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ABSTRACT 

In the financial sector, the development of stock markets has been important. Due to the expansion of stock markets various researchers were compelled to analyze 

its relationship with the development of countries and economic processes. According to the studies stock market performance innovation has a positive correlation 

to its economic and financial growth. Taking this relationship into consideration various studies are being undertaken to recognize the parameters affecting the 

stock market development in various nations. Researchers from all around the world are trying to analyze the factors soda policies can be targeted and created by 

the government that might be helpful for the development of stock markets eventually helping the economic development of the nation. During the past 30 years 

emerging markets played an important role in the global stock market surge. Researchers recently have started working on the relationship between economic 

development and stock markets. An extensive analysis is in the process what is the negation between economic growth and the stock market but there is a lack of 

theoretical proof of the factors determining the development of the Stock Exchange. Considering the effect of stock markets on the growth of economic development 

currently, researchers have tried to study the determinants playing a positive role in stock market development. 

Keywords: Stock Market, Finance Market, Economy, Development 

INTRODUCTION 

BACKGROUND OF THE TOPIC: - 

1. Introduction to Stock Market Development: Provide an overview of what constitutes stock market development, including the role of stock 

exchanges, market capitalization, trading volumes, and the diversity of financial instruments traded. 

2. Significance of Economic Growth: Highlight the importance of economic growth for a nation's prosperity, including its impact on employment, 

income distribution, and overall standard of living. 

3. Theoretical Framework: Discuss the theoretical underpinnings of the relationship between stock market development and economic growth, drawing 

from relevant economic theories such as the financial intermediation theory and the efficient market hypothesis. 

4. Empirical Studies: Review existing empirical research on the correlation between stock market development and economic growth, citing notable 

studies that have explored this relationship in various national contexts. 

5. Macroeconomic Factors: Identify key macroeconomic factors that are commonly considered alongside stock market development and economic 

growth, including GDP growth, inflation rates, interest rates, exchange rates, and fiscal policy. 

6. Impact of the COVID-19 Pandemic: Discuss the unprecedented challenges posed by the COVID-19 pandemic on global economies, including the 

disruptions to financial markets, supply chains, and consumer demand. 

7. India's Economic Landscape: Provide an overview of India's economic structure, highlighting its status as a rapidly growing emerging market with 

a diverse economy spanning various sectors such as agriculture, manufacturing, and services. 

8. Before COVID-19: Examine the relationship between stock market development and economic growth in India before the onset of the COVID-19 

pandemic, considering factors such as market performance, policy initiatives, and economic indicators. 

9. After COVID-19: Analyze the impact of the pandemic on India's stock market development and economic growth, exploring how macroeconomic 

factors have been influenced by the crisis and how they have affected the relationship between stock market performance and overall economic 

health. 

http://www.ijrpr.com/
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10. Research Objectives: Clearly state the specific objectives of the empirical study, outlining the research questions to be addressed and the 

methodology to be employed in assessing the correlation between stock market development and economic growth in India before and after the 

COVID-19 pandemic. 

11. Significance of the Study: Highlight the potential implications of the research findings for policymakers, investors, and other stakeholders interested 

in understanding the dynamics of 

12. India's financial markets and their impact on the broader economy. 

IMPORTANCE OF THE TOPIC: - 

1. Examining experimental proof regarding the relationship between securities exchange improvement and monetary development in India is basic for 

fathoming financial elements. The following are central issues stressing the meaning of such investigation: 

2. Insight into Economic Health: Examining the correlation between stock market development and economic growth provides valuable insights into 

the overall health and trajectory of the economy. Understanding how these factors interact can inform policymakers, investors, and businesses about 

the broader economic landscape. 

3. Investment Decision Making: Investors often rely on stock market performance as an indicator of economic health and potential investment 

opportunities. Analyzing the correlation between stock market development and economic growth helps investors make informed decisions 

regarding asset allocation and portfolio diversification. 

4. Policy Formulation: Governments and central banks formulate economic policies based on various indicators, including stock market performance 

and economic growth. By examining the correlation between these variables, policymakers can tailor policies to foster economic development, 

stability, and resilience. 

5. Macroeconomic Stability: Stock market development and economic growth are intertwined with macroeconomic factors such as inflation, interest 

rates, and exchange rates. Assessing these correlations helps policymakers identify potential risks to macroeconomic stability and implement 

appropriate measures to mitigate them. 

6. Post-COVID Economic Recovery: The COVID-19 pandemic disrupted global economies, including India's, causing significant volatility in 

financial markets. Analyzing the correlation between stock market development and economic growth before and after the pandemic provides 

valuable insights into the resilience of the Indian economy and its capacity for recovery. 

7. Sectoral Analysis: Different sectors of the economy may respond differently to changes in stock market development and economic growth. 

Examining correlations at the sectoral level helps identify key drivers of economic growth and potential areas for investment and development. 

8. Long-Term Growth Prospects: Understanding the relationship between stock market development and economic growth allows for the assessment 

of long-term growth prospects. By identifying trends and patterns, policymakers and investors can make informed decisions to support sustainable 

economic growth over time. 

9. Risk Management: Businesses face various risks associated with economic fluctuations and market volatility. Examining the correlation between 

stock market development and economic growth helps businesses assess and manage these risks effectively, enabling them to adapt their strategies 

and operations accordingly. 

10. International Competitiveness: In a globalized economy, countries compete for investment and market share. Analyzing the correlation between 

stock market development and economic growth in India relative to other economies provides insights into its international competitiveness and 

potential challenges or opportunities for growth. 

11. Academic Research and Knowledge Advancement: Researching the correlation between stock market development and economic growth 

contributes to academic knowledge and understanding in the fields of economics, finance, and development studies. It helps expand theoretical 

frameworks and empirical methodologies, driving further innovation and discovery in these areas. 

THEORETICAL IMPLICATION: - 

Examining observational proof on the connection between’ s financial exchange advancement and monetary development in India presents a few 

hypothetical ramifications. Here are central issues to consider: 

Theoretical Implications Examining Empirical Data: Assessing the Correlation Between Stock Market Development and Economic Growth, 

Incorporating Macroeconomic Factors in India Before and After the COVID-19 Pandemic: 

1. Stock Market Development as a Barometer of Economic Health: 

• The study reinforces the notion that a well-developed stock market can serve as an indicator of economic growth and stability. 



International Journal of Research Publication and Reviews, Vol 5, no 5, pp 6653-6666 May 2024                                     6655 

 

 

• Before the pandemic, the positive correlation between stock market development and economic growth suggests that a robust stock market can 

drive economic expansion by providing firms with access to capital for investments and stimulating consumer confidence. 

2. Macroeconomic Factors’ Influence on Stock Market Dynamics: 

• The research highlights the significance of macroeconomic factors such as inflation, interest rates, and exchange rates in shaping stock market 

performance. 

• Analyzing these factors before and after the pandemic provides insights into their evolving impact on market behavior, illustrating how changes in 

these variables can influence investor sentiment and market volatility. 

3. Resilience and Adaptability Amidst Crisis: 

• Post-COVID-19, the study may reveal how the stock market and the broader economy responded to an unprecedented crisis, shedding light on the 

resilience and adaptability of financial markets in the face of significant disruptions. 

• Examining whether certain sectors or industries fared better than others during the pandemic can offer valuable insights into the economy's structural 

strengths and vulnerabilities. 

4. Policy Implications for Economic Recovery: 

• The findings can inform policymakers on the efficacy of various economic stimulus measures implemented during and after the pandemic. 

• Understanding how changes in fiscal and monetary policies impacted both the stock market and overall economic growth can guide future policy 

decisions aimed at fostering sustainable recovery and mitigating future crises. 

5. Long-Term Economic Prospects and Structural Reforms: 

• By analyzing the correlation between stock market development and economic growth over time, the study may inform discussions on long-term 

economic prospects and the need for structural reforms to enhance market efficiency and resilience. 

• Identifying key drivers of economic growth beyond the immediate post-pandemic recovery phase can help policymakers prioritize initiatives that 

promote sustainable development and inclusive growth. 

6. Investor Behavior and Market Sentiment: 

• The research may uncover shifts in investor behavior and sentiment before and after the pandemic, offering insights into how perceptions of risk 

and return influenced investment decisions. 

• Understanding these dynamics can help market participants, including investors and financial institutions, better anticipate market trends and 

manage portfolio risk in volatile environments. 

7. Global Economic Interconnectedness and External Shocks: 

• The study's findings may underscore the interconnected nature of the global economy and the susceptibility of domestic markets to external shocks. 

• Examining how international events, such as the COVID-19 pandemic, reverberated through India's stock market and economy underscores the 

importance of global cooperation and coordinated policy responses in managing systemic risks. 

8. Future Research Directions: 

• The research opens avenues for further investigation into the nuanced relationships between stock market development, macroeconomic factors, 

and economic growth, particularly in the context of emerging markets like India. 

• Future studies could explore additional variables, such as technological advancements and regulatory frameworks, to provide a more comprehensive 

understanding of the dynamics driving financial market performance and economic development. 

RECENT TRENDS: - 

Here are some recent trends related to examining empirical data on the correlation between stock market development and economic growth, incorporating 

macroeconomic factors in India before and after the COVID-19 pandemic: 

1. Increased Focus on Resilience: Researchers are analyzing how the Indian stock market's resilience and response to macroeconomic shocks impact 

overall economic growth, particularly in the context of the COVID-19 pandemic. This involves assessing how quickly the stock market recovers from 

downturns and its subsequent effect on economic indicators. 

2. Integration of High-Frequency Data: With the availability of high-frequency data, there's a trend towards incorporating more granular information into 

analyses. This includes intra-day stock market movements, real-time economic indicators, and sentiment analysis from social media platforms to provide 

a more nuanced understanding of the relationship between stock market development and economic growth. 
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3. Sectoral Analysis: Researchers are delving into sector-specific impacts on stock market development and economic growth. This involves studying 

how different sectors, such as technology, healthcare, and finance, contribute to overall market performance and economic expansion, both pre and post-

pandemic. 

4. Policy Implications: There's a growing interest in understanding the policy implications of the relationship between stock market development and 

economic growth. Researchers are examining how government policies, regulatory changes, and fiscal measures influence this correlation, particularly 

in the context of the pandemic recovery phase. 

5. Financial Inclusion and Market Access: There's a focus on assessing the role of financial inclusion and market access in shaping the correlation between 

stock market development and economic growth. This includes studying how initiatives to increase access to capital markets for marginalized groups 

impact overall economic performance and market stability. 

6. Behavioral Finance Perspectives: Incorporating insights from behavioral finance, researchers are exploring how investor sentiment, market psychology, 

and cognitive biases influence the correlation between stock market development and economic growth, especially during periods of uncertainty such as 

the COVID-19 pandemic. 

7. Econometric Techniques: Advancements in econometric techniques are enabling researchers to conduct more robust analyses of the relationship 

between stock market development and economic growth. This includes employing sophisticated time-series models, panel data analysis, and machine 

learning algorithms to uncover complex patterns and dynamics in the data. 

8. Environmental, Social, and Governance (ESG) Factors: There's a growing recognition of the importance of ESG factors in driving stock market 

performance and economic growth. Researchers are assessing how sustainability practices, corporate governance standards, and social responsibility 

initiatives impact the long-term correlation between the stock market and the broader economy. 

These trends highlight the evolving nature of research in examining empirical data on the correlation between stock market development and economic 

growth, particularly in the context of India before and after the COVID-19 pandemic. 

LITERATURE REVIEW 

1. Akshit Gupta et. Al. in their International Journal of Research Publication and Reviews,2023 studied underscores the positive correlation 

between students' stock market knowledge/experience and enhanced personal finance understanding. It advocates for incorporating financial 

education and stock market awareness programs in colleges to empower students for their future financial decisions. 

2. In their Empirical Economics Letters, 2021 Abhishek Sharma et. Al. explored the causal link between economic growth and stock market 

development in India from 2003 to 2017. Utilizing a Vector Auto Regression framework, empirical evidence strongly supports the positive 

contribution of the stock market, with market capitalization and stock traded positively impacting the country's GDP. 

3. In the Journal of Central Banking Theory and Practice, 2023 Melik Kamisli investigated the causal impact of COVID-19-related economic 

support on stock market returns in 19 emerging countries. Utilizing MODWT and FTYCT, it reveals significant short-, medium-, and long-

term effects, emphasizing the need for careful implementation and evaluation of economic support policies. 

4. Dr. Ramya K. et. Al. in their “exploring awareness and involvement in the stock market: an in-depth analysis”, 2023 referred to the stock 

market, known as the "heartbeat of the economy," reflects a nation's economic state. This research focuses on younger demographics' 

perceptions of stock market investments through an online survey in Mangalore City, emphasizing financial literacy's importance. 

5. Techniques for Stock Market Prediction: A Review, 2023 by Rachna Sable et. Al. analyzes 68 research papers (1998-2023) on stock market 

prediction, addressing challenges like EMH, nonlinearity, and diverse datasets. Indian stock market data is commonly used, with ARIMA, 

LSTM, and SVM as prevalent techniques. 

6. Ruize Sun et. Al. in their Research on the Influence of Monetary Policy on Stock Market, 2023 referred to China’s stock market experiencing 

changes influenced by share-trading reform, global financial crises, and monetary policies. Reforms in interest rates and share-trading systems 

impact the transmission of monetary policy, influencing stock prices and complicating the relationship between policy changes, market 

expectations, and real economic outcomes. 

7. The study on “The holiday effect on stock return: empirical evidence from the Indian stock market” explores the "holiday effect" in the Indian 

stock market using the BSE Sensex from November 2012 to October 2022. Employing the Mann-Whitney U-test, the research by Gaurav 

Kumar et. Al. in 2023 finds the absence of a pre-holiday effect, suggesting that strategies based on this anomaly may not yield abnormal 

returns in the Indian Capital. 

RESEARCH DESIGN 

RESEARCH GAP: - 

https://www.researchgate.net/scientific-contributions/Ruize-Sun-2258702160?_tp=eyJjb250ZXh0Ijp7ImZpcnN0UGFnZSI6InNjaWVuY2VUb3BpYyIsInBhZ2UiOiJwdWJsaWNhdGlvbiIsInByZXZpb3VzUGFnZSI6Il9kaXJlY3QifX0
https://www.researchgate.net/profile/Gaurav-Kumar-409?_tp=eyJjb250ZXh0Ijp7ImZpcnN0UGFnZSI6InNjaWVuY2VUb3BpYyIsInBhZ2UiOiJwdWJsaWNhdGlvbiIsInByZXZpb3VzUGFnZSI6Il9kaXJlY3QifX0
https://www.researchgate.net/profile/Gaurav-Kumar-409?_tp=eyJjb250ZXh0Ijp7ImZpcnN0UGFnZSI6InNjaWVuY2VUb3BpYyIsInBhZ2UiOiJwdWJsaWNhdGlvbiIsInByZXZpb3VzUGFnZSI6Il9kaXJlY3QifX0
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Existing literature may lack a comprehensive examination of the correlation between stock market development and economic growth in India before 

and after the COVID-19 pandemic. There is a need to analyze whether the relationship has changed significantly due to the pandemic-induced disruptions. 

OBJECTIVES OF THE STUDY: - 

1. To evaluate the correlation between stock market development indicators (, trading volume) and economic growth metrics (GDP growth, inflation 

rates, and interest rates) in India. 

2. To compare and contrast the correlation between stock market development and economic growth in India before and after the COVID-19 pandemic 

to understand any changes in the relationship.To investigate the impact of the COVID-19 pandemic on stock market volatility and economic growth 

stability in India. 

PROBLEM STATEMENT: - 

Looking at the perplexing connection between securities exchange improvement and monetary development in India presents a huge test. This study 

means to completely explore this relationship, considering different elements including market capitalization, exchanging volume, and administrative 

structures. Understanding the impacts of securities exchange changes and improvements on India's financial development direction is vital. Unwinding 

these complexities is fundamental for going with informed approach choices and advancing reasonable financial advancement in India. 

NATURE OF STUDY: - 

To identify and analyze the relationship between stock market development and the growth of the economy concerning macro-economic factors (GDP, 

inflation rate, and interest rate) against the market capitalization (trading quantity) the GDP, interest rate, and inflation rates are collected from 2017 to 

2023 and the trading volume from 2017 to 2023 is collected and correlation analysis is performed. 

NEED OF THE TOPIC: - 

Examining the correlation between stock market development and economic growth in India offers crucial insights into the country's economic dynamics. 

It provides valuable information for understanding economic health, guiding investment decisions, and informing policy formulation. 

SCOPE OF THE STUDY: - 

Analysing empirical evidence on the relationship between stock market development and economic growth in India offers valuable insights into the 

dynamics shaping the nation's financial landscape, guiding future economic policies and investment strategies. 

LIMITATIONS OF THE STUDY: - 

Information quality and accessibility might present requirements. Mistaken or fragmented information could think twice about the study's dependability. 

1. Time span: The picked time could not completely catch the elements of long-haul monetary development and financial exchange advancement 

patterns. Momentary vacillations might impact results. 

2. Causation versus Connection: It is trying to lay out causation. While a connection might be noticed, it doesn't be guaranteed to infer a causal 

relationship. Other unnoticed variables might contribute. 

3. External Factors: The review may not represent outside factors affecting both securities exchange improvement and financial development, possibly 

prompting discarded variable inclination. 

RESEARCH METHODOLOGY AND DATA COLLECTION 

1. Data Collection type  

• Secondary data is collected through journals, research papers and websites. 

2. Data Collection Method 

• Data collection method used in this research is secondary data.  

3. Data Analysis Plan  

• The growth metrics for both stock market trading volume (NSE) and Indian economy GDP (in INR), inflation rate and interest rate from pre and 

post covid era that is (2017-18 to 2022-23) is collected and correlation analysis is performed to check whether their growth pattern have a positive 

relationship or negative relationship.  

4. Statistical tools for analysis 

• Correlation analysis has been used for analysis in this research paper.  
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DATA ANALYSIS AND INTEPRETATION 

The growth metrics for both stock market trading volume (NSE) and Indian economy GDP (in INR), inflation rate and interest rate from pre and post 

covid era that is (2017-18 to 2022-23) is collected to perform correlation analysis 

Hypothesis 1: - 

(H0): There is no significant connection between securities exchange improvement and monetary development in India. 

(H1): There is a significant connection between securities exchange improvement and monetary development in India. 

Hypothesis 2: - 

(H0): Before the COVID-19 pandemic, there exists a positive correlation between stock market development indicators (such as market capitalization, 

trading volume, and number of listed companies) and economic growth indicators (such as GDP growth rate, employment rate, and industrial production) 

in India. 

(H1): The impact of stock market development on economic growth in India might be stronger post-COVID, as the stock market serves as a vital source 

of capital for businesses and facilitates efficient allocation of resources in times of economic recovery. 

Hypothesis 1: - 

Case 1 Trading Quantity (Stock market indicator) and Inflation Rate (Macroeconomic factor) 

YEAR TRADING QUANTITY (NSE) INFLATION RATE 

2017-18 37,71,836 4.28 

2018-19 37,49,976 2.86 

2019-20 46,74,057 5.84 

2020-21 74,29,579 5.52 

2021-22 76,10,238 6.95 

  

Parameter Value 

Pearson correlation coefficient (r) 0.7797474 

r² 0.6080059 

P-value 0.1199002 

Covariance 2359417.69 

Sample size (n) 5 

Statistic 2.1571225 

 

Results of the Pearson correlation indicated that there is a non-significant large positive relationship between X and Y, (r (3) = .78, p = .120). 
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Case 2: - Trading Quantity (Stock market indicator) and Interest Rate (Macroeconomic factor) 

YEAR TRADING QUANTITY (NSE) INTEREST RATE 

2017-18 37,71,836 6 

2018-19 37,49,976 6.25 

2019-20 46,74,057 4.4 

2020-21 74,29,579 4 

2021-22 76,10,238 4 

 

Parameter Value 

Pearson correlation coefficient (r) -0.8755892 

r² 0.7666564 

P-value 0.05168277 

Covariance -1869611.795 

Sample size (n) 5 

Statistic -3.1395189 

 

Results of the Pearson correlation indicated that there is a non-significant large negative relationship between X and Y, (r (3) = .876, p = .052). 

 

Case 3: - Trading Quantity (Stock market indicator) and GDP Growth (Macroeconomic factor) 



International Journal of Research Publication and Reviews, Vol 5, no 5, pp 6653-6666 May 2024                                     6660 

 

 

YEAR TRADING QUANTITY (NSE) GDP GROWTH  

2017-18 37,71,836 13144582 

2018-19 37,49,976 13992914 

2019-20 46,74,057 14534641 

2020-21 74,29,579 13687118 

2021-22 76,10,238 15021846 

2022-23 62,76,848 16071429 

 

Parameter Value 

Pearson correlation coefficient (r) 0.46543 

r² 0.216625 

P-value 0.4295471 

Covariance 655468514941.45 

Sample size (n) 5 

Statistic 0.9108149 

Results of the Pearson correlation indicated that there is a non-significant medium positive relationship between X and Y, (r (3) = .465, p = .430). 

 

Interpretation: - 

1. In the first case, where there is a non-significant large positive relationship between X and Y (r = 0.78, p = 0.120), it suggests that there is no significant 

connection between securities exchange improvement and economic growth in India, supporting the null hypothesis (H0). 

2. In the second case, where there is a non-significant large negative relationship between X and Y (r = -0.876, p = 0.052), it still suggests that there is no 

significant connection between securities exchange improvement and economic growth in India, again supporting the null hypothesis (H0). 

3. In the third case, where there is a non-significant medium positive relationship between X and Y (r = 0.465, p = 0.430), it also supports the null 

hypothesis (H0) that there is no significant connection between securities exchange improvement and economic growth in India. 

Based on the correlation analysis performed the null hypothesis is accepted. 

When the null hypothesis (H0) is accepted it means that there exists no significant connection between securities exchange improvement and monetary 

development in India 

Hypothesis 2: - 

PRE COVID-TRADING QUANTITY AND GDP GROWTH 

YEAR TRADING QUANTITY (NSE) GDP GROWTH 
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2017-18 37,71,836 13144582 

2018-19 37,49,976 13992914 

2019-20 46,74,057 14534641 

 

Parameter Value 

Pearson correlation coefficient (r) 0.7832053 

r² 0.6134106 

P-value 0.4271667 

Covariance 289365918567.6667 

Sample size (n) 3 

Statistic 1.2596522 

Results of the Pearson correlation indicated that there is a non-significant large positive relationship between X and Y, (r (1) = .783, p = .427). 

The Pearson correlation suggests a substantial positive connection between X and Y, but it's not statistically significant. 

 

POST COVID TRADING QUANTITY AND GDP GROWTH 

YEAR TRADINGG QUANTITY (NSE) GDP GROWTH 

2020-21 74,29,579 13687118 

2021-22 76,10,238 15021846 

2022-23 62,76,848 16071429 

 

Parameter Value 

Pearson correlation coefficient (r) -0.7532937 

r² 0.5674513 

P-value 0.4569278 

Covariance -651140342326.5 

Sample size (n) 3 

Statistic -1.1453727 
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Results of the Pearson correlation indicated that there is a non-significant large negative relationship between X and Y, (r (1) = .753, p = .457). 

The Pearson correlation indicates a significant negative association between X and Y, but it's not statistically significant. 

 

PRE COVID-TRADING QUANTITY AND INFLATION RATE 

YEAR TRADING QUANTITY (NSE) INFLATION RATE 

2017-18 37,71,836 4.28 

2018-19 37,49,976 2.86 

2019-20 46,74,057 5.84 

 

Parameter Value 

Pearson correlation coefficient (r) 0.8889482 

r² 0.790229 

P-value Nan 

Covariance 698711.2233 

Sample size (n) 3 

Statistic NaN 

Results of the Pearson correlation indicated that there is a significant large positive relationship between X and Y, (r(1) = .889, p = aN).  

The Pearson correlation reveals a notable positive correlation between X and Y, and the p-value is significant. 

 

POST COVID TRADING QUANTITY AND INFLATION RATE    
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YEAR TRADING QUANTITY (NSE) INFLATION RATE 

2020-21 74,29,579 5.52 

2021-22 76,10,238 6.95 

2022-23 62,76,848 5.66 

 

Parameter Value 

Pearson correlation coefficient (r) 0.5310919 

r² 0.2820586 

P-value 0.6435637 

Covariance 302838.855 

Sample size (n) 3 

Statistic 0.6267946 

Results of the Pearson correlation indicated that there is a non-significant large positive relationship between X and Y, (r(1) = .531, p = .644). 

 

PRE COVID-TRADING QUANTITY AND INTEREST RATE 

 

 

 

 

 

Parameter Value 

Pearson correlation coefficient (r) -0.9945835 

r² 0.9891963 

P-value 0.06629067 

Covariance -526428.075 

Sample size (n) 3 

Statistic -9.5687245 

Results of the Pearson correlation indicated that there is a non-significant large negative relationship between X and Y, (r(1) = .995, p = .066). 

YEAR TRADING QUANTITY (NSE) INTEREST RATE 

2017-18 37,71,836 6 

2018-19 37,49,976 6.25 

2019-20 46,74,057 4.4 
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POST COVID TRADING QUANTITY AND INTEREST RATE 

YEAR TRADING QUANTITY (NSE) INTEREST RATE 

2020-21 74,29,579 4 

2021-22 76,10,238 4 

2022-23 62,76,848 6.5 

  

Parameter Value 

Pearson correlation coefficient (r) -0.9921721 

r² 0.9844056 

P-value 0.07970772 

Covariance -1035883.75 

Sample size (n) 3 

Statistic -7.9451488 

Results of the Pearson correlation indicated that there is a non-significant large negative relationship between X and Y, (r(1) = .992, p = .080). 

 

Interpretation: - 

1. GDP Growth Rate: 

• Before COVID-19: A non-significant large positive relationship was observed. 

• Post COVID-19: A non-significant large negative relationship was observed. 
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Neither correlation is statistically significant. Therefore, it doesn't provide evidence to reject the null hypothesis (H0) stating that there exists a positive 

correlation between stock market development and GDP growth rate in India before the COVID-19 pandemic. 

2. Inflation Rate: 

• Before COVID-19: A significant large positive relationship was observed. 

• Post COVID-19: A non-significant large positive relationship was observed. 

While there was a significant positive correlation pre-COVID, the post-COVID correlation is not statistically significant. This change doesn't conclusively 

support the alternative hypothesis (H1) but rather suggests a weakening of the correlation between stock market development and inflation rate post-

COVID. 

3. Interest Rate: 

• Before COVID-19: A non-significant large negative relationship was observed. 

• Post COVID-19: A non-significant large negative relationship was observed. 

Both pre-COVID and post-COVID correlations are not statistically significant, supporting the null hypothesis (H0) that there exists no significant 

correlation between stock market development and interest rate in India. 

Based on these interpretations, the null hypothesis (H0) should be chosen, suggesting that there exists no significant correlation between stock market 

development indicators and economic growth indicators in India. 

When the null hypothesis (H0) is accepted it means that before the COVID-19 pandemic, there exists a positive correlation between stock market 

development indicators (such as market capitalization, trading volume, and number of listed companies) and economic growth indicators (such as GDP 

growth rate, employment rate, and industrial production) in India. 

FINDINGS: 

1. The COVID-19 pandemic caused unprecedented disruptions to global financial markets, including those in India. 

2. Stock markets experienced sharp declines as investor confidence waned due to uncertainties surrounding the pandemic's economic impact. 

3. Economic growth in India also suffered, with various sectors facing challenges such as supply chain disruptions, reduced consumer spending, and 

decreased business activity. 

4. Statistical analysis of the data indicates that the correlation between stock market development and economic growth weakened during the COVID-

19 pandemic. 

5. This suggests that the pandemic-induced disruptions temporarily decoupled the traditional relationship between stock market performance and 

economic growth in India. 

6. However, as the economy stabilized and recovered, the correlation is expected to strengthen once again, albeit possibly with some adjustments due 

to structural changes or shifts in investor behaviour post-pandemic. 

SUGGESTIONS 

Studying the relationship between stock market development and economic development, especially in the context of pre- and post-COVID 

macroeconomic factors, is crucial for understanding the resilience and adaptability of financial systems. Here are five suggestions to enhance this study: 

1. Dynamic Time-Series Analysis: Utilize advanced time-series analysis techniques to capture the evolving relationship between stock market indicators 

and macroeconomic variables. This involves employing methods such as Vector Autoregression (VAR) models, Granger causality tests, and cointegration 

analysis to account for changing dynamics before and after the COVID-19 pandemic. 

2. Incorporation of High-Frequency Data: With the advent of high-frequency data availability, researchers can delve deeper into the intraday movements 

of stock prices and economic indicators. By analysing tick-level data, researchers can better understand how shocks propagate through financial markets 

and the broader economy, providing insights into the rapid adjustments during crisis periods like COVID-19. 

3. Sectoral Analysis: Consider a granular examination of different sectors within the stock market and their correlation with specific macroeconomic 

factors. Pre- and post-COVID, certain sectors may exhibit varying degrees of sensitivity to economic variables due to changes in consumer behaviour, 

supply chain disruptions, or government interventions. Understanding these sectoral nuances can lead to more targeted policy recommendations and 

investment strategies. 
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4. Sentiment Analysis and Social Media Data: Integrate sentiment analysis of news articles, social media, and other textual data to gauge market 

participants' perceptions and sentiments regarding economic developments. The COVID-19 pandemic has heightened market volatility and uncertainty, 

making sentiment analysis particularly relevant in understanding investor behaviour and its impact on stock market movements. 

5. Policy Response Evaluation: Assess the effectiveness of monetary and fiscal policy responses on both stock market performance and broader economic 

indicators. Analyse how pre-existing policy frameworks were adapted or augmented in response to the pandemic and evaluate their impact on financial 

markets and economic development. Comparative studies across different countries or regions can provide valuable insights into the efficacy of various 

policy measures in mitigating the adverse effects of crises on stock market and economic stability. 

By incorporating these approaches, researchers can deepen their understanding of the relationship between stock market development and economic 

development in the context of macroeconomic factors, both before and after the COVID-19 pandemic. 

CONCLUSION: - 

The examination of empirical data concerning the correlation between stock markets yields insightful conclusions. Through rigorous analysis, it becomes 

evident that correlations between various stock markets are complex and multifaceted, influenced by a myriad of factors including economic indicators, 

geopolitical events, and investor sentiment. While correlations between certain markets may exhibit patterns over time, they are not static and can shift 

abruptly in response to changing circumstances. Despite efforts to identify consistent correlations, the inherent volatility and unpredictability of financial 

markets make it challenging to establish definitive relationships. Moreover, the presence of outliers and anomalies further complicates the correlation 

analysis, highlighting the importance of robust statistical methodologies and careful interpretation of results. 

It is crucial to recognize that correlation does not imply causation and correlation coefficients should be interpreted cautiously, considering the limitations 

and potential biases in the data. Additionally, the significance of correlations should be assessed in conjunction with other indicators and economic 

theories to provide a comprehensive understanding of market dynamics. Furthermore, regional and global economic interdependencies contribute to the 

interconnectedness of stock markets, amplifying the impact of external shocks and systemic risks. Consequently, diversification strategies and risk 

management practices play a pivotal role in mitigating portfolio vulnerabilities and enhancing resilience against market fluctuations. In conclusion, while 

empirical analysis offers valuable insights into the correlation between stock markets, it is essential to approach findings with prudence and to 

continuously adapt methodologies in response to evolving market dynamics. By fostering a nuanced understanding of correlations and their implications, 

investors and policymakers can make informed decisions to navigate the intricacies of global financial markets effectively. 
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