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Abstract

The present study attempts to examine the scheduled macroeconomic an-
nouncement effects on the India VIX using OLS regression model and the
EGARCH model. The empirical results show that the information content of
macroeconomic news on report day and day after does not have significant
influences on India VIX, except MCIR. Besides, the findings reveal no signifi-
cant response of India VIX during one day before the scheduled news an-
nouncements. This is due to the fact that India VIX market is more uncertain
before the declaration of the results of MCIR convention of RBI, Export, Im-
port, Fiscal Deficit, GDP, IIP and Inflation (CPI/WPI). The study shows that
investors do not need to consider the scheduled macroeconomic announce-
ment except MCIR meeting day and one day after in the valuation of options

pricing or financial planning.
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1. Introduction

The impact of information releases on stock prices has been well documented in
the financial economic literature rather than the impact on option prices. One of
the main challenges in options pricing is to understand the information contents
that determine the volatility of asset prices. The renowned Black-Scholes-Merton
option pricing model stated that call and put options pricing was reliant on the
price of the underlying, strike price, risk free rate of interest, time to expiry and
volatility. The market traders are conscious about these factors, except future
volatility, at the time of shorting an option. The future volatility is unknown and

subject to personal anxiety or fear of the option seller. This volatility is known as
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implied volatility and it replicates the sentiment of the option seller. If the option
seller believes that the future volatility is high, higher premium is demanded for
shorting an option, which makes option prices higher, and vice versa. Low value
of Volatility Index (VIX) indicates stability in the market while high value indi-
cated strain, fear and concern. The VIX measures the implied volatility in the
market using the price levels of the index options. It is necessary in successful
options trading to appraise the fair level of implied volatilities Ze evaluate
whether options are traded at too low or too high costs.

As the option prices replicate investors’ sentiments and future cash flows, op-
tion implied volatility can include wider information set which incorporates
scheduled macroeconomic news announcements, scheduled earnings announce-
ments, etc. However, the market participants are conscious that some informa-
tion will be provided to the market on a precise date but the content of the re-
lease is anonymous. Due to the ambiguity linked to the informational content of
the announcement, investors anticipate a higher volatility on the releasing or
reporting day. Accordingly, it should be observed that the implied volatility
gradually rise during the announcement period, reach high on before the day
news disseminates, and comeback to its normal level afterwards [1]. Academics,
market participants and market analysts are of great interest in the behaviour of
implied volatility as it provides a superior forecast of future volatility. This is due
to the fact that when the new information disseminates in the market, under the
market efficiency hypothesis, it will reflect in the underlying stock prices and
thus VIX is the expectation of market participants for the future volatility. Be-
sides, the information content of macroeconomic indicators holds great deal of
interest since investors are aware of the important scheduled news and consider
this news in their potential investment and portfolio risk management. A clearer
conception about the announcements on the macroeconomic indicators that in-
fluence the slope is important for budding new option pricing models and de-
vising appropriate hedging and investment strategies. Option traders and finan-
cial analysts closely monitor the behaviour of implied volatility index as they be-
lieve that it carries important information regarding the economic structure and
the risk aversion of the participants in the market. In this study, the attempt has
been made to investigate the behavior of India VIX during, before and after the

scheduled macroeconomic news release.

2. Literature Review

The earlier studies such as Ederington and Lee [2] [3], Thorbecke [4], Bomfim
[5] and Kearney and Lombra [6] had shown that asset prices volatility and im-
plied volatility increases significantly prior to the macroeconomic announce-
ment and goes normal on the day of news release. Graham et al [7], Nikkinen
and Sahlstrom [1], Nikkinen et al [8] and Chen and Clements [9] studied the
impact of macroeconomic announcements on stock return and implied volatility
index and found that these markets respond significantly to the scheduled news

and also revealed that VIX increases prior to the scheduled announcement and
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remain more stable on the day of announcement. Gospodinov and Jamali [10]
analysed the impact of Federal Open Market Committee (FOMC) statement re-
leases on US VIX index and found that volatility index responds positively and
significantly on federal fund rate surprises. Also, the study results showed that
macroeconomic variables viz. industrial produce, employment rate, GDP growth
rate and Inflation significantly affects implied volatility index. Marshall et a/ [11]
concluded that implied volatility is significantly affected by macroeconomic
news release and also showed that scheduled announcements make the implied
volatility falls on the announcement day but no considerable change observed on
pre and post announcements. On the other hand, Aijo [12] explained that good
(bad) news caused implied volatility to fall (rise).

It is clearly seen that the empirical evidences on the subject is found to be
contradictory. To the best of knowledge, the Shaikh and Padhi [13] is the only
study attempted to investigate the response of Implied Volatility Index towards
the scheduled macroeconomic announcements in the Indian context. Using the
Ordinary Least Squares (OLS) and Generalised Autoregressive Conditional He-
teroscedasticity (GARCH) models, they found that IVIX rises significantly prior
to the scheduled announcement and remains more stable on the new releases.
However, the GARCH models used in their study assumes the symmetric beha-
viour of market reactions towards positive and negative news and therefore,
cannot capture the leverage effect. Meanwhile, in another study, Shaikh and
Padhi [14] investigated the asymmetric contemporaneous relationship be-
tween India VIX and NIFTY Index and they proved that the changes in In-
dia VIX occur bigger for the negative return shocks than the positive re-
turns shocks. In this situation, the application of GARCH-type models by
Shaikh and Padhi [13] are mis-specified and lead to biased estimates of volatili-
ties, as well as to inaccurate forecast intervals. To model the asymmetry in im-
plied volatility index and allow the possibility to measure the different impact on
the conditional variance of bad and good news, the Exponential Generalised
Autoregressive Conditional Heteroscedasticity (EGARCH) model offered by
Nelson [15] and Engle ef al [16] was used in the present study to investigate the
behavior of India VIX during, before and after the scheduled macroeconomic
news release. Besides, the EGARCH model, unlike the linear GARCH models,
uses the natural logarithm of the conditional variance to relax the non-negativity
constraint of the model’s coefficients and to allow for the persistence of shocks

to the conditional variance.

3. Methodology

In order to investigate the behaviour of India VIX on scheduled macroeconomic
announcements, the present study employed OLS (Ordinary Least Squares) and
Exponential Generalized Autoregressive Conditional Heteroscedasticity (EGARCH)
models based on following specifications. The analysis was done with the help of
EVIEWS 9 econometric software package.

OLS Model 1:
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AIVIX, = a, + BEXPORT, + 8,FISCALDEFICIT,
+ B,GDP, + B,1IP, + S IMPORT, (1)
+ B,INFLATION, + B,MCIR, +

EGARCH Model 2:

Mean Equation:
AIVIX, = a, + S;EXPORT, + B,FISCALDEFICIT,
+ S,,GDP, + B, 1IP, + 5,,IMPORT, (2)
+ B3 INFLATION, + ,MCIR, + «,
Variance Equation:
l0g(n) =+ 34, |1 + 2.4y =+ Y i ®
og(h)=a+Y B |—=|+> 1 —=+> 5h._
T Jhe| = : Jh, = '
OLS Model 3:
AWVIX, = a, + B :EXPORT, , + SFISCALDEFICIT,

+ B,GDP,_; + B,lIP_; + B, IMPORT,_, (4)
+ BINFLATION, , + 3, MCIR, , +

EGARCH Model 4:

Mean Equation:
AWVIX, = a, + B,,EXPORT,_, + B,,FISCALDEFICIT,_,
+ 5,,GDP,_; + B, 1IP,_, + B, IMPORT, (5)
+ S, INFLATION, ; + B,,MCIR , + «
Variance Equation:
q U q U p
log(h)=a,+2 5 +2 4 +2 5h (6)
= h_; i Jhe =
OLS Model 5:
AWVIX, = ay + B,,EXPORT,, + B, ,FISCALDEFICIT, ,
+ P GDP 1 + Sy lIP; + B IMPORT, (7)

+ B INFLATION,,, + BMCIR, ; + %

EGARCH Model 6:

Mean Equation:
AWVIX, = ay + B, EXPORT,, + B, FISCALDEFICIT, ,
+ P GDP,; + ByplIP; + B33 IMPORT, (8)
+ B INFLATION,,, + B;::MCIR,,, + &
Variance Equation:
log(h) =+ 3.4, |+ 34—+ D aih ©)
og =a+ . + . +>'5h_
=i Jhei| = ! Jh; = '

OLS Model 7:
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AIVIX, = a, + B,,EXPORT, + 3,,FISCALDEFICIT,
+ BsGDP, + B, IIP, + B,;IMPORT, + 3, INFLATION,
+ B MCIR, + 8, EXPORT, , + /3, FISCALDEFICIT,
+ B,GDP,_, + B, lIP_, + B, IMPORT, , + B INFLATION, ,  (10)
+ B ,MCIR,_, + B,EXPORT, , + f,,FISCALDEFICIT, ,
+ PogGDP 1 + SeolIP, + S, IMPORT,

t+1

+ B, INFLATION,,, + B;;MCIR ; + «

EGARCH Model 8:
Mean Equation:
AWVIX, = o, + ,EXPORT, + S, ,FISCALDEFICIT,

+ S GDP, + S, 1P, + B IMPORT, + S, INFLATION,
+ foMCIR, + B, EXPORT,_, + 3,,FISCALDEFICIT,_,
+ f,GDP,_, + B, 1IP_; + B IMPORT,_, + B, INFLATION, ; (11)
+ B,MCIR, , + S,;EXPORT,,, + £, ,FISCALDEFICIT,,,
+ PgoGDP + Sy lIP; + B, IMPORT,
+ P INFLATION, ,, + 5,MCIR,; + &

Variance Equation:
U Uy

el q/lj Y sh (12)
N REEN Ao

where « is the error term, and A/VIX, represent changes in the India’s VIX.

|Og(ht):a+i:1ﬁj

ps explains the impact of scheduled macroeconomic announcements on VIX
and the macroeconomic variables associated with fBs are the dummy variables,
assumes one on the important announcements days otherwise it is zero. o,
captures the behaviour of India VIX during the non-announcement periods. ¢, ¢
— 1 and £+ 1 represents time period, viz. reporting day, one day before and one
day after the announcement of macroeconomic news, respectively. Based on the
study of Ederington and Lee [5], Nikkinen and Sahlstrom [13] and Chen and
Clements [3], we expect that during the non-announcements days, the VIX rises
hence intercept (a,) should be non-zero and positive, and also should be statis-
tically significant. On the scheduled macroeconomic news release day, the VIX
should go down, and goes its normal level, as it impounds the information dis-
closure. Hence, all the slope coefficients (fs) scheduled news of macroeconomic
indicators should be negative, and should be statistically significant. Before the
scheduled news announcements VIX rises significantly. Hence, all the slope
coefficients ( s ) scheduled news of macroeconomic indicators should be posi-
tive and statically significant. After the announcements of scheduled news, VIX
goes its normal level, Ze. it declines up to certain days. Hence, all the slope coef-
ficients ( Bs) scheduled news of macroeconomic indicators should be negative,
and should be statistically significant. Under the EGARCH Models, h repre-
shows the GARCH effect i.e. persistent Large
GARCH coefficient implies that higher persistence of volatility shocks. A cap-

sents the conditional variance; &,

tures the asymmetric effect which means that the higher volatility response to a
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large negative return caused by bad news than it is to a large positive return of
the same magnitude due to good news. The exponential nature of EGARCH
guarantees that the conditional variation is always positive even if the parameter
values are negative; thus there is no requisite for parameter restrictions to inflict
non-negativity.

The macroeconomic schedule announcements on Gross Domestic Product
(GDP), Index of Industrial Production (IIP), Fiscal Deficit, Export, Import, In-
flation (represented by CPI/WPI) and MCIR are considered for the study. As per
the IMF (International Monetary Fund) guidelines, every country has to main-
tain special data dissemination standard (SDDS), under this provision RBI dis-
seminates the data on Monetary and Credit Information Review (MCIR) which
mainly consists of information announcements on Reverse Repo Rate, Repur-
chase Rate and Cash Reserve Ratio. The sample period for the study is consi-
dered from 2™ March 2009 to 31% August 2016. The macroeconomic indicators
considered in the study are available based on their schedule, after the normal
market is open around 11.00 am (ISD). Accordingly, the content of the news en-
ter in the market on the day of actual announcement. The necessary information
on daily closing prices of the India VIX is taken from the web site of National
Stock Exchange of India (NSE) and the macroeconomic schedule announce-
ments on each indicator viz. Gross Domestic Product (GDP), Index of Industrial
Production (IIP), Fiscal Deficit, Export, Import, Inflation (represented by
CPI/WPI) and MCIR are collected from the Bloomberg database.

4. Empirical Results

Table 1 shows the descriptive statistics of IVIX for the sample period of 2™
March 2009 to 31% August 2016. The average IVIX for the sample period average
IVIX is found to be 21.36 points with an average negative return of 0.06 percent.
The highest VIX points observed for the period is 56.07 and lowest is 11.56. The
table results show that log-returns series of IVIX is positively skewed and lepto-
kurtic. The Jarque-Bera statistic rejects the null hypothesis, at one percent sig-
nificant level, that the return series is normal against the alternative hypothesis
that the return series is non-normal. The modified Dickey-Fuller test statistic
(known as the DF-GLS test) is statistically significant at one percent level, signi-
fies that the log-returns series is stationary. Moreover, the Kwiatkowski-Phillips-
Schmidt-Shin (KPSS) test statistic accepts the null hypothesis that the log-return
series is stationary. Besides, the Figure 1 shows the time-series plot of IVIX in-
dex, implying that there is no problem of trend in the time series of IVIX. To test
whether there is ARCH effect in the log-return series of IVIX during the study
period, the Engle [17] ARCH-LM test statistics was employed and it reveals sig-
nificant ARCH effect at one per cent level, hence the results warrant for the es-
timation of GARCH family models.

In order to examine the scheduled monetary and macroeconomic announce-
ment effects on the India VIX, the OLS model and EGARCH model were em-
ployed and the results are depicted in Table 2. Based on the proposition, devel-
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oped by the previous studies such as Ederington and Lee [3], Nikkinen and
Sahlstrom [1] and Chen and Clements [9], it is expected that during the
non-announcements days, the IVIX rises hence the intercept is expected to be
non-zero (positive) and should be statistically significant. On the scheduled ma-
croeconomic news release day, the IVIX should falls and reaches its normal level,
as it impounds the information disclosure. Hence, the slope coefficients of
EXPORT, FISCAL DEFICIT, GDP, IIP, IMPORT, INFLATION and MCIR ex-
pected to be negative and statistically significant. Before the scheduled news an-
nouncements, the IVIX rises significantly and thus, the slope coefficients of
EXPORT, FISCAL DEFICIT, GDP, IIP, IMPORT, INFLATION and MCIR ex-

pected to be positive and statically significant. After the announcements of

Table 1. Descriptive statistics of India’s VIX.

Statistics IVIX (level) Log-Returns of IVIX
Mean 21.36 -0.0006
Median 19.25 -0.002
Maximum 56.07 0.496
Minimum 11.56 -0.414
Std. Dev. 7.315 0.051
Skewness 1.690 0.428
Kurtosis 6.357 10.84
Jarque-Bera statistics 1759.5* (0.000) 4824.2* (0.000)
KPSS test statistics 2.469* 0.047
DEF-GLS test statistics -0.869 —4.890*
ARCH-LM statistics 12.27* (0.000)
Observations 1860 1860

Figures in the parenthesis ( ) indicates p-value. *denote the significance at one percent level.

IVIX

e |VIX

Figure 1. Time Series Plot of IVIX index.
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Table 2. Impact of Macroeconomic announcements on the implied volatility index (Dependent Variable: Log-Returns of IVIX).

Model Model 2: Model 3:  Model 4: Model 5: Model 6:
Independent 1:OLS EGARCH  Independent OLS  EGARCH  Independent OLS EGARCH
Variables Variables Variables
Estimate Estimate Estimate Estimate Estimate Estimate
0.0002 0.001 0.0009 0.0003 Constant 0.0007 0.0003
Constant Constant
(0.221) [1.110] (0.720) [0.252] (0.555) [0.263]
EXPORT report 0.018 0.011 EXPORT report 0.063 0.062 EXPORT report —-0.038 —-0.035
day (0.500) [0.173] one day before (1.714) [1.278] one day after (-1.062) [-1.043]
FISCAL FISCAL DEFICIT
FISCAL DEFICIT -0.003 0.0002 0.008 0.012 -0.009 —-0.008
DEFICIT report report one day
report day (~0.417) [0.033] (1.068) [1.912] (-1.133) [-1.114]
one day before after
-0.011 -0.009 GDP report one —-0.002 -0.005 GDP report one -0.013 0.004
GDP report day
(-1.095) [-1.023] day before (-0.212) [-0.591] day after (-1.271) [0.516]
—-0.004 —-0.005 IIP report one —-0.004 -0.002 IIP report one day 0.009 0.005
IIP report day
(-0.773) [-0.951] day before (-0.680) [-0.432] after (1.532) [0.893]
IMPORT report —-0.020 —-0.011 IMPORT report —-0.057 —-0.057 IMPORT report 0.033 0.031
day (-0.550) [-0.176] one day before (-1.570) [-1.165] one day after (0.907) [0.905]
INFLATION INFLATION
INFLATION 0.005 0.005 —0.0006 0.002 -0.005 —-0.004
report one day report one day
report day (0.857) [0.755] (-0.109) [0.367] (-0.801) [-0.839]
before after
-0.020* -0.017* MCIR report one 0.003 0.003 MCIR report one 0.019* 0.023*
MCIR report day
(-2.812) [-2.783] day before (0.508) [0.386] day after (2.739) [3.489]
0.967* 0.969* 0.964*
GARCH effect
[199.2] [214.08] [166.7]
0.115* 0.117* 0.115*
Leverage effect
[13.31] [13.76] [12.44]
ARCH-LM 0.876 0.737 0.716
Statistics {0.349} {0.390} {0.397}

*denote the significance at one percent level. Parentheses ( ), [ ] and {} indicates t-values, z-values and probability values, respectively.

scheduled news, VIX reaches its normal level, Ze. it diminishes up to certain
days. Hence, the slope coefficients of EXPORT, FISCAL DEFICIT, GDP, IIP,
IMPORT, INFLATION and MCIR expected to be negative and statistically
significant.

Model 1 and 2 studies the behavior of IVIX during the report day of the an-
nouncements using OLS and EGARCH model, respectively. It is under the as-
sumptions that investors consider the scheduled macroeconomic announce-
ments in their financial planning. It is observed that the intercept appears
non-zero but positive in the case of report day and statistically insignificant. This
shows that on the non-announcement day there is an uncertainty in the market
and the investor overreacts but it is does not impacted the IVIX. Besides, the
slope coefficients of EXPORT, FISCAL DEFICIT, GDP, IIP, IMPORT and
INFLATION on the report day are found to be insignificant. Only the slope of
the MCIR is found to be negative and statistically significant on the macroeco-

nomic announcements day in the case of Model 1 and 2. This implies that the
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IVIX falls on the report day with regards to the announcements on MCIR news,
suggesting the information content of MCIR have the greatest impact on the
valuation of financial assets.

Model 3 and 4 studies the behavior of IVIX during a day before the macroe-
conomic announcements. The intercepts in both the models are found to be
positive, but statistically insignificant during one day before the scheduled an-
nouncements. In addition, it is seen that there are no slope coefficients are found
to be statistically significant in the case of both models except MCIR information
contents. Model 5 and 6 shows the behavior of IVIX during a day after the ma-
croeconomic announcements. The intercept coefficients in both the model are
found to be positive and statistically insignificant during a day after the sche-
duled announcements. The slope of the MCIR announcements is found to be
positive and statistically significant in the case of both models, implying that the
IVIX rises after the scheduled announcements of MICR content. It is expected
that the IVIX should decrease after the scheduled announcements of macroeco-
nomic information. However, the scheduled macroeconomic news releases are
not found to be important in influencing the behavior of India VIX except
MCIR. Under the EGARCH estimations, the GARCH coefficients are found to
be statistically significant, suggesting that once a shock has occurred, volatility
tends to persist for long periods. Besides, the leverage coefficients in all the mod-
els are found to be positive and statistically significant signifying the leverage ef-
fect Le. positive shocks (good news) have a greater impact on conditional volatil-
ity of the India VIX than negative shocks (bad news) of equal magnitude. More-
over, the ARCH-LM tests statistics are found to be insignificant in all the esti-
mated EGARCH models and confirms the absence of any further ARCH effects.

Table 3 provides the empirical results of scheduled monetary and macroeco-
nomic announcement effects on the India VIX which are estimated with the in-
clusion all the variables during the report day, one day before and after sche-
duled announcements. From the Model 7 and 8, it is clearly seen that the, except
MCIR, the slope coefficients of EXPORT, FISCAL DEFICIT, GDP, IIP, IMPORT
and INFLATION on the report day are found to be insignificant. The MCIR re-
port day is found to be negative and statistically significant in the case of Model
7 and 8 and this confirms that the IVIX falls on the report day with regards to
the announcements on MCIR news. It is also seen that there are no slope coeffi-
cients of scheduled announcements one day before are found to be statistically
significant in the case of both OLS and EGARCH models. Moreover, the find-
ings reveal that the slope of the MCIR announcements is found to be positive
and statistically significant in the case of both models, implying that the IVIX
rises after the scheduled announcements of MICR content. Under the EGARCH
estimate, the GARCH effect is found to be statistically significant, suggesting
that once a shock has occurred, volatility tends to persist for long periods. Be-
sides, the leverage coefficient is positive and statistically significant indicating
that positive shocks (good news) have a greater impact on conditional volatility

of the India VIX than negative shocks (bad news) of equal magnitude. Moreover,
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Table 3. Results based on the report day, one day before and after scheduled announce-
ments (Dependent Variable: Log-Returns of IVIX).

Model 7 Model 8
Independent Variables
Estimate Estimate
—-0.0001 0.0004
Constant
(-0.104) [0.273]
0.018 0.020
EXPORT t d.
report ay (0.504) [0.321]
-0.004 -0.001
FISCAL DEFICIT report day
(-0.562) [~0.183]
-0.010 -0.008
GDP t d
report cay (~0.945) [~0.876]
TP report da -0.004 -0.005
portaay (~0.631) [~0.869]
-0.020 -0.020
IMPORT report day
(~0.547) [~0.309]
0.006 0.006
INFLATION report day
(1.006) (0.930]
MCIR report da ~.019% -0.017
portaay (-2.715) [~2.676]
0.066 0.067
EXPORT report one day before
(1.566) [1.139]
0.006 0.009
FISCAL DEFICIT report one day before
(0.759) [1.463]
—-0.002 -0.007
GDP report one day before
(-0.232) [-0.733]
—-0.005 -0.003
IIP report one day before
(~0.758) [-0.574]
-0.061 -0.060
IMPORT report one day before
(-1.453) [~1.034]
-0.001 0.002
INFLATION report one day before
(-0.237) [0.382]
0.003 0.002
MCIR report one day before
(0.468) [0.343]
—-0.005 -0.003
EXPORT report one day after
(-0.118) [~0.056]
—-0.008 -0.007
FISCAL DEFICIT report one day after
(-1.026) [-0.932]
GDP ¢ dav aft -0.013 0.003
report one day after
P Y (~1.345) [0.430]
0.008 0.004
IIP report one day after
(1.318) [0.687]
0.0004 -0.0001
IMPORT report one day after
(0.010) [-0.002]
—-0.002 -0.001
INFLATION report one day after
(-0.369) [-0.195]
0.019* 0.022*
MCIR report one day after
(2.599) (3.455]
0.967*
GARCH effect
[190.7]
0.118*
Leverage effect
[12.94]
L 0.826
ARCH-LM Statistics
{0.363}
*denote the significance at one percent level. Parentheses (), [ ] and {} indicates t-values, z-values and

probability values, respectively.
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the insignificant ARCH-LM test statistics confirms the absence of any further
ARCH effects in the residuals of EGARCH model.

5. Conclusions

The present study attempts to examine the scheduled monetary and macroeco-
nomic announcement effects on the India VIX using OLS regression model and
the EGARCH model. This study is based on the behavior of India’s VIX during
the series of scheduled macroeconomic news releases such as EXPORT, FISCAL
DEFICIT, GDP, IIP, IMPORT, INFLATION (CPI/WPI) and MCIR for the pe-
riod 2™ March 2009 to 31° August 2016. It is anticipated that the IVIX should
decrease on the day of scheduled announcements of macroeconomic informa-
tion and the day after information release. However, the empirical results show
that the information content of macroeconomic news on report day and day af-
ter does not have significant influences on India VIX, except MCIR. Besides, the
findings reveal no significant response of India VIX during one day before the
scheduled news announcements. This is due to the fact that India VIX market is
more uncertain before the declaration of the results of MCIR convention of RBI,
Export, Import, Fiscal Deficit, GDP, IIP and Inflation (CPI/WPI). Based on the
previous studies, it is postulated that before the announcement of macroeco-
nomic news, the implied volatility index increases significantly and on the day of
macroeconomic announcements, uncertainty about the news gets resolved and
VIX goes its customary level. Moreover, the efficient market hypothesis ex-
plained that if the market is efficient, it responds to the important macroeco-
nomic information releases. Accordingly, the investors should take into account
these news releases in their portfolio selection. However, the major findings of
the study suggests that investors need not to consider the scheduled macroeco-
nomic announcement except MCIR meeting day and one day after in the valua-
tion of options pricing or financial planning due to the inefficiency of the Indian
options market. These results are contradictory with the findings of Shaikh and
Padhi [13] in the Indian context.

The study can be extended in terms of response of India VIX for the economic
news of Europe, US and other emerging economies. The present study is based
on index level investigation, thus there is scope for concerning the behaviour of
India implied volatility to the firm-specific announcements. Further studies may
examine the response of predictive power of volatility index and examine the
co-movements of IVIX with other global volatility indices.
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