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Abstract

Futures contracts detai the quaiity and quantity of the underlying asset: they are stundardized to fagilitate wading on a
fitwres exchange. Some futures contracts may call for phvaical debvery ofthe asset, while others ore settled n cash. The
furures markets are characterized by the ahility to use very high leverage relative 1o Stock markets, Fotores can be used
either tirhedge or wspeculate on the price movement of the underlying assel.

The shwdy investigated the effects of the Nifty futures on underlying the spot market velatility using GARCI (1.1}
madel. The research indicates that fitures trading reduced siock market volatility and contribures 10 increase market
elficiency, The study also examined fuures trading changes siructure of spot market volanlity. Thers b2 a change i the
structure of spot market volatility after mtroduction of futures trading. Specifically, there is evidence that the incremsed
impact of fecent news and reduced elfect of the uncertaingy erginating from the old news. New information gets
asstmilated and the effect of old nformation on velatilite gets reduced @ e faster rate in the period Tollowing the onscet
el fiures rading.
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