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ABSTRACT: 

Purpose: The present study is an exertion to study the performance comparison of the selected 

components of the national stock exchange of India viz. (CNX Nifty and CNX Nifty Junior) and 

their 9 selected sector indexes. Further, an attempt has been made to find out the short and long 

run equilibrium relationships as well as short run causality among these selected indexes.  

Research Design/Methodology: In the present study secondary data has been employed 

consisting of daily closing prices of the selected indexes ranging over a sphere of 11 years 3 month 

from 01/02/2006 until 04/28/2017.   

Statistical Tools Adopted: ADF, descriptive statistics, Robust Regression, Johansen Co-

integration, and Granger Causality test. 

Findings: the empirical results confirm the presence of long run relationship among the selected 

indexes. The impact of all the selected sector indexes on the two major indexes is found 

significant. Both unidirectional and bidirectional causality exists among the selected indexes and 

CNX PHARMA and CNX Junior are the key indexes which granger cause and are caused by other 

indexes.  
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Originality/Value: The main distinction of this paper from the previous literature is the use of 

robust techniques to provide evidence on the Indian domestic stock market.  This research is an 

authentic piece of work by the authors which is specifically been undertaken to present evocative 

outcomes to aid investors in decision making, tracking the indexes, and predicting the market in 

the existing essence of uncertainties which are appended with the markets.  

Keywords: Exertion, Equilibrium, Employed, Distinction, Appended. 

BACKGROUND OF THE STUDY: 

 In the last two decades the National Stock Exchange of India since its commencement in 

1992, has been the cutting edge of change in the Indian securities market. This period has seen 

astonishing changes in markets, from raising and trading of capital, to how dealings are cleared 

and settled. The National Stock Exchange of India has many records and firsts to its name and is 

the largest stock exchange of the country. It has a market share of nearly 70% in equity trading in 

India. Also on the global scenario it holds positioning among the top ten exchanges in terms of 

different dynamics. As a result, over the changing circumstances numerous indexes has been add 

up in line subsequent to its initial launched benchmark indexes viz. CNX Nifty and CNX Nifty 

Junior in 1996 to cater the needs of different investors.       

Stock market indexes are receptacles which are shaped with intent to clasp and blend 

several indices, stocks or other investment vehicles on the basis of pre defined decisive factors 

from specified sectors or segments of the market together into them to represent an entire market 

and give information about the price movements of products in the financial market, industry, 

sector, asset class, or any other markets. Stock market indexes are meant to capture and signify the 

overall behavior of equity markets. An index’s trading figures is a single numeral value that when 

referred to a starting value describes how the index has performed over the time while the 

proportions of individual securities in sector indices or sector proportions in indexes are their 

respective weightings.  

Presently the backdrop of swift developments and transformed approach of functioning 

around the globe so as in the Indian markets have come a long way and contributed significantly in 

the growth of the Indian economy and of the investors as well. But these changes and the recent 
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hard times faced by Indian economy due to the worldwide declivity in the markets up to much 

extent has increased the intensity of uncertainties. Due to which judgment in choosing the stocks 

for any person becomes complex to get the most out of his investments. Therefore, it becomes 

vital in choosing stocks that it should be practical & precise and the investors before investing 

should explore specific factors which could have substantially distress their returns.   

Hence, in this background the central theme for this article is to investigate selected 

perspectives or factors related with the National Stock Exchange of India, whether they can aid the 

investors in their decision making. The Graph 1.1 and 1.2 below shows the movement of selected 

sector indexes along with CNX Nifty and CNX Nifty Junior respectively.  

Graph 1.1 

 

Graph 1.2 
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LITERATURE REVIEW: 

In the past several studies exists which have tested the relationship among the sector 

indexes and with that of major indexes of NSE. A brief review of these studies is as 

follow-  

Rajamohan and Muthukamu (2014) tested the relationship among Bank Nifty Index and 10 

other sector indices of NSE. Daily closing prices were collected over the period Jan 2008 to Dec 

2013. The findings revealed positive correlation between banking stock index and most of the 

other sector stock indices in both bull and bear market movements. 

Anbukarsi and Nithya (2014) attempted to identify volatility among Nifty and its selected sector 

indices. For this purpose daily data was collected over the period January 2013 to June 2014. The 

study revealed that significant correlation exists between the sample variables except CNX Metal, 

PHARMA, PSU BANK and Reality indexes. Further, CNX PHARMA and PSU bank indexes 

were found to be more impacting CNX Nifty in comparison of other indexes.    

M Nagendra, M Haritha & V. Ravi (2014) tested correlations between CNX Nifty and 7 

selected Sector Indices by applying correlation technique on the monthly closing prices collected 
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over the period 2006 to 2010. The results demonstrated that the Nifty index influence the 

performance of sector indices but the FMCG and PHARMA indexes were found to be the least 

influential among the selected sector indexes.   

Shanmugasundram and Benedict (2013) examined the risk factors among CNX Nifty and its 5 

selected sector indices. The data was collected consisting of daily closing prices over the period 

Jan 2004 to April 2012. Two sample T-Test and One – way ANOVA techniques were used for the 

entailed purpose. The results suggested that no significant differences exist across the selected 

sector indices in terms of risk factors. But within the groups there were significant differences of 

risk in terms of various time intervals. 

Kant (2015) endeavored to study the relationship between stock return and trading volume of 20 

selected companies listed on NSE. For this purpose monthly data was collected over the period 

January 2002 to December 2010. The findings of the study exposed that trading volume and stock 

return does not granger cause each other. This means that there was randomness in the behavior of 

stock return and trading volume.    

Guha, Dutta, and Bandyopadhyay (2016) tried to discover the sensitivity of selected sector 

indices of NSE with respect to Nifty 50 as well as to find out the risk and return association among 

them. For this purpose the data was collected from 2004 to 2016. The results suggested that CNX 

Reality, Metal and IT indexes has a high sensitivity with Nifty 50 while CNX FMCG, PHARMA, 

and Auto have shown least sensitivity with respect to Nifty. Further, in terms of returns and risk 

FMCG, PHARMA, and Auto indexes were found top performers. 

Sen and Chaudhuri (2016) studied the relationship of CNX IT and CNX CG indexes with DJIA 

index, Nifty and Dollar to Rupee exchange rate. The sample for the study was collected over the 

period January 2009 to April 2016. The study concluded that the CNX IT index has a strong 

association with DJIA index and Dollar to Rupee exchange rate while the CNX CG index has a 

strong association with CNX Nifty Index.  

Prasad (2016) tested the correlation among Nifty and its top four companies by market 

capitalization. The data was collected over the period January 2012 to September 2016 consisting 
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of daily closing prices. The Study found strong correlation between Nifty and HDFC Bank, TCS 

and Reliance whereas, ITC was found moderate positively correlated with Nifty. 

Chandran (2016) examined the relationship between CNX Bank Index with CNX Nifty using 

daily closing prices over the period April 2015 to March 2016. The study found significant 

positive correlation among the selected indexes.   

Naveen and Mallikarjunappa (2016) tested the relationship of bank index with Nifty 50 as well 

as tried to find out the risk and return pattern of bank index. The results suggested that within the 

bank index there is a mix of stocks which tends to move with the market performance and with 

that of the company performace. 

Maji, Sen and Sarkar (2017) investigated the correlation among selected sector indices of NSE 

by using lagged time manner. The study found that on short run price movement of any selected 

index can be predicted by using the price movement of any other selected indexes.  

 

RESEARCH OBJECTIVES: 

 To study the performance comparison of the selected Indexes (CNX Nifty and CNX Nifty 

Junior) and it’s selected sector indices. 

 To find out the long run equilibrium relationships among the selected Indexes as well as to 

examine the impact of sector indexes on CNX Nifty and CNX Nifty Junior respectively. 

 To discover the short run causalities among the selected indexes. 

HYPOTHESES:  

H0: there is no significant difference between the performances of the selected indexes. 

H0: There are no significant long and short run relationships between the selected indexes. 

H0: There are no short run causalities among the selected variables. 

RESEARCH DESIGN: 

Sources of Data: 
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In this study secondary data has been used to test the entailed purposes which have been collected 

from the official NSE website.  

Sample: 

The study specifically focuses on the National Stock Exchange of India. Therefore, within this 

context on the wide set out its two key broad market indexes viz. CNX Nifty and CNX Nifty 

Junior are selected. The inclinations towards these indices are for the reason being that jointly both 

these indices constitutes the 100 most liquid stocks in India and represents approximately 80% of 

the free float market capitalization of the stocks listed on NSE. Similarly, on the sector horizon 

total 9 indices which are: Finance, IT, Energy, Automobile, Consumer goods, PHARMA,  PSU 

Bank, Metal, and Media are preferred on the basis of major weightings they comprise in the above 

two indexes.   

Period of Study: 

In the present study a horizon of 11 years 3 month from 01/02/2006 until 04/28/2017 (consisting 

of daily closing prices of the above selected indexes) has been adopted for the testing rationale.  

Estimation Methodology: 

In the framework of time series the application of co-integration test utilises level I(1) attribute to 

examine the long run relationships among variables (Bollerslev, 1991), (Lee, 2001). But regression 

or other analysis performed on most of the financial and macroeconomic variables at level can put 

across spurious results due to this inherit unit root problem (Engle and Granger, 1987). Thus, 

carrying out unit root test becomes prerequisite before moving forward towards empirical analysis: 

A. Unit Root Test: 

The Augmented Dickey Fuller unit root test is the most popular and widely used procedure for 

stationary testing of variables. This test is preferred over other existing techniques due to having 

certain unique advantages. The variations of this test are developed over the time based on 

assumptions and nature of series but this study involves the follows ADF equation-        

 𝑰 − 𝑿 𝒀𝒕 = 𝜶𝟎 +β𝒀𝒕−𝟏 +  𝒚𝒊
𝒏
𝒊=𝟏  𝑰 − 𝑿 𝒀𝒕−𝟏 + 𝜺𝒖. . . . . . . . . . . . . . . . . .(1) 
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Where the parameters: 

T = denotes the time period 

Yt = denotes the variable series  

X = Lag operator 

(I-X)Yt = Yt-Yt-1 

P =denotes the lags in the dependent variable 

εu =stochastic error term 

 

The underlying hypothesis in testing the unit root follows as: 

H0: β=0; (Yt has a unit root) 

H1: β<0; (Yt is stationary) 

The null hypothesis is rejected if the p value of β is less than the critical value. The optimum lag 

length ensures that the residuals do not violate the serial correlation assumption and imitate a 

white noise process. 

B. Co-integration: 

After the unit root testing of the variables for the homogeneity next step comes to seek co-

integration. The technique developed on the maximum likelihood method (Johansen and Juselius, 

1990) on the number of cointegrating vectors which also involves testing for the linear restrictions 

on the cointegrating parameters under the VAR environment can be represented as: 

                        𝝀𝒕𝒓𝒂𝒄𝒆 𝒓 = −𝑻 𝑰𝒏(𝟏 − �̂�𝐣
𝒑
𝒋=𝒓+𝟏 );. . . . . . . . . . . . . . . . . . . . . . . . . . . . (2) 

                         𝝀𝒎𝒂𝒙 𝒓, 𝒓 + 𝟏 = −𝑻 𝑰𝒏(𝟏 − 𝝀 𝒓+𝟏). . . . . . . . . . . . . . . . . . . . . . . . . . (3) 

Where the parameters: 

λj = denotes the Eigen Values 

T = total no. Of observations 

The two testing methods (Trace Statistics and Maximum Eigen Value Statistics) proposed are used 

to spot the number of cointegrating vectors. Under the trace statistics the H0 is tested for the 

distinct relationships ≤ ′𝑟 ′ against the H1 of  > ′𝑟 ′ cointegrating relationships whereas, the Max 

Eigen Statistics tests H0 for at most ′ 𝑟 ′ cointegrating vectors against the H1 for ′ 𝑟 + 1 ′ 

cointegrating vectors. Under both the tests the statistics generated have non standard distribution 

with approximation to the Monte Carlo methods (Johansen, 1988), (Iqbal et. al. 2011)   

C. Granger Causality: 
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Finally, granger causality test (Engle and Granger, 1987) is used to gain more insight about the 

linkages among the selected variables. Granger causality test prove to be handy after the co-

integration test in analysing short run dynamics and provide indication of mutual short term 

impacts (Perera & Wickramanayake, 2012). Accordingly, the causality test advises whether a 

particular stock price series is useful in forecasting another or in other words, the knowledge of 

past security price movements improve forecasts of current and future movements in the other 

security prices and vice versa (Brooks, 2008). 

The granger causality test follow the below equations for X and Y series:  

𝑌𝑡= 𝑎𝑗
𝑛
𝑗=1 𝑋𝑡−𝑗 +  𝛽𝑖

𝑛
𝑖=1 𝑌𝑡−𝑖 + 𝑢1𝑡 . . . . . . . . . . . . . . . . . . . . (4) 

𝑋𝑡 =   𝜆𝑗
𝑛
𝑗=1 𝑋𝑡−𝑗 +  𝛿𝑖

𝑛
𝑖=1 𝑌𝑡−𝑖 + 𝑢2𝑡 . . . . . . . . . . . . . . . . . . . . . (5) 

Where the parameters: 

Yt , Xt = denotes the variable series  

X = Lag operator 

u1t, u2t =stochastic error term 

 

The underlying hypothesis in testing the causality follows as: 

 

H0: α1=0 is rejected against H1 (if X~Y) 

H0*: 𝛿1=0 is rejected against H1* (if Y~X)  

RESULTS AND INTERPRETATION: 

Following are the results obtained from the analysis: 

Unit Root Test: 

       The below graph 1.3 delineates the properties of the time series of stock prices. The graph 

demonstrates the movement of indexes over the period which signifies that all the series has a 

trend and seems to be non stationary in nature. 

Graph – 1.1 
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Table 1.1 reports the results of panel unit root test. The table discloses the level and first difference 

data statistics in terms of common and individual unit root processes at 1% or 5% levels of 

significance. As the table shows that in case of common unit root process of all the selected 

sample series the p value is more than 5% level of significance. Hence, we cannot reject the null 

hypothesis i.e. series has a unit root. Further, in case of individual unit root process for all the 

sample series the three test statistics confirmed the presence of unit root as the p values in all the 

three tests is greater than 5% level of significance. But after first differencing the series became 

stationary as the p values in both the cases is less than 5% or 1% level of significance. Therefore 

we can reject the null hypothesis and the series has become stationary. 

Table – 1.1 
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Group unit root test: Summary 

Variables: Australia, Brazil, China, Germany, India, Italy, Japan, Malaysia, Mexico, Norway, 

Russia, Singapore, South Korea, USA.   

Method Level  

t-Statistic 

Prob.** First 

Difference  

t-Statistic 

Prob.** 

Null: Unit root (assumes common unit root process)   

Levin, Lin & Chu t* 0.93935 0.8262 -231.102  0.0000 

Null: Unit root (assumes individual unit root process)   

Im, Pesaran and Shin W-stat  1.44211  0.9254 -219.727  0.0000 

ADF - Fisher Chi-square  22.8063  0.7427  444.036  0.0000 

PP - Fisher Chi-square  21.4010  0.8082  257.890  0.0000 

 

** Probabilities for Fisher tests are computed using an asymptotic Chi -square 

distribution. All other tests assume asymptotic normality. 

 

       

       

 

 

 

 

 

 

The graph 1.4 shows the movement of the selected sample indexes after converting the series into 

stationary. The graph confirms that all the series has become stationary as the movement for all the 

indexes is mean reverting in nature. 
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Graph – 1.4 

 

 

Descriptive Statistics:  

The table 1.2 shows the different descriptive statistics of indexes like mean, median, kurtosis, 

skewness etc. The average daily returns shows that among the two major indexes viz. Nifty and 

Nifty Junior, later provides higher daily returns then nifty and from the other sector indexes the 

highest avg. daily returns are generated by auto, FMCG, finance, bank and so on. Further, the 

other statistic shows the maximum and minimum levels of the indexes. Standard deviation reveals 

the deviation of indexes from the mean. The Skewess, Kurtosis and Jarque Bera are showing the 

nature of distribution of the selected indexes.   

Table – 1.2 
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Nifty 

 

Junio

r 

 

Auto 

 

Bank 

 

Energ

y 

 

Financ

e 

 

FMCG 

 

IT 

 

Medi

a 

 

Metal 

 

Pharm

a 

Mean 0.0423 0.0554 0.063 0.056 0.033 0.059 0.060 0.033 0.041 0.032 0.054 

Median 0.0759 0.1628 0.107 0.072 0.063 0.074 0.100 0.034 0.073 0.042 0.096 

Max. 16.334 13.825 14.00 17.23 15.44 17.80 8.303 11.72 12.56 27.45 11.15 

Min. -13.01 -13.13 -10.31  -13.4 -14.5 -12.6 -8.51 -12.49 -11.23 -13.44    -8.633 

Std.Dev. 1.5007 1.6534 1.494 1.967 1.624 1.911 1.329 1.687 1.759 2.298 1.255 

Skew. -0.024 -0.541 -0.181 0.083 -0.28 0.081 -0.246 -0.115 -0.197 0.387 -0.468 

Kurtosis 12.732 10.295 8.598 7.923 11.61 8.792 6.576 8.126 7.716 13.84 9.419 

JB Stat. 11074 6359.6 3680 2837 8710 3926 1524 3079 2619 13827 4921 

Prob. 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 

Johansen Co integration Test:  

The table 1.3 shows the results of the johansen’s co-integration test at lag 1. The table consist two 

test results such as Trace test and Max-Eigen test. The trace test indicate that there are 2 long run 

co-integrating equations in the selected indexes as the t-statistics is greater than the 5% critical 

level at r <=1. But the Maximum Eigen value test indicate 3 co-integrating equations among the 

selected indexes as the t-statistic is greater than 5% critical level at r <= 2. Thus, both the tests 

have confirmed that long run co-integration exists among the selected indexes. 

Table 1.3 

Lags=1         Trace Test , with linear trend      Maximal Eigen value Test, with linear trend 

Hypothesized 

No. of CE(s) 

Trace Statistic 0.05 Critical 

value 

Hypothesized 

No. of CE(s) 

Max-Eigen 

Statistic 

0.05 Critical 

value 

r <= 10 | 0.10 3.84 r <= 10 | 0.10 3.84 

r <= 9 | 4.40 15.49 r <= 9 | 4.30 14.26 

r <= 8 | 11.16 29.79 r <= 8 | 6.76 21.13 

r <= 7 | 23.61 47.85 r <= 7 | 12.45 27.58 

r <= 6 | 37.96 69.81 r <= 6 | 14.35 33.87 

r <= 5 | 57.87 95.75 r <= 5 | 19.90 40.07 
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r <= 4 | 91.45 125.61 r <= 4 | 33.57 46.23 

r <= 3 | 132.08 159.52 r <= 3 | 40.63 52.36 

      r <= 2 | 194.59 197.37   r <= 2 |* 62.50 58.43 

  r <= 1 |* 272.96 239.23   r <= 1 |* 78.36 64.50 

   r <= 0  |* 370.58 285.14   r <= 0 |* 97.62 70.53 

* denotes rejection of the null hypothesis at the 0.05 level 

 

Robust Regression: 

The Table 1.4 and 1.5 shows the result of robust regression to see the impact of selected sector 

indexes on CNX Nifty and CNX Nifty Junior respectively. Table 1.4 reveals that all the selected 

sector indexes are significantly impacting Nifty index at 5% critical level of significance except 

CNX Bank which is significant at 10% critical level. The value of R
2
 is 76% which signifies that 

76% variation in the Nifty index can be explained by these sector variables. 

While table 1.5 demonstrates that except CNX Auto and CNX FMCG index other seven indexes 

are significantly impacting CNX Nifty Junior index. This means that CNX Auto and FMCG 

indexes do not impact CNX Nifty Junior. The R
2
 of the model is 40% which implies that the 

selected sector indexes jointly explain only 40% variation in CNX Nifty Junior.   

 

 

Table – 1.4 

Dependent Variable: NIFTY  
                                                                       Method: Robust Least Squares 
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Variable Coefficient Std. Error z-Statistic Prob. 

     

     

AUTO 0.110888 0.004275 25.93706 0.0000* 

BANK -0.016494           0.009263          -1.780620                  0.0750** 

ENERGY 0.227636 0.004125 55.18697 0.0000* 

FINANCE 0.312798 0.010330 30.27913 0.0000* 

FMCG 0.127981 0.003835 33.36747 0.0000* 

IT 0.163791 0.002863 57.20178 0.0000* 

MEDIA 0.007381 0.002749 2.685146 0.0072* 

METAL 0.079564 0.002734 29.10659 0.0000* 

PHARMA 0.008292 0.003456 2.399056 0.0164* 

C -0.005254 0.003801 -1.382119 0.1669 

 

      Robust Statistics 

R-squared                                             0.766342        Adjusted R-squared                                                                 0.765590 

Rw-squared                                          0.983251       Adjust Rw-squared                                                                   0.983251 

Akaike info criterion                           3329.197        Schwarz criterion                                                                     3391.656 
Deviance                                              108.4957                   Scale                                                                             0.180986 
Rn-squared statistic                             150712.2        Prob (Rn-squared stat.)                                                            0.000000 

*,** Denotes Rejection of Null Hypothesis at 5% and 10% critical level.  

Table – 1.5 

Dependent Variable: NIFTY JUNIOR 

Method: Robust Least Squares 

 
Variable Coefficient Std. Error z-Statistic Prob. 

     

     

AUTO 0.027521 0.019378 1.420221 0.1555 

BANK 0.098497 0.041985 2.345998 0.0190* 

ENERGY 0.044729 0.018696 2.392439 0.0167* 

FINANCE 0.155935 0.046824 3.330268 0.0009* 

FMCG 0.000425 0.017385 0.024426 0.9805* 

IT 0.021709 0.012979 1.672694 0.0944** 

MEDIA 0.180418 0.012459 14.48040 0.0000* 
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METAL 0.106396 0.012390 8.587382 0.0000* 

PHARMA 0.404296 0.015667 25.80596 0.0000* 

C 0.021957 0.017229 1.274387 0.2025 
 

 Robust Statistics 

R-squared                                     0.408621      Adjusted R-squared                              0.406717 

Rw-squared                                  0.718497     Adjust Rw-squared                               0.718497 

Akaike info criterion                3070.927  Schwarz criterion                                3133.035 

Deviance                                        2054.383               Scale                                        0.820223 

Rn-squared statistic                     5925.392      Prob.(Rn-squared stat.)                        0.000000 

 

Pair wise Granger Causality Test: 

Table 1.6 highlights the results of pair wise Granger Causality Test. The results shows that both 

unidirectional and bidirectional causality exist between the selected indexes except CNX FMCG 

from which only unidirectional causality is flowing to other indexes. Further, the table also reflects 

that the CNX PHARMA and CNX Junior are the key indexes which granger cause and are caused 

by other indexes.  
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Table 1.

Variable Auto Bank Energy Finance FMCG IT Media Metal Pharma Nifty Junior Conclusion 

Auto - 0.3125 0.2311 0.3544 0.0136* 0.0455* 0.000* 0.1931 0.000** 0.5491 0.000* Both 

Bank 0.0001* - 0.0013** 0.0366* 0.0142** 0.0056* 0.000* 0.0063** 0.000** 0.000** 0.000** Both 

Energy 0.9590 0.0484 - 0.1015 0.6789 0.0001* 0.0010* 0.1128 0.000** 0.2584 0.000* Both 

Finance 0.000* 0.3591 0.0012* - 0.0088** 0.0051* 0.000* 0.0011** 0.000** 0.0005 0.000** Both 

FMCG 0.6003 0.0206 0.0343* 0.0150 - 0.0012* 0.2441 0.2400 0.000* 0.0044* 0.000* Unidirectional 

IT 0.9385 0.4791 0.8974 0.9392 0.7607 - 0.0224** 0.2795 0.000** 0.8906 0.000** Bidirectional 

Media 0.8409 0.1635 0.6624 0.1728 0.5070 0.0003 - 0.7918 0.000* 0.1247 0.000** Both 

Metal 0.5657 0.0150 0.0957* 0.0222 0.5074 0.0002* 0.000* - 0.000** 0.4763 0.000* Both 

Pharma 0.0171 0.0055 0.0017 0.0027 0.3708 0.0000 0.7717 0.0218 - 0.0004** 0.0384** Bidirectional 

Nifty 0.086* 0.029** 0.1153 0.0564** 0.2437 0.000* 0.000* 0.0152* 0.000 - 0.0000 Both 

Junior 0.8158 0.0005 0.5244 0.0010 0.1468 0.000 0.0019 0.4844 0.000 0.0268** - Bidirectional 

*, ** Denotes Unidirectional and Bidirectional Causality 
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Conclusion: 

The main objectives of this study are to find out the long run equilibrium impact among the selected 

indexes. Further, to discover the impact of sector indexes on CNX nifty and CNX Nifty Junior and to 

detect the presence and flow of causality among the selected indexes.  Consequently, it can be 

conclude that on the long run co-integration exist among the selected indexes.  

In case of impact of selected sector indexes on the two major indexes i.e. Nifty and Nifty Junior the 

robust regression estimate indicates that in the nifty model all the selected sector indexes significantly 

affect the Nifty index and explain 76% variations in Nifty. But in case of Junior model, except Auto 

and FMCG index other seven indexes are significantly impacting the CNX junior index and jointly 

explain 40% variation in the junior index.  

Further the results of Granger Causality Test indicate the Presence of both unidirectional and 

bidirectional causality among the selected indexes except CNX FMCG from which only 

unidirectional causality is flowing to other indexes. Further, the table also reflects that the CNX 

PHARMA and CNX Junior are the key indexes which granger cause and are caused by other 

indexes.  
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