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Abstract

The Indian stock market is known for its volatility,
influenced by political events, economic policies,
and global trends. The Lok Sabha elections, held
every five years, are pivotal political events that
can dramatically sway market sentiments, as the
election outcomes dictate the central government's
policies, which subsequently influence investor
confidence.

Influence of Political Events on Stock Markets
Political events, especially elections, play a crucial
role in shaping market behavior. Investors often
react to the uncertainty surrounding elections,
leading to heightened volatility. Anticipation of new
policies, reforms, or shifts in governance can drive
speculative trading, significantly impacting stock
prices. Historical data reveals that stock markets
globally, including India's, exhibit fluctuations
during election periods due to uncertainty and
perceived future directions in economic policy.

Role of Exit Polls

Exit polls are surveys conducted immediately after
voters leave polling stations, aiming to predict
election outcomes before official results are
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declared. In India, exit polls for Lok Sabha
elections garner considerable attention from media,
political analysts, and investors. Although not
always accurate, these polls provide early
indicators of potential election results, influencing
market expectations and investment decisions.
Context of the 2024 Lok Sabha Elections

The 2024 Lok Sabha elections were highly
anticipated due to the socio-political context and
significant economic challenges facing India. The
varied outcomes suggested by exit polls led to
considerable speculation in the stock market. This
period witnessed unusual market activities,
prompting allegations of manipulation.

Allegations of Stock Market Manipulation

Market manipulation refers to actions taken to
deceive or artificially influence market prices,
creating unfair advantages. Allegations
surrounding the 2024 Lok Sabha elections suggest
that certain entities might have exploited exit poll
data to manipulate stock prices for financial gain.
Such activities, if proven true, undermine market
integrity and can lead to significant financial losses
for ordinary investors.
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Objectives of the Research
This research aims to investigate the allegations of stock market manipulation during the 2024 Lok Sabha
elections. Specifically, it seeks to:

. Understand the extent of the alleged manipulation.
. Identify the mechanisms through which manipulation might have occurred.
. Analyze the consequences of such manipulation on the stock market and investors.

By exploring these aspects, this research intends to illuminate the interplay between political events and market
behavior, contributing to a broader understanding of market dynamics during election periods. It also aims to
provide insights into regulatory measures that can mitigate such risks in the future.

Literature Review

The Indian stock market is characterized by volatility, heavily influenced by political events, economic
policies, and global trends. Political events, particularly elections, hold significant sway over market behavior.
The Lok Sabha elections, occurring every five years, can dramatically influence market sentiment. The
anticipation, execution, and aftermath of these elections create a unique environment where investor sentiment
can shift rapidly based on perceived political stability and policy directions.

Research has shown that political events worldwide—such as elections, policy announcements, and geopolitical
occurrences—can lead to significant market movements. These movements are often driven by investor
sentiment and anticipation of future economic policies that could affect corporate profitability and overall
economic stability.

Exit polls serve as early indicators of market expectations regarding the future political landscape. Historically,
exit polls have had the potential to move markets, as investors respond to anticipated economic policies of the
likely winning party. This preemptive movement in the market is fueled by investors' desire to position
themselves advantageously based on predicted election outcomes.

In the context of the 2024 Lok Sabha elections, allegations of stock market manipulation surrounding the
release of exit polls have emerged. This research aims to explore these allegations, examining the extent,
mechanisms, and consequences of such manipulation. It will investigate whether certain entities exploited the
dissemination of exit poll data to influence stock prices for financial gain, potentially undermining market
integrity and investor trust.

The 2016 U.S. Presidential Election

One notable example of political events influencing market behavior is the 2016 U.S. Presidential Election. The
unexpected victory of Donald Trump led to significant volatility in global financial markets. Initially, stock
futures plummeted as investors reacted to the uncertainty surrounding his unconventional policy proposals.
However, once markets opened, U.S. stocks surged, particularly in sectors expected to benefit from Trump’s
policies on deregulation and tax cuts. This phenomenon, often referred to as the "Trump Rally," underscores
how investor sentiment and expectations of future policy changes can drive market behavior.

Initial Market Reaction:

. Stock Futures: On election night, as it became clear Trump was likely to win, U.S. stock futures
plummeted, with the Dow Jones Industrial Average (DJIA) futures falling by over 800 points (approximately
4%).

. Opening of Markets: Contrary to the initial reaction, the stock market surged when it opened the next

day. The DJIA closed up 257 points (1.4%) on November 9, 2016, continuing to rise in the following weeks.
Sector Performance:

. Financials: The financial sector saw significant gains, with the S&P Financials Index rising by 13% in
the month following the election, driven by expectations of deregulation.
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. Industrials: The industrial sector also performed well, anticipating increased infrastructure spending,
with the S&P Industrials Index increasing by 7.5% in the same period.

This structure highlights the critical interplay between political events, market reactions, and the ethical

considerations surrounding stock market manipulation, particularly through exit polls during significant
electoral events.

DJIA and S&P 500 Index Movements around 2016 US Presidential Election
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Title: Financial Forensics in Action: Market Manipulation Through Exit Polls

Abstract

The Indian stock market, known for its volatility, is often influenced by a blend of political events, economic
policies, and global trends. The Lok Sabha elections, occurring every five years, significantly sway market
sentiments as they determine the central government's direction on economic policy and regulatory
frameworks. This study investigates the potential manipulation of stock prices using exit poll data during the
2024 Lok Sabha elections, exploring the extent, mechanisms, and consequences of such manipulation on
investors and market integrity.

Introduction

The interplay between political events and stock market behavior is profound. This research aims to analyze
how exit polls may have been exploited to manipulate stock prices during the 2024 Lok Sabha elections,
contributing to our understanding of market dynamics in election periods and offering insights for future
regulatory measures.

Literature Review

Political events, particularly elections, play a critical role in shaping market behavior. Extensive research
indicates that such events can lead to significant market movements driven by investor sentiment and
anticipation of future policies. This review also explores the role of exit polls in forecasting election outcomes
and their impact on market expectations.

Case Studies

1. The 2016 U.S. Presidential Election

Initial Market Reaction:

. Pre-Election Uncertainty: Leading up to the election, volatility characterized both the DJIA and S&P
500 indices due to market uncertainty.
. Election Night: On November 8, 2016, stock futures plummeted as Trump’s likely victory became

apparent. The DJIA futures fell over 800 points, indicating investor anxiety.
Post-Election Rally:

. Market Surge: Contrary to expectations, the stock market rallied when it opened on November 9,
2016, with the DJIA closing up 257 points (1.4%).
. Sector Performance: Financials and industrials gained significantly, with the S&P Financials Index

rising 13% in the month post-election, fueled by optimism around deregulation and tax cuts.

This chart illustrates the market's initial reaction and subsequent adjustment, emphasizing how investor
sentiment can pivot based on political developments.

2. The Brexit Referendum

Initial Market Reaction:

. British Pound: Following the referendum results in June 2016, the pound fell dramatically from $1.50
to $1.32 against the U.S. dollar, a 12% decline.

. Global Stock Markets: The FTSE 100 Index dropped by 3.15%, while the S&P 500 fell by 3.6% on
June 24, 2016, illustrating immediate market turmoil.

Long-Term Adjustments:

. As political stability began to take shape, the FTSE 100 gradually recovered, ultimately increasing by
14.4% by the end of 2016 compared to its post-referendum low.

This case study underlines the sensitivity of financial markets to significant political events, showcasing how
quickly markets can react to uncertainty and adjust over time.

Conclusion

The investigation into stock market manipulation during the 2024 Lok Sabha elections will reveal important
insights into the mechanisms that can undermine market integrity. By examining how exit polls may have been

© Seagull Journals. All rights reserved.

: 4-19

ISSN : 258 63

1


http://www.seagulljournals.com/

15|Page http://www.seaqulljournals.com Vol. 01, Issue 10, Oct 2024, ISSN: 2584-1963

exploited, this research aims to highlight the need for regulatory measures to protect investors and ensure
market fairness during politically charged periods.
Objectives of the Research

. Understand the extent of the alleged manipulation.
. Identify the mechanisms through which manipulation might have occurred.
. Analyze the consequences of such manipulation on the stock market and investors.

By shedding light on these dynamics, this study contributes to a broader understanding of market behavior
during elections and the influence of political events on financial markets.

Title: Financial Dynamics in Action: The Brexit Referendum's Impact on Currency and Stock Markets
Abstract

The Brexit referendum held in June 2016 marked a pivotal moment in financial history, leading to immediate
and significant market reactions. This analysis examines the movements of the GBP/USD exchange rate and
the FTSE 100 index during this period, alongside allegations of market manipulation by hedge funds that
capitalized on private polling data.

Introduction

Political events such as referendums have far-reaching implications for financial markets. This study explores
the immediate impact of the Brexit referendum on the GBP/USD exchange rate and the FTSE 100 index, while
also discussing the ethical concerns surrounding alleged market manipulation during this critical time.
Dual-Axis Chart

Visualization of Market Movements:

Explanation of Market Movements

GBP/USD Exchange Rate and Trading Volumes around Brexit Referendum
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Initial Market Reaction
1. GBP/USD Exchange Rate:
o On the night of the Brexit referendum (June 23, 2016), the British pound plummeted from
approximately $1.50 to $1.32 against the U.S. dollar, reflecting a dramatic 12% decline. This sharp drop
signified the market's immediate response to the unexpected outcome and the resulting economic uncertainty.
2. FTSE 100 Index:

The FTSE 100 experienced significant volatility, declining by 3.15% on June 24, 2016. Other
global markets reacted negatively, with the S&P 500 dropping by 3.6%, highlighting the widespread impact of
the referendum results.
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Long-Term Adjustments

1. GBP/USD Recovery:

o Over the following months, while the British pound remained volatile, it showed signs of
recovery as the political situation began to stabilize.

2. FTSE 100 Recovery:

o Despite the initial shock, the FTSE 100 eventually recovered, reaching new highs by the end of
2016. This recovery was driven by several factors, including the depreciation of the pound, which benefited
export-oriented companies.

The Brexit Hedge Fund Case

The Brexit referendum also raised ethical questions regarding market manipulation by hedge funds. Reports
indicated that certain hedge funds commissioned private exit polls, using this confidential data to inform their
trading strategies before the public had access to such information. This practice allowed these hedge funds to
position their portfolios advantageously, profiting from the ensuing market volatility once the referendum
results were announced.

Ethical Implications

While the use of private polling data is not illegal, it raises significant ethical concerns about market fairness.
Such practices can lead to imbalances, as they afford certain investors an unfair advantage over the broader
market, potentially undermining investor confidence and the integrity of financial markets.

Conclusion

The Brexit referendum serves as a critical case study in understanding the interplay between political events
and market dynamics. The immediate and long-term effects on the GBP/USD exchange rate and the FTSE 100
index illustrate how markets react to uncertainty. Furthermore, the allegations of market manipulation by hedge
funds highlight the need for regulatory measures to ensure fairness and transparency in financial markets.
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Title: Analyzing Market Reactions: The GBP/USD Exchange Rate and Trading Volumes During the
Brexit Referendum

Axes and Data Representation

. X-Axis (Date): The horizontal axis represents the timeline from June 1, 2016, to July 31, 2016.

. Left Y-Axis (GBP/USD Exchange Rate): The vertical axis on the left shows the exchange rate of the
British Pound (GBP) against the US Dollar (USD).

. Right Y-Axis (Trading Volumes): The vertical axis on the right illustrates the trading volumes in the
market.

Data Series

. Blue Line (GBP/USD Exchange Rate): This line indicates the exchange rate of GBP against USD
over the selected period. The rate remained relatively stable around 1.45 before the Brexit referendum.

. Green Line (Trading Volumes): This line depicts trading volumes in the market, which were stable
around 100,000 units prior to the Brexit referendum.

. Red Vertical Line (Brexit Date): This line marks June 23, 2016, the date of the Brexit referendum.
Insights

Pre-Brexit Period (June 1, 2016 - June 22, 2016)

. GBP/USD Exchange Rate: The exchange rate fluctuated slightly around 1.45, indicating market
stability and confidence in the GBP.

. Trading Volumes: Trading volumes remained stable, suggesting normal market activity without any
significant speculative trading.

Brexit Date (June 23, 2016)

. Market Reaction: The market reaction to the Brexit vote was profound. On the referendum day,
private exit polls indicated a potential "Leave™ outcome, which was not fully anticipated by the market.
Post-Brexit Period (June 24, 2016 - July 31, 2016)

. GBP/USD Exchange Rate Drop: The blue line shows a sharp decline in the exchange rate from around
1.45 to approximately 1.32 immediately after the referendum. This 12% drop indicates a significant loss of
confidence in the GBP due to the unexpected Brexit vote.

. Spike in Trading Volumes: The green line shows a dramatic spike in trading volumes around the
Brexit date, with volumes doubling to around 200,000 units. This spike suggests heightened trading activity
driven by panic selling, speculative trading, and the reallocation of investments.

Implications of the Data

Market Sentiment and Investor Behavior

. Investor Sentiment: The drastic drop in the exchange rate reflects a sudden shift in investor sentiment
from confidence to uncertainty and fear, as the market reacted to the unexpected Brexit outcome.
. Speculative Trading: The spike in trading volumes indicates a high level of speculative trading, with

investors trying to capitalize on market volatility. The use of private polling data by hedge funds likely
contributed to this activity, as they positioned themselves ahead of the public using privileged information.
Ethical and Regulatory Concerns

. Information Asymmetry: The ability of hedge funds to access and use private polling data before the
general public raises concerns about information asymmetry and market fairness.
. Market Manipulation: The analysis suggests that certain entities may have manipulated the market by

acting on insider information, leading to significant financial gains at the expense of less-informed investors.
Conclusion

This analysis of the GBP/USD exchange rate and trading volumes around the Brexit referendum illustrates how
political events can cause significant market disruptions. The sharp decline in the exchange rate and the spike in
trading volumes highlight the immediate impact of the Brexit vote on financial markets.

Furthermore, this case raises important ethical questions about the use of privileged information and the
potential for market manipulation during periods of political uncertainty. Understanding these dynamics is
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crucial for regulators, policymakers, and investors to develop strategies that enhance market integrity and
protect investor interests.

Case Study: Lok Sabha Elections 2024

Methodology

This study investigates the alleged manipulation of the Indian stock market around the 2024 exit polls using a
combination of qualitative and quantitative research methods. Advanced analytical tools, including Al and
NumPy, were employed for data analysis and visualization.

Data Collection

Given the sensitive nature of the research topic, data was collected from secondary sources. These sources
include:

. Exit Poll Results: Predictions from various agencies conducted before the elections.

. Official Election Outcomes: Data retrieved from the Election Commission of India (ECI) website.

. Securities and Exchange Board of India (SEBI): Official data released concerning market activities.
. News Articles: Insights from reputable news sources like Mint and Hindustan Times.

. Social Media Discussions: Experiences shared by investors on platforms like Twitter and Reddit.

Data Analysis and Visualization

The collected data underwent rigorous quantitative and qualitative analysis. Various statistical tests were
performed using SciPy to compare exit poll predictions with actual election results. Additionally, tools such as
the Natural Language Toolkit (NLTK) and SpaCy were utilized to conduct sentiment analysis on social media
discussions regarding the alleged exit poll scam.

Predictive models were developed using machine learning-based regression and classification algorithms to
understand potential patterns and anomalies. The trends and insights derived from the data were graphically
represented using Matplotlib and advanced Al visualization tools.

Overview of the 2024 Lok Sabha Elections and Exit Polls

The 2024 Lok Sabha elections were among the most anticipated political events in India. The incumbent
Bharatiya Janata Party (BJP) government, led by Prime Minister Narendra Modi, had consecutively won the
last two terms, solidifying its stronghold on Indian politics.

Major public sentiment and political analyses around the 2024 elections largely anticipated another BJP
victory, potentially securing a third consecutive term in office.

On June 1st, following the conclusion of the seventh and final phase of polling, various media houses and news
channels began broadcasting the much-anticipated exit polls. These exit polls, conducted by multiple agencies,
suggested a robust performance for the BJP, predicting that the party would secure over 300 Lok Sabha seats
independently. In contrast, the opposing INDI (Indian National Democratic Inclusive) Alliance, led by the
Indian National Congress, was projected to win between 100 and 150 seats.

These projections created significant buzz in both political and financial circles, leading to positive investor
sentiment. Reflecting this sentiment, the stock markets experienced a notable surge. On June 3rd, the markets
rose by approximately 3-4%, reaching all-time highs. Investors, buoyed by the expected political stability and
continuity, poured money into the markets, driving up prices and trading volumes.

However, the actual election results, announced on June 4th, diverged significantly from the exit poll
predictions. While the BJP-led National Democratic Alliance (NDA) did manage to secure about 292 seats,
enough to form the government, the BJP's independent tally was much lower than the predicted 350+ seats. On
the other hand, the INDI Alliance won around 233 seats, which was much higher than the predicted 100-150
seats.

This discrepancy between the exit polls and the actual results led to a dramatic market reaction. The stock
market plummeted by 6% on June 4th, marking the biggest single-day crash since the COVID-19 pandemic in
2020. The sharp decline was driven by investor disappointment and the sudden realization that the political
landscape might be more volatile than previously thought.
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Insights and Implications

. Investor Sentiment: The study reveals a clear link between exit poll predictions and investor behavior,
highlighting how market sentiment can be significantly influenced by political forecasts. The drastic
fluctuations in market indices illustrate the sensitivity of the financial market to political events.

. Information Asymmetry: The divergence between exit poll predictions and actual election results
raises questions about the accuracy and reliability of exit polls. Furthermore, the alleged manipulation of
information by certain entities could lead to regulatory scrutiny regarding market practices.

. Market Volatility: The study suggests that the unexpected election outcomes could lead to increased
volatility in the Indian stock market, as investors reassess their positions and expectations in light of new
political realities.

. Ethical Considerations: This case study emphasizes the importance of ethical conduct in political
forecasting and its implications for market integrity. The potential for manipulation and the influence of biased
data on investor behavior warrant attention from regulators.

Conclusion

This analysis of the 2024 Lok Sabha elections and their impact on the Indian stock market provides insights
into the complex interplay between political events and financial markets. The significant market fluctuations
following the exit poll predictions and actual election results underscore the importance of accurate information
dissemination and ethical practices in both politics and finance.

Understanding these dynamics is crucial for regulators, policymakers, and investors in developing strategies
that enhance market integrity and protect investor interests, especially during politically charged periods.
Trans-Deconstruct: Market Manipulation Speculation in the 2024 Lok Sabha Elections

A few anomalies further fueled speculation of market manipulation during the lead-up to the 2024 Lok Sabha
elections:

Unusual Trading Volume

On May 31st, the last trading day before the release of the exit poll data, trading volume in the stock markets
doubled. Such a significant increase in trading activity is rare and had not been seen since 2014, when it
became apparent that the Bharatiya Janata Party (BJP) would form a majority government after three decades
(1984-2014) of coalition politics in India.

Ministerial Comments

During the election period, three major central government ministers—the Prime Minister, the Home Minister,
and the Finance Minister—made public statements hinting at an upward movement in the stock markets on
June 4th, the day the election results were to be announced. These remarks, given in separate interviews, were
seen as unusual and potentially indicative of an attempt to influence market sentiment.

Allegations of an Exit Poll Scam

The combination of inaccurate exit polls, unusual trading patterns, and coinciding comments from high-ranking
government officials led to widespread allegations of an exit poll scam. Critics and market analysts speculated
that the exit polls might have been manipulated to create a false sense of political certainty, thereby influencing
investor behavior and artificially inflating the stock market.

These events point to a potential case of one of the largest market manipulations in Indian stock market history.
The scenario raised questions about the integrity of exit polls, the potential for collusion between political
figures and financial market participants, and the broader implications for democratic processes and market
fairness in India.

Conclusion

The 2024 Lok Sabha elections and the subsequent market reactions highlighted significant concerns about the
accuracy of exit polls and their potential use in market manipulation. The events underscored the need for
greater scrutiny of the methods used in exit polling, the transparency of financial markets, and the ethical
considerations at the intersection of politics and finance. Further investigation and regulatory oversight may be
necessary to ensure the integrity of both electoral processes and market operations in the future.
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NIFTY 50 Price Levels from 25th May to 8th June 2024
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Trans-Deconstruct: NIFTY 50 Price Levels from 25th May to 8th June 2024
Data Representation

. Y-Axis: Represents the closing price of the NIFTY 50 index.

. X-Axis: Represents the dates from 25th May to 8th June 2024.

Key Observations

Overall Trend: The NIFTY 50 index shows significant volatility during this period.

Price Levels:

. The index starts at around 23,000 on 25th May.

. A gradual decline is observed, reaching a low point near 22,200 by 31st May.
. A sharp increase occurs on 3rd June, peaking at around 23,200.

. Another sharp decline follows on 5th June, dropping back to near 22,000.

. The index recovers again, ending around 23,200 on 8th June.

Interpretation

The NIFTY 50 index experienced significant fluctuations during this period, likely influenced by the exit polls
and subsequent political developments related to the 2024 Lok Sabha elections. The sharp movements suggest
market reactions to new information or speculation, with the notable peaks and troughs indicating periods of
high uncertainty and rapid sentiment shifts among investors.
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VIX Index from 25th May to 8th June 2024
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Trans-Deconstruct: VIX Index from 25th May to 8th June 2024

Data Representation

. Y-Axis: Represents the VIX index value.

. X-Axis: Represents the dates from 25th May to 8th June 2024.

Key Observations

Overall Trend: The VIX index, a measure of market volatility, shows an initial rise followed by a gradual
decline.

Volatility Levels:

. The index starts at around 12 on 25th May.

. A sharp increase is observed, peaking at around 14.5 on 31st May.

. After the peak, the index begins to decline, stabilizing between 12.5 and 13.5 for the remainder of the
period.

. The index drops back to around 12 by 8th June.

Interpretation

The VIX index indicates increased market volatility leading up to and immediately after the peak on 31st May,
likely coinciding with the exit poll results. The subsequent decline in the VIX suggests that the initial shock or
uncertainty began to subside as the market digested the information and investor sentiment stabilized.

The two charts together illustrate the impact of the 2024 Lok Sabha elections and the associated exit polls on
market behavior. The significant price swings in the NIFTY 50 index and the corresponding movements in the
VIX reflect periods of high uncertainty and market reactions to political developments. This volatility
highlights the influence of political events on financial markets and the importance of understanding these
dynamics for informed investment decisions.

Allegations of Manipulation

On June 3, 2024, investors' wealth increased by Rs 12.48 lakh crore in morning trade as exit polls projected
that the Bharatiya Janata Party-led National Democratic Alliance would win handily in the Lok Sabha
elections, with projections ranging from 355 to 400 seats. It was anticipated that the benchmarks for India’s
equity would rise by more than 3%.

However, when the real numbers were released on June 4, the BSE Sensex fell by 5.74%, and the Nifty 50 fell
by 5.93%, costing investors around Rs 30 lakh crore in losses.

The market's aggressive reaction to the exit poll projections, released three days before the counting day, lends
credence to the idea of manipulation. Here is the analysis:

Key Factors Contributing to Allegations

. Artificial Price Inflation: The events began on May 31, with frenetic buying and selling on the
National Stock Exchange (NSE), the largest stock exchange in India. The overall amount of trade on the NSE
doubled compared to the prior day, with significant trading in Adani stocks. The last time a similar surge
occurred was on May 16, 2014. Certain political figures accused influential market players of artificially
inflating stock prices to create a false sense of economic stability and confidence in the ruling party.

. Pump and Dump Schemes: Analysis of media reports, such as those from The Hindustan Times and
Dainik Bhaskar, during the election period shows a disproportionate amount of positive coverage related to the
government's economic policies and their impact on the stock market. With such media coverage and unusual
spikes in trading volumes of certain stocks, particularly those associated with prominent business figures close
to the BJP, it is suggested that coordinated "pump and dump" schemes were employed to sell off at a profit,
leaving retail investors at a loss.

. Use of Fake News and Social Media Manipulation: There are claims that fake news and social media
manipulation were used to spread misinformation, influencing investor behavior and stock prices. Analysis
indicates that spikes in social media mentions, particularly those containing misleading or false information,
were followed by notable movements in stock prices. For example, Adani stock prices rose following a surge in
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social media mentions due to a viral post claiming new favorable policies. Furthermore, trading volumes
increased substantially following periods of high social media activity, indicating that investors were reacting
to circulated information (or misinformation).

. Influential Remarks and Market Volatility: The remarks made by Prime Minister Narendra Modi and
Union Home Minister Amit Shah raise concerns about possible stock market manipulation. Both Modi and
Shah made stock market predictions in separate interviews with an Adani Group-owned business channel.
Modi stated that "programmers will get tired" because of how high the market would rise and predicted a rise a
week after the results were announced on June 4. Shah made a more blunt remark: "Buy stocks before June 4, it
will shoot up.” Given that these were unusual and potentially manipulative statements from high-ranking
government officials, and that the stock market sharply increased following the announcement of the exit polls,
they were viewed as problematic. This also raises questions about why the Election Commission (EC) failed to
notice and issue a warning.

Calls for Investigation

As a result, Saket Gokhale of the Trinamool Congress and Rahul Gandhi have requested a Joint Parliamentary
Committee (JPC) investigation into the allegations of fraud, including market manipulation. Numerous
accusations have been made by informed intellectuals and political observers, strengthening the suspicions and
emphasizing the importance of a comprehensive inquiry.

Yogendra Yadav, a well-known psephologist and political analyst, has voiced concerns about the lack of
transparency and possible conflicts of interest among the exit poll organizations in an interview with India
Today. According to him, these organizations withhold their methodology, sample strategies, and even the
names of their principal staff members, suggesting a clear conflict of interest given their ties to large media
companies with political agendas.

Amrit Kumar Debnath, a business analyst, noted that major polling agencies and news channels, including Axis
My India and India Today, predicted an overwhelming victory for the BJP-NDA, indicating a coordinated
narrative rather than independent analysis.

Comparative Analysis

Comparison with Past Indian Elections

Historically, the Indian stock market has shown pronounced reactions to election outcomes. Understanding
these reactions provides a useful benchmark for analyzing the impact of the 2024 Lok Sabha elections. Various
trends and data points from previous elections highlight the market's sensitivity to political changes.

General |Elected BSESensex Nifty Nifty KeyDrivers
Election |Party Fall/Rise \Volatility [Change
Period in n (SarJ:jeor
Points |Percentage nextday)
1. Market fears of economic

policyreversalsunderthenew
Congress-led UPA government

2. Concerns about potential
shifts away from market- friendly]
reforms, increased regulatory

intervention, and
United changesineconomicpolicies that]
2004 Progressive could affect business profitability

General |Alliance
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General
Election
Period

Elected
Party

BSESensex
Fall/Rise

Nifty
\Volatility

In In
Points

Percentage

Nifty
Change
(Sameor
nextday)

KeyDrivers

mandate for continued
economicgrowthandstability

3. Reassurance that the
government would continue its
pro-growth policies, focus on
infrastructuredevelopment, and
maintain a
favourableinvestmentclimate

2014
General

Elections

National
Democratic
Alliance
(NDA)

+1,470 |0.06

6.08%

1.12%

1. Anticipation  of
business
reformsandstrongeconomic
governance

2. Expectations of policies
favouring infrastructure
development, foreign  direct
investment(FDI),andoverall
economic growth

3. Positive sentiment driven
by expectations of structural
reforms, tax simplification (GST]
implementation), and
effortstoimprovetheeaseof doing
business

pro-

2019
General

Elections

National
Democratic
Alliance
(NDA)

+1,000 0.027

3.63%

-0.69%

1. Continuity of
government
providedasenseofstability

2. Marketresponsewasmore
subduedcomparedto2014 due to
pre-election rally anticipation
and profit- booking by investors
3. Lack of dramatic change
in governmentorpoliciesledto 4

more temperedreaction.
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2024
General
Elections

National
Democratic
Alliance
(NDA)

-4,390

-5.74

13.16%

-5.93%ss

1. Discrepanciesbetweenexi
t poll predictions and actual
results

2. Creation of a false sense
of economic stability and
confidenceintherulingparty by
artificially inflated stock prices

3. Useoffakenewstoinfluenc
e investor behaviour and stock
prices

4. Connectionbetweenremar
ks  madebyinfluentialministers|
and market volatility

5. Divergencebetweenexpec
ted and actual results leading to
uncertainty and market
adjustments
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VIX Index Analysis (25th May - 8th June 2024)

Key Observations:

. Overall Trend: The VIX index shows an initial rise followed by a gradual decline.

Volatility Levels:

. Starting Point: The index begins at around 12 on 25th May.

. Peak: A sharp increase is noted, peaking at approximately 14.5 on 31st May.

. Post-Peak Stability: After the peak, the index declines and stabilizes between 12.5 and 13.5 for the
remainder of the period.

. End Value: By 8th June, the index drops back to around 12.

Interpretation:

. The VIX index suggests increased market volatility leading up to and immediately after the peak on
31st May, likely coinciding with the exit poll results.
. The subsequent decline indicates that initial shock or uncertainty began to subside as the market

digested the information and investor sentiment stabilized.

Allegations of Manipulation and Market Reaction

On June 3, 2024, investors saw a wealth increase of X12.48 lakh crore in morning trade due to favorable exit
poll projections. However, the release of actual numbers on June 4 caused a substantial market drop, leading to
losses of around %30 lakh crore. Key points include:

. Artificial Price Inflation:

o Trading volumes doubled on May 31, especially in Adani stocks, indicating possible artificial
inflation of stock prices to create a false sense of stability.

. Pump and Dump Schemes:

o Positive media coverage related to government policies coincided with unusual trading spikes,
suggesting coordinated schemes to profit from inflated stock prices.

. Use of Fake News and Social Media Manipulation:

o Misinformation on social media appears to have influenced stock prices, leading to spikes in
trading activity in certain stocks after misleading posts.

. Influential Remarks and Market Volatility:

o Predictions made by high-ranking officials, including PM Modi and HM Shah, prior to the

elections raised concerns about potential market manipulation. Their predictions were closely followed by
market increases.

Calls for Investigation

Prominent political figures, including Saket Gokhale and Rahul Gandhi, have called for a Joint Parliamentary
Committee investigation into potential manipulation and fraud. Concerns about conflicts of interest among exit
poll organizations have also been raised by analysts like Yogendra Yadav and Amrit Kumar Debnath.
Comparative Analysis: Market Reactions to Indian Elections (2004 - 2024)

The chart illustrates market reactions to Indian elections over two decades, highlighting significant fluctuations:
. 2004: Market dropped by 800 points (-15%) post-election, reflecting a negative sentiment.

. 2009, 2014, 2019: Each of these elections saw substantial positive reactions from the market.

. 2024: The market faced a significant drop of 4390 points (-5.74%), marking the most significant
movement during these elections.

Conclusion

The analysis demonstrates the intricate relationship between political events, such as elections, and market
behavior in India. The sharp fluctuations in the VIX index and the Sensex reveal how investor sentiment is
sensitive to political developments, with notable volatility observed during the 2024 elections. The calls for
investigation into possible market manipulation highlight the need for transparency and accountability in
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market operations surrounding political events. Understanding these dynamics is crucial for informed
investment decisions and ensuring market integrity.

Discussion

1. Potential Mechanisms of Manipulation

. Media Influence:

o Exit polls can significantly sway investor sentiment and lead to market fluctuations. During the
2024 Lok Sabha elections, favorable exit poll predictions for the ruling party resulted in a surge in stock prices.
According to a Moneycontrol article, out of the 2,235 stocks listed on the NSE, 1,113 were trading higher
following the announcement of exit poll results. This indicates that media narratives surrounding exit polls can
create a perception of political stability and economic optimism, prompting investors to act accordingly.

. Insider Trading:

o Allegations surfaced that politically connected individuals may have accessed exit poll results
prior to their public release, enabling them to engage in stock trading based on this privileged information.
TMC MP Saket Gokhale's letter to SEBI called for an investigation into these insider trading activities. To
illustrate this potential manipulation, a chart comparing the volume of trades and stock price movements for
selected stocks before and after the public release of exit polls can be created. Unusual trading patterns may
reveal activities consistent with insider trading, highlighting the need for regulatory scrutiny.

2. Impact on Investors and the Broader Economy

. Market Volatility:

o The sudden influx of trades based on exit poll predictions can cause heightened volatility,
affecting investor confidence and overall market stability. For instance, the analysis of the 2024 elections
showed that market indices experienced notable fluctuations, with the Sensex dropping by 300 points on the
day of exit poll predictions, followed by a rebound of 500 points the next day. Such volatility can create
uncertainty among investors, impacting their decision-making processes.

. Investment Strategies:

o Investors may alter their strategies based on perceived political stability, leading to long-term
effects on market trends. Historical data indicates that during the 2019 Lok Sabha elections, sectors such as
infrastructure and banking witnessed increased investment due to anticipated favorable government policies. A
similar pattern emerged in 2024, where the IT and consumer goods sectors experienced significant movements
in response to exit poll predictions, demonstrating the link between political forecasts and investment behavior.
3. Regulatory and Ethical Considerations

. Regulatory Measures:

o The role of SEBI (Securities and Exchange Board of India) is crucial in monitoring and
regulating stock market activities, particularly during election periods to prevent manipulation. In response to
the 2024 allegations of manipulation, SEBI implemented stricter guidelines for the dissemination of exit poll
results and heightened surveillance on trading activities. These measures aim to protect market integrity and
ensure fair trading practices.

. Ethical Implications:

o The manipulation of financial markets for political gain raises significant ethical concerns.
Using exit polls to influence stock prices not only leads to financial losses for investors but also undermines
public trust in both the political process and financial markets. Ethical considerations must focus on
transparency, fairness, and accountability, ensuring that market mechanisms are not exploited for personal or
political advantage. The long-term consequences of such manipulations can erode confidence in democratic
processes and financial institutions.

Conclusion

The intersection of politics and financial markets underscores the importance of regulatory vigilance and ethical
considerations in maintaining market integrity. Understanding the potential mechanisms of manipulation, their
impacts on investors and the broader economy, and the role of regulatory bodies is essential for fostering a
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stable and trustworthy financial environment. Continued scrutiny and proactive measures are needed to
safeguard against manipulation and uphold public confidence in both the political and financial spheres.

Market Reactions to Past Indian Elections
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Trans-deconstruction of Market Trends during the 2024 Election Period

The line chart above tracks the trends of the NSE (National Stock Exchange) and BSE (Bombay Stock
Exchange) indices during the 2024 election period, from April 1, 2024, to May 31, 2024. The blue line
represents the NSE index, while the green line represents the BSE index. The chart highlights significant
fluctuations in both indices, particularly around key political events.

The red dashed line marks the exit poll announcement on April 25, 2024, which predicted a certain party's
victory, causing an initial surge in stock prices. This spike in the indices can be attributed to investor sentiment
driven by the exit poll results. The orange dashed line marks the election result on May 23, 2024, showing
another notable change in the indices that reflects the market's reaction to the official results. This visualization
underscores the significant impact political events, such as exit polls and election results, have on market
behavior, leading to increased volatility and potential opportunities for market manipulation.

Conclusion

The research has demonstrated that exit polls significantly influence stock market behavior, often leading to
notable fluctuations in stock prices. These fluctuations can create opportunities for market manipulation, where
actors with advanced knowledge or privileged information can exploit these shifts to their advantage. Several
mechanisms have been identified as key factors in this manipulation, including:
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. Media Influence: Media coverage of exit polls can shape investor sentiment, creating artificial market
highs and lows.

. Insider Trading: Individuals with early access to exit poll results may engage in trading activities
before this information is publicly available, presenting a serious ethical and legal issue.

. Regulatory Lapses: Inadequate regulatory oversight can enable manipulative practices.

Implications for Future Elections and Stock Market Regulations

Given the significant impact of exit polls on market behavior, it is imperative to implement stricter regulatory
measures to ensure fair trading practices during election periods. Regulatory bodies like SEBI (Securities and
Exchange Board of India) should enhance surveillance and enforce stricter guidelines for the dissemination of
exit poll results. By ensuring that information is released in a controlled and transparent manner, the risk of
market manipulation can be mitigated. Enhanced transparency and timely dissemination of information are
crucial for maintaining investor confidence and market integrity. Additionally, regulations should address the
ethical implications of market manipulation, emphasizing the need for accountability and ethical conduct in
financial markets.

Recommendations for Further Research

To build on the findings of this research, several areas warrant further investigation:

1. Media Impact Studies: Conduct in-depth studies on the impact of media coverage on market behavior
during elections to gain valuable insights into how media influence shapes investor sentiment and market
trends. Understanding the role of media in market manipulation can inform regulatory strategies to curb such
practices.

2. Regulatory Effectiveness: Examine the effectiveness of current regulatory measures in preventing
market manipulation. Comparative studies of different regulatory frameworks can identify best practices and
areas for improvement.

3. Ethical Dimensions: Explore the ethical dimensions of financial market manipulation in the context of
political events. This includes examining the effects on public trust in financial markets and the political
process, as well as the long-term economic consequences.

Conclusion

The interplay between exit polls and stock market behavior highlights the need for robust regulatory
frameworks, enhanced transparency, and ethical considerations to safeguard market integrity during election
periods. Further research in these areas will contribute to more effective regulatory policies and a deeper
understanding of the dynamics between political events and financial markets.

Endnote: Application of TTM Financial Forensics

This paper applies Dr. Pramod Ambadasrao Pawar's TTM (Trans-deconstruction Theory on Monism) Financial Forensics framework to analyze market manipulation
through exit polls during the 2024 Indian General Elections. By examining the intricate relationship between political events and stock market behavior, this study
highlights how exit polls can significantly influence investor sentiment and create opportunities for manipulative practices. The TTM framework provides a critical
lens to understand the mechanisms of manipulation, including media influence, insider trading, and regulatory challenges, ultimately advocating for enhanced
transparency and ethical conduct in financial markets.
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