predicted)
19 April- 13032.93 29243.39 26434.27 13297.80 34983.31
21(Predicted)
20 ADF Test-p- | 0.00 0.03 0.02 0.01 0.00
value

By the use of E-Views-7 software, the index points are predicted for both March 2021 and April 2021. There is the witness
of market correction taking place in the month of March and April 2021. Due to the counter balancing measures being taken
by Government of India to shrug off COVID-19 impacts, there was massive bull trend took place during Feb-2021 and
March 2021. When the history of points read out, it was understandable that Jan and February euphoria are not continued
during March and April 2021.In the case of CNX Nifty, it was reduced from 15208.90 points to 13032.88 points, in the case
of Bank Nifty, the points were down from 32910.95 points to 29251.48 points, in the case of Nifty IT, the increasing trend
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has been continued, it is increased from 25282.95 points to 25845.97 points, with respect to Nifty Pharma, it is increased
from 12584.35 points to 13044.64 and with respect to Nifty Consumer Durables, it is increased from 33519.55 points to
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33869.50 points. The above mentioned results are statistically significant as p values are less than 0.05.

Table -2 showing Model fit Summary

Model | R R Adjustable | Std R- F- dfl df2 p-
Square | R-Square | deviation | Square | Change value
of Change
estimated
0.787 |0.619° | 0.492 929.96 0.619 4.877 4 12 0.014
Table-3 showing Anova Results
Model Sum of | Df Mean F Sig.
Squares Square
Regression | 16871630.97 | 4 4217907.42 | 4.377 0.014
Residual 10377833.53 | 12 864819.461
Total 27,249,463

a. Dependent Variable: CNX Nifty 50

b. Predictors( Constant), Bank Nifty, Nifty IT, Nifty Pharma and Nifty

Consumer Durable

Interpretation regarding ANOVA Values:

The ANOVA table gives the details regarding the significance of the regression model developed above. The F-Value of
4.377 along with P<0,014, It is concluded that the regression is statistically significant. The Mean Square is got by dividing
sum of squares by degrees of freedom (df). Regression value explains significantly moderately more variance (61.9%) than

the residual error (38.08%)

Table-4 Co-efficient values

Model B Co- Standard  Co-efficient | t- Sig. Co-Linearity | VIF

efficient- Beta value tolerance

standard

Error
(Constant) | 11933.43 | 2216.13 - 5.383 | 0.000 - 0020 _
Bank -0.057 0.077 -0.241 0.737 | 0.475 0.296 3.375
Nifty
Nifty IT 0.449 0.236 1.476 1.902 | 0.081 0.053

18.984

Nifty -0.863 0.386 -1.350 0.087
Pharma 2.234 | 0.045 11.498
Nifty 0.131 0.119 0.530 0.136 7.328
Consumer
Durable 1.100 | 0.293

Dependent Variable: CNX Nifty

Interpretation regarding Tolerance Value and VIF Value.

Source: SPSS Software
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The tolerance value for a particular independent variable in a particular is 1-R square where the R-square is
obtained using that independent variable as dependent variable and all other variables in the regression equation as
independent. As a general rule of thumb, a tolerance value below 0.1 indicates a series multicollinearity problem.
In the case of Variance Inflation Factor (VIF), this is just the reciprocal of the tolerance statistic. It is defined as 1
divided by tolerance value of 0.1 and above, there is a serious multicollinearity problem. With respect to this
study, Co-linearity tolerance is above 0.10 against all indices namely Bank Nifty(0.296), Nifty 1T(0.053), Nifty
Pharma(0.087) and Nifty Consumer Durable is 0.136). Hence Co-linearity problem does not exist in this study.
Regression result is significant as it has the p value of only 0.014. Now CNX NIFTY CNX Index = 11933-
0.057(Bank Nifty)+0.449(Nifty 1T)-0.863(NIFTY Pharma)+0.131(Nifty Consumer Durable). From this
equation, it is made known that Nifty IT and Nifty Consumer Durable are hugely influencing or co-relating

the increase or decrease of CNK Nifty 50.

Variance Inflation Factor Index (VIF)

This is just the reciprocal of the tolerance statistic. It is defined as 1 divided by tolerance value. VIF is greater than or
equal to 1. A VIF of greater than 5 generally indicates evidence of Multicollinearity. From the reading of Table-4, the
association or correlation among Nifty IT, Nifty Pharma and Nifty Consumer Durables are very thick as their VIF values are

Nifty IT is 18.984, Nifty Pharma is 11.498 and Nifty Consumer Durable is 7.328.

Table -6 Showing Correlation Results of NIFTY INDICES

S.No. S&P CNX | Bank NIFTY NIFTY IT NIFTY NIFTY
NIFTY 50 PHARMA Consumer
Durables
S&P CNX | 1.00 0.177(Sig.0.50) | 0.546(Sig.0.029) | 0.325(Sig.0.220) | 0.446(Sig.0.080)
NIFTY 50

Source: SPSS Software

Interpretation:

Results from SPSS Software stating that both NIFTY IT and NIFTY Consumer Durables are co relating with the trend of
S&P CNX NIFTY 50 which is in the values of 0.546 for NIFTY IT and 0.446 for NIFTY Consumer Durables. Bank NIFTY
and NIFTY Pharma were against the Bench Mark Index. Both indices were found to be more momentum oriented.
Whenever the good news are prevailing, these stocks are on the rise. This result is just reflecting the values arrived in Table-
4.

Table-7 Good and Bad Performing Sectorial Indices

S.No. Bank NIFTY IT(3) NIFTY- NIFTY-
NIFTY(2) Pharma(2) Consumer
Durables(1)
10 9 10 12
Upswing(Increase
in Points)
Down 4 5 4 2
swing(lncrease in
Points)

Interpretation:

From the results of Upswings and Downswings, it is pretty much understandable that all the indices
have performed well since Oct.2019 as there are more upswings than downswings. Among the best
ones, NIFTY Consumer Durable is ranked No 1 as it has got 86% %; NIFTY Pharma and Bank
NIFTY had been ranked No.3 as both of them have got 71% and NIFTY IT had been appreciated by
64 %.
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2.1 Key Findings:

l. Co-inciding trend used to be exist in NIFTY IT and NIFTY Consumer Durables due to high correlation or
high Co-linearity with CNX Nifty 50 as it is due to high correlation values -0.546 and 0.445 for both
NIFTY IT and NIFTY Consumer Durables respectively.

I1. With respect to this study, Co-linearity tolerance is above 0.10 against all indices namely Bank
Nifty(0.296), Nifty 1T(0.053), Nifty Pharma(0.087) and Nifty Consumer Durable is 0.136). Hence Co-
linearity problem does not exist in this study. Regression result is significant as it has the p value of only
0.014. Now CNX NIFTY CNX Index = 11933-0.057(Bank Nifty) +0.449(Nifty IT)-0.863(NIFTY
Pharma)+0.131(Nifty Consumer Durable). From this equation, it is made known that Nifty IT and Nifty
Consumer Durable are hugely influencing or co-relating the increase or decrease of CNK Nifty 50.

11 With respect to performance, NIFTY consumer Durables had proved that it is the best index as it was
witnessed frequent Upswings (86%) for the past 10 months from October 2019 onwards.

V. The association or correlation or collinearity effect among Nifty IT, Nifty Pharma and Nifty Consumer
Durables are very thick as their VIF values are Nifty IT is 18.984, Nifty Pharma is 11.498 and Nifty
Consumer Durable is 7.328. of these indices, Nifty IT and Nifty Consumer durables index points are
hugely impacted due to the movements of benchmark Index-CNX Nifty 50

Conclusion:

Since the start of Covid-19 led pandemic, Indian Stock Market is turned around to bullish momentum during most of
trading days after huge losses in 2019. NSE’s Nifty indices are all equally performing well in delivering returns to
the investors. S&P CNX Nifty 50 has been the benchmark index in terms of conferring stable returns. Of the total
NSE indices, Bank Nifty, Nifty IT, Nifty Pharma and Nifty Consumer Durables are used to be the active indexes in
terms of trading. As a result of analyzing all these indexes in this study, it is concluded that Nifty IT and Nifty
Consumer Durables are hugely influenced by S&P CNX Nifty 50 movements. Their Correlation values are 0.546
and 0.446 respectively. S&P CNX Nifty has got least influence on Bank Nifty and Nifty Pharma as they are most

influenced by Industry movements and good news across products, business and markets.
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