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UNRAVELLING THE DISPARITY
Difterent Prices of the Same Stock
in Bombay Stock Exchange (BSE) and
National Stock Exchange (NSE)

Mohamed Navas K
Assistant Professon
"G Department of Commerce

ABSTRACT

Discrepancies in the prices of identical stocks listed on
ditferent stock exchanges have been a persistent and intriguing
phenomenon in financial markets. This paper examines the
underlving causes of price disparities between stocks trading
on the Bombay Stock Exchange (BSE) and the National Stock
Exchange (NSE) in India. 1t delves into the factors, both
structural and behavioural, contributing to these disparities and
explores their implications for investors and market efliciency,

INTRODUCTION

The Bombay Stock Exchange (BSE) and the National Stock
Exchange (NSE) are the two primary stock exchanges in India,
playing a crucial role in the country’s capital market. While
both exchanges tacilitate the trading of the same stocks, it is not
uncommon to observe price discrepancies tor the same stock
listed on the BSE and the NSE. In this article, we delve into the
reasons behind these divergences and explore the implications
for investors and traders.

Understanding the Price Disparities

Price ditferences between the BSE and NSE for the same
stock stem from a variety of factors, including:

«  Market Microstructure: Each stock exchange hasits own
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market microstructure, including order matching mechanisms,
trading rules, and regulations. These differences <an result in
varuations in price discovery and order execution, leading to
divergent prices

. Ligmdity and Trading Volumes: Liquidity. the ease of
buying or sclling a stock without sigmificant price impact, plays
a crucial role i price formation. Differences in hiquidity levels
and trading volumes between the BSE and NSE can contribute

te divergent prices, particularly for stocks with lower trading
volumes

«  Arbitrage Opportumities: Price dispanties between
the BSE and NSE create opportumities for arbitrage traders to
profit from the discrepancies. Arbitrageurs exploit the price
differences by simultaneously buying the stock on the exchange
with the lower price and sclling it on the exchange with the
higher price, gradually narrowing the gap.

. Information Asymmetry: Differences in  the
dissernination of information between the BSE and NSE can
lead 1o temporary price divergences. If market-moving news or
corporate announcements are disseminated on one exchange
before the other, it can result in a lag in price adjustment and
cause prices to vary.

Implications for Investors and Traders:

« Trading Strategies: Price disparities between the BSE
and NSE provide opportunities for traders to capitalize on short-
term price discrepancies Traders can employ strategres such
as arbitrage or statistical analysis to profit trom the temporary
gaps. although execution speed and transaction costs must be
carefully conaidered.

«  Liquidity Considerations: Investors and traders should
pay attention to haquidity levels on both exchanges when
executing trades. Lower hquudity on one exchange may resull
in limited order matchung and potentually higher transaction
costs, tmpacting overall trade execution

. Risk Management P'rice divergences between the list
and NSE introduce risks lor investors and traders Fluctuations
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m prces may atfect the performance of trading strategies
mnd incTease exposure to market volatlity. Adeguate nisk
MAnITTMnt measures. such 25 stop-loss orders or position
unng. shoubd be emploved 1o mitigate these risks.

Efforts to Reduce Discrepancies:

Regulatory bodies and exchanges in India have implemented
measures 10 reduce prce divergences between the BSE and
NSE. These inchode

« Co-lncanon Faalities: Exchanges offer co-locanion
sernces that aliew market partaapants to place ther trading
SeTvers 10 prommuty 1o the exchanges trading infrastructure.
Thes heipe reduce latency and promotes fairer access to market
data and Avecuton

«  IMegrabon of Trading Svstems Initiatrves have been
uadertaken 1o wntegrale the trading svstems of the BSE and

NEE, enabimg ehoent onder routing and reducng the ume lag

I PO dissermimanaon

CONCLUSION

Pz dopunmes for the same stock between the BSE and
NSE are 2 common eoczmence m the Induan czpmtal market
Whale these drumepunoes present opportunmes for tradens,
ey abo rane Challenges and maks Understanding the facton
Thal comnitxate o the drverpenons and staving abreast of market
developments and trading stratepes can help investons and
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