






    





    
    
    



    
        
        
            
                
                    Books and journals
                    Case studies
                    Expert Briefings
                    Open Access
                

            
        

    


    
        
        
            
               Publish with us
               
            
        

    


    
        
            
                
                


    
        
            
            
        


        
            
                Advanced 
search
            


                    

    



        
    


    

    
                    
    
        
            
            
        

    



        
        
    
    
        
            
                
                    
                                                To read this content please select one of the options below:

                        
                            
                                                                    
                                        
                                    

                                    
                                                                                                    
    



                                                                
    
        
        Access and purchase options
        
    
    
        
            
            
                Purchase options
            

        

    
            
    
    
    
            
            
                Other access
            

        

    
            
                        
                You may be able to access this content by logging in via your Emerald profile.
            

            
                
                    Login
                    
                
            

        

    
    
    
    
    
    
        
            If you think you should have access to this content, click to contact our support team.
        

        
            
                Contact us
                
            
        

    




    




                            

                        

                    

                

            

        

    


    
        
            
                
                    
                                                Please note you do not have access to teaching notes

                        
                            
                                                                    
    



                                                                
    
        
        Access and purchase options
        
    
    
        
            
            
                Purchase options
            

        

    
            
    
    
    
            
            
                Other access
            

        

    
            
                        
                You may be able to access teaching notes by logging in via your Emerald profile.
            

            
                
                    Login
                    
                
            

        

    
    
    
    
    
    
        
            If you think you should have access to this content, click to contact our support team.
        

        
            
                Contact us
                
            
        

    




    




                            

                        

                    

                

            

        

    


    
        
            
                
    Existence of Speculative Bubbles in the Indian Stock Market: Knowledge Gained During the US Subprime Crisis

    
    
        

 Sovik Mukherjee 



 Asim K. Karmakar 



    

    
    
                    
                
                    Comparative Advantage in the Knowledge Economy
                
            

        
        
                    
                            ISBN:
                978-1-80071-041-2,
                eISBN:
                978-1-80071-040-5

                    

        
        
        
            
                                    Publication date: 8 June 2021

                            
                    

                
            
        


                    

    
        
        
            



    
            

        

    


    
    
        

            
                
                
                
            Abstract

            
                
                                        
                        The ups and downs of the stock markets are consistently in the news. All things considered, there's no end to reporting the trajectory of volatility. Wide value changes in stock prices are a daily event in any stock market as speculators respond to monetary, business, and political situations. The main question is − did the Indian stock market develop a speculative bubble during the time of the US subprime crisis? Also, in terms of knowledge gained for an investor or a policy maker, we ask the following question: As to what extent are speculative bubbles predictable during a financial crisis? Knowledge gained by investors is also a part and parcel of an applied knowledge economy in a broader dimension.
In this chapter, the authors use a speculative bubble tracker, based on a Wiener stochastic process, to check for the existence of speculative bubbles during the 2008–2009 US subprime crisis. The data used in the study are daily SENSEX values (i.e., combination of stock prices of 30 well-established, most actively traded stocks of financially sound companies listed in the Bombay Stock Exchange) for the period between December 2007 and December 2009. Using such forms of daily data, the authors trace out the price movements using a Brownian motion equation and hence, try to correlate the stock price fluctuations with fluctuations in the crisis index (as put together by the authors) in the Indian context. Interestingly, for India, such a speculative bubble was prevalent during the time period considered pertaining to the 2008 US subprime crisis.
Summing up, the implication in terms of knowledge gained is particularly of interest for the portfolio managers who are engaged in devising diversification strategies for their portfolios.
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