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Abstract

Using 5-min intraday transaction prices, this study investigates the relationship

between the National Stock Exchange (NSE) S&P CNX Nifty futures and its underlying

spot index in terms of both return and volatility. By applying Johansen–Juselius (J–J)

cointegration analysis, we find evidence of single common stochastic trend, to which

spot and futures prices move together in a long-run equilibrium path. The vector error

correction model (VECM) and Granger causality test find that there is unidirectional

causality running from futures to spot market. To examine the volatility spillovers

between the markets, this study has used bivariate Generalized Autoregressive

Conditional Heteroscedastic (GARCH) (1, 1) model with Baba, Engle, Kraft and Kroner

(BEKK) parameterization and finds evidence of bidirectional volatility spillovers between

spot and futures markets. However, there is pronounced spillover effect of a previous

shock and volatility from the futures market to spot market. Hence, we conclude that
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Nifty futures prices lead spot prices and futures market largely contributes to price

discovery. These findings have significant implications for traders in implementing

hedging and arbitrage trading strategies, for portfolio managers in managing risk and

also for policymakers in assessing market stability.

Related research 

Recommended articles Cited by 

27

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Firfi.12175&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F13504851.2018.1478385&type=Scholix
https://scholexplorer.openaire.eu/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

