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ABSTRACT

The financial markets worldwide exhibit several complex and dynamic features in them. Among
them, Multifractality is one of the most significant features of complex systems, and it has been
identified and examined in the financial markets in recent years. Besides, studies in the past confirm
that there exists a linkage between multifractality and herding behaviour in financial markets during
extreme events. The current study attempts to investigate the presence of Multifractality caused by
herding behaviour in the segments of the Indian capital market during the macro-political events. For
this, the macro-political events were classified into three broad categories pre-scheduled events,
intensified geopolitical events and uncertain macro-political events. Further, two major segments of
the Indian capital market, namely, the equity and the Forex segment, were examined. The study
employed the Multifractal Detrended Fluctuation Analysis approach to examine the Multifractality
caused by herding behaviour during macro-political events. In addition, the study also measured the
volatility surface and quantified the information uncertainty present in the selected segments of the
Indian capital market.

The findings suggest that the macro-political events impact the multifractality and herding behaviour
in the examined segments of the Indian capital market. However, the degree of the multifractality
caused by the herding behaviour traced in the market segments is event-specific. It differs based on
the type of macro-political event. The overall analysis suggests that the pre-scheduled macro-
political event's impact was higher for both equity and forex segments of the Indian capital market.
Further, a high degree of multifractality caused by herding behaviour was traced in the Nifty
segments during the intensified geopolitical events. On the other hand, uncertain macro-political
events had no impact on the multifractality caused by the herding behaviour in equity and forex
segments. The study results provide some significant implications for various market participants for
investment decision-making and portfolio risk diversification during the macro-political events in
India.
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