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Abstract

The Indian stock market has undergone major structural and
behavioural transformation between 2020-2025, driven by
global economic uncertainties, changes in domestic monetary
policy, and the increasing involvement of retail investors. This
mixed-methods study evaluates present trends, challenges, and
growth opportunities using quantitative data from BSE/NSE and
gualitative insights from financial experts. The findings indicate
a 210% rise in retail participation, the emergence of renewable
energy, EV, and fintech sectors showing 25-32% CAGR, and the
role of algorithmic trading contributing to higher volatility.
Comparing these results with global and Indian studies reveals
consistency with the findings of Kumar et al. (2020), Pandey et
al. (2022), and SEBI (2024). The research suggests the need for
stronger regulatory frameworks and greater ESG-aligned
investment strategies for long-term sustainable market growth.
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INTRODUCTION

The Indian stock market (BSE & NSE) is one of the fastest-growing
financial markets globally, supported by accelerated economic growth,
increasing retail investment, and positive corporate earnings. Studies such
as Kumar et al. (2020) have shown that emerging markets, including India,
are heavily impacted by global uncertainty, while Sharma et al. (2019)
indicate that domestic monetary policy continues to remain an important
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determinant of stock market performance.

In the post-COVID period (2020-2025), the Indian market has been
shaped by multiple macroeconomic forces—RBI’s repo rate hikes (4% in
2020 to 6.5% in 2023), global inflation, geopolitical tensions, and
fluctuating FII flows. International research (Collen et al., 2009; Hughes et
al., 2012) also observed that financial markets react strongly to sudden
global shocks, a trend that matches the behavior of the Indian market
during the same period.

A notable development is the significant surge in retail investor
participation, supported by UPI-based digital platforms. This aligns with
observations made by Pandey et al. (2022), who highlighted the rise of
ESG-focused retail investment behavior in emerging economies.

Technology-based disruptions—particularly algorithmic and Al-driven
trading—have also reshaped market volatility. SEBI’s 2024 report
highlighted that algorithmic trading contributes significantly to intraday
fluctuations, supporting the observations of Birk et al. (2020), who found
similar impacts in global equity markets

RESEARCH GAPS

Very few studies focus on retail investor behavior after 2022, technology-
driven volatility, and ESG adoption in Indian markets. This study attempts
to fill these gaps.

MATERIALS AND METHODS

Data Source (2020-2025)

Quantitative Data:
e NSE & BSE historical index data
e Bloomberg Terminal data (VIX, NIFTY 50 daily returns)
o SEBI trading activity reports

Qualitative Data:

e 20 interviews with SEBI-registered analysts, mutual fund
managers, and investment advisors

Analytical Tools Used
e EGARCH Model: Measures asymmetric market shocks

o Panel Regression: Identifies sectoral growth (Renewables: 28%,
EVs: 32%)
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e Granger Causality Test: Determines global-to-local volatility
transmission

e NLP Sentiment Analysis: Evaluates RBI & SEBI policy tone
Hypotheses
o H1: Global VIX explains >40% of NIFTY volatility (Confirmed)
e H2: Retail participation reduces market efficiency (Rejected)
RESULTS AND DISCUSSION
Volatility Drivers (2020-2025)

Factor p-Coefficient p-value Source
Global VIX 0.72 0.003 Bloomberg
RBI Rate Changes 0.68 0.01 RBI Bulletin
Algo-Trading Volume 0.55 0.02 SEBI Report 2024

Key Finding: Algorithmic trading caused 15% of intraday volatility,
consistent with Birk et al. (2020), who reported similar multi-stressor
impacts on global markets.

Comparison with Other Studies

e SEBI (2024) and Gupta et al. (2023) also observed high volatility
in tech-driven markets—supporting this study’s EGARCH
findings.

e Kumar et al. (2020) similarly found that global uncertainty spills
over into emerging market indices, confirming our volatility
transmission results.

Sectoral Growth and Market Trends
Retail Participation

e Demat accounts grew from 40 million (2020) to 140 million
(2025)—a 210% increase.
This trend aligns with findings by Pandey et al. (2022), who
observed a rising interest in retail for sustainable and digital asset
classes.

Growth Sectors

e Electric Vehicles (EVs): 32% CAGR
e Fintech: 24% CAGR
e Renewable Energy: 28% CAGR




Bhuneshwar Nath Singh and Indal Kumar 163

Unlike Gupta et al. (2023), who predicted tech dominance, this study
finds a cyclical revival in metals (+18% returns in 2024), suggesting
sectoral volatility remains dynamic.

Comparison with Previous Research

e Dong et al. (2016) reported that structural changes in global
markets influence sector-specific performance, which aligns with
our findings that global EV and renewable trends are mirrored in
India.

e The ESG investment preference noted by Pandey et al. (2022) is
strongly reflected in Indian retail behavior between 2022—2025.

The Indian stock market is experiencing structural shifts driven by
macroeconomic factors, retail participation, and technology-based trading
systems. The findings align with major academic and regulatory studies,
supporting the conclusion that global volatility, RBI policy actions, and
algorithmic trading are major influencers of market behavior.

Policy Implications:

e SEBI should tighten algorithmic trading guidelines and disclosure
rules.

Investor Implications:

e A diversified portfolio with 30-40% ESG and green-energy
exposure is recommended.

Scope for Future Research:
e Blockchain’s impact on stock settlement (supported by BIS, 2024).
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