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ABSTRACT
As demonetization affected the Indian economy in every aspect, stock market had huge variations after demonetization.

It is important to understand the scenario before and after demonetization. Investing in the equity shares will earn many
benefits to the investors along with the dividends where it helps the investors to save the money for future for any specific
purpose. To analyse the impact of demonetisation, in this study four company stocks are considered and compared with
the market index. The data was collected before and after demonetisation and the same was compared for the two
periods. The study revealed that there is an impact of demonetisation on stock exchange market.
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INTRODUCTION
Investing in the stock market is getting more importance now-a-days. Irrespective of the income levels,

every investor wants to save money for the future. Investing in the equity shares will earn many benefits to the
investors along with the dividends where it helps the investors to save the money for future for any specific
purpose.

In India, the demonetisation of all 500 and 1000rs is took place on 8th November 2016. This declaration was
announced by our Prime minister Shri.Narendra modi. As demonetization is having many effects on the
Indian economy, it had its huge effect on the stock market also. Many share values are influenced during the
demonetization. It gave a scope for the study of demonetization effect on stock market.

LITERATURE REVIEW
Rajanish kumar (2017) Analyize the effect of demonetisation on the stock exchange.Kailash bathija and
Krishna eluri (2017) examined the impact of demonetisation on stock exchange. Narendra Nathan (2017)
explained the demonetisation effect by considering before and after stock market values compared with the
market index. Manas chakravarthi (2017) concluded That investors felt the impact of demonitisation.

OBJECTIVES OF THE STUDY

 The main objective of this study is to understand the concept of stock exchange.
 To analyse the performance of selected equity shares and compare the performance with BSE index.
 To compare the performance of equity shares before demonetization and after demonetization.
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RESEARCH METHODOLOGY
Research methodology contains primary and secondary data. Primary data can be explained as the data

collected directly and Secondary data can be explained as the data collected from other sources. More or less
the entire data in this analysis is collected from various sources. In this methodology no primary data is used.
Entire data was collected from nseindia.com and moneycontrol.com. the data was collected for the period of 5
years where quarterly values are considered.

HYPOTHESIS
H0– there is no effect of demonetization on stock values.

H1- there is an effect of demonetization on stock values

STATISTICAL TOOLS USED
RETURN: Returns for this study are calculated as below

Rpt = (NAVt-NAVt-1) / NAVt-1

RISK: standard deviation is the measure of risk and it is calculated by using following equation

The standard deviation for the market is calculated by using following equation

BETA: Beta is the systematic risk and it is calculated by using following formula

RESULTS AND ANALYSIS
Table 1

ICICI BANK

Particulars Pre-demonetisation Post-demonetisation

Returns
0.002409878 -0.00403

Standard deviation
0.023185943 0.024187

Beta 2.945554382 1.4956

From the above table we can say that after demonetisation stocks of ICICI faced negative returns (-
4%). It clearly shows the effect of demonetisation on ICICI stocks. The standard deviation also increased after
demonetisation. The returns before demonetisation are 2.4% where it becomes negative after its
implementation. We can say that ICICI stocks faced the effect of demonetisation during that period.
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Table 2
Dr. REDDYS

Particulars Pre-demonetisation Post-demonetisation

Returns 0.001123897 -0.001530945

Standard deviation 0.021775186 0.012859627

Beta 1.018472369 40080.74324

From table 2 we can say that after demonetisation stocks of Dr. Reddy’s faced negative returns (-1.5%). It
clearly shows the effect of demonetisation on Dr. Reddy’s stocks. The standard deviation decreased after
demonetisation. The returns before demonetisation are 1.1% where it becomes negative after its
implementation. We can say that Dr. Reddy’s stocks faced the effect to some extent but it doesn’t affect the
standard deviation. But, the beta value was increased 4 times after the demonetisation.

Table 3
HERO MOTOCORP

Particulars Pre-demonetisation Post-demonetisation

Returns -0.00115435 -0.00126

Standard deviation 0.015962469 0.021983

Beta 2.198011264 0.745842

From table 3, we can say that Hero Motocorp had slight change in returns (-1.2%). It shows the average
impact of demonetisation on Hero Motocorp stocks. The standard deviation increased after demonetisation.
The returns before demonetisation are -1.1%. The beta value was decreased fro. 2.19 to 0.74. We can say that
Hero Motocorp stocks don’t faced the effect of demonetisation.

Table 4
BHARATHI AIRTEL

Particulars Pre-demonetisation Post-demonetisation

Returns -0.00021054 0.005545824

Standard deviation 0.012259911 0.024725342

Beta 1.991957057 10.99181

From the table 4 we can say that after demonetisation stocks of Bharathi Airtel fare having positive returns
when compared to pre-demonetisation. The standard deviation increased from 0.01 to 0.024 after
demonetisation. We can say that Bharathi Airtel stocks faced the effect of demonetisation during that period.
When it comes to beta, it increased to 5 times.

Table 5
BSE Sensex

Particulars Pre-demonetisation Post-demonetisation

Returns -0.001509 -0.00152

Standard deviation 0.0053299 0.012173

When it comes to the market returns there is no impact on the market returns but risk factor increased to some
extent.
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FINDINGS
From this analysis we observed that after demonetisation stocks of ICICI faced negative returns (-4%). The
standard deviation also increased after demonetisation. We can say that ICICI stocks faced the effect of
demonetisation during that period. When it comes to Dr. Reddy’s, after demonetisation, stocks of Dr. Reddy’s
faced negative returns (-1.5%). The standard deviation decreased after demonetisation. But, the beta value was
increased 4 times after the demonetisation. When it comes to hero motocorp, we can say that Hero Motocorp
stocks don’t faced the effect of demonetisation. We can also say that Bharathi Airtel stocks faced the effect of
demonetisation during that period. When it comes to its beta, it increased to 5 times. When it comes to the
market returns there is no impact on the market returns but risk factor increased to some extent.

CONCLUSION
Finally, we can conclude that all the stocks faced demonetisation affect. The returns of some stocks are
decreased and very few showed constant returns. When it comes to the standard deviation all the stocks faced
higher risk but market index showed constant risk. Hence, we can conclude that there is an impact of
demonetisation on the stock market.
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