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The Closing Bell,
Recoded

How SEBI's new Closing Auction Session rewrites the last
fifteen minutes of the Indian trading day = and what a
2,200-point Sensex swing on expiry day just taught the
market about it.

A first-principles explainer on market microstructure, price
discovery, and the mechanics behind India’s official
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EXECUTIVE SUMMARY

Twenty minutes now decide
the official price of the day.

On 3 August 2026, SEBI replaced the way India calculates a stock’s official closing price. For
roughly 200 shares that carry futures & options contracts, the old method - a simple
volume-weighted average of trades in the last 30 minutes - gave way to a Closing Auction
Session (CAS): a 15-to-20-minute call auction, modelled on how the NYSE, London Stock
Exchange and Nasdaq already close, in which buy and sell orders are pooled and matched
at a single equilibrium price. The stated goal was simple - make the closing price harder
to nudge and easier to trust, since that single number quietly drives derivatives settlement,

index rebalancing and mutual fund NAVs every single day.

The new mechanism got its first real stress test on 27 August 2026, the first monthly F&O
expiry since CAS went live. Between 3:18pm and 3:23pm, the Sensex’s indicative auction
price plunged over 2,200 points, recovered nearly 2,000 of them in the following seven
minutes, and finally closed just 539 points (0.70%) lower at 76,934 - while the Nifty, on the
more liquid NSE, barely moved. Social media did the rest: one widely shared post worked out
that a hypothetical 1-lakh options bet placed at 3:15pm could have returned 244 lakh five
minutes later. SEBI's chairman has since ruled out rolling the mechanism back, and most
analysts trace the swing not to a design flaw but to something more mundane - thin
cash-market liquidity on the BSE colliding, for the first time, with a derivatives expiry inside a

brand-new auction window.

15-20 min ~200 2,200 pts +3%

Length of the new Closing Stocks currently covered Sensex's 5-minute plunge Price band around the
Auction - on 27 Aug 2026, its first reference
Session, 3:15pm- all names with live F&O CAS expiry price throughout the
3:30/3:35pm contracts auction
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[O1 - FIRST PRINCIPLES

Why the closing price matters
more than any price all day.

A stock trades thousands of times a day, but only one of those prices gets remembered: the close. It
is the number index providers use to calculate the Sensex and Nifty, the number exchanges use to
settle expiring futures & options contracts, the number mutual funds use to compute your fund's
NAV, and the number ETFs use to rebalance. AlImost nothing else in the market is asked to do so
much work with so little margin for error.

Until 3 August 2026, India calculated it the simple way: the volume-weighted average price (VWAP)
of every trade executed between 3:00pm and 3:30pm. The logic was reasonable - average out 30
minutes of trading and you smooth out any one order's influence. The flaw was also simple: because
the formula was known and public, a trader with a large enough order could concentrate buying or
selling in the last few minutes and measurably drag the average toward a price that suited them -
particularly in thinly traded stocks, or right before a derivatives expiry when the closing price
determines who gets paid.

THE FIX

CAS throws out the running average and borrows a mechanism used at the NYSE, LSE, Nasdaq and
Euronext: a call auction. Instead of prices being set trade-by-trade as orders arrive, every buy and
sell order placed during the window is collected first, without being executed, and revealed only
when the window closes. The exchange then finds the single price at which the largest number of
shares can be matched - the equilibrium price - and that becomes the day'’s official close.
Nobody trading inside the window knows the final price in advance, which is what makes it much
harder to manufacture.

OLD METHOD - VWAP NEW METHOD - CAS AUCTION

avg = closing price

pooled, unrevealed

price

buy & sell orders single
' equilibrium

3:00pm 3:30pm 3:15pm 3:30-3:35pm
Every trade in the last 30 min counts - a large, concentrated Orders are blind until the window shuts; price is set once, at
order can visibly bend the average. the quantity that clears the most shares.
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|02 - THE MECHANICS

Fifteen minutes, four phases,
one random deadline.

CAS applies only to the roughly 200 stocks with live F&O contracts; every other listed stock keeps
closing the old way at 3:30pm. For an eligible stock, here is what actually happens in the final stretch

of the day:
3:00pm 3:15pm 3:15-3:28/30pm 3:30-3:35pm 3:40pm
Reference-price Trading stops; VWAP Order entry, within a Equilibrium price set, F&O contracts on
window opens (3:00-3:15) sets ref. price +3% band; random close published as official close these stocks stop

The order-entry window closes at a random second between 3:28pm and 3:30pm, precisely so nobody can time an order for the
very last tick.

Feature Old regime (pre-3 Aug 2026) Closing Auction Session
Basis for close VWAP of trades, 3:00-3:30pm Single matched equilibrium price
Visibility Continuous, price visible trade-by- Orders blind until the window shuts
trade
Gaming risk A large late order can bend the Bounded by a £3% band + random close
average
GTT / alerts Trigger up to 3:30pm Trigger only up to 3:15pm for these stocks
Global precedent Largely India-specific Modelled on NYSE, LSE, Nasdaq, Euronext
closes
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Expiry day, take one:
the 2,200-point five minutes.

27 August 2026 was the first monthly F&O expiry since CAS launched - the exact scenario the
mechanism was built to handle cleanly. Instead, between 3:18pm and 3:23pm, the Sensex’s
indicative auction price fell from around 77,200 to roughly 74,983, a plunge of more than 2,200
points, before clawing back nearly 2,000 of them by the time the auction closed. The index finished
the day at 76,934, down 539 points (0.70%) - a fairly ordinary close for what was, for five minutes, an
extraordinary chart.

77,47G

close 76,934
 J

76,200

74,980
low ~74,983

3:00pm 3:15pm 3:18-3:23pm 3:30pm close

Sensex indicative path through the 27 Aug 2026 auction window - waypoints reconstructed from reported figures; illustrative, not a
tick chart.

2,200+ pts ~2,000 pts 539 pts Nifty flat

Fall in 5 minutes, Recovered in the Net close, down 0.70% NSE's index stayed
3:18pm—3:23pm following 7 minutes from the prior session comparatively stable

"Power of CAS" - a SEBI-registered analyst, illustrating that a hypothetical 1-lakh options bet
placed at 3:15pm could have returned roughly 44 lakh five minutes later.

A HYPOTHETICAL, WIDELY-CIRCULATED EXAMPLE ON X - NOT A TRADE RECOMMENDATION - 28 AUGUST 2026
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/|04 - THE DEBATE

A design flaw, or just
a thin-liquidity problem?

SEBI's response was swift and unambiguous: chairman Tuhin Kanta Pandey stated at a conference
shortly after that there would be no changes to CAS. Most market technicians landed on a narrower
explanation than "the mechanism is broken” - the swing was concentrated almost entirely on the
BSE, where the Sensex is calculated, while the NSE's Nifty barely wobbled through the same window.

The reason, several derivatives analysts pointed out, is a liquidity mismatch that has nothing to do
with the auction design itself: the BSE carries roughly 35% of India’s F&O market but only about 5%
of cash-market trading volumes. An auction is only as stable as the number of real buy and sell
orders sitting inside it - thin cash volumes on the exchange where the derivatives math was
heaviest, on the very first expiry the new mechanism had to absorb, made a sharp air-pocket more
likely, not less.

BSE'S MARKET SHARE WHAT ANALYSTS SAID

F&0 (derivatives) market CAS is a fairly new mechanism with sound

_ 35% intentions - but BSE's thin cash-market volumes
were the likely trigger for the sharp spikes.

Cash (equity) market volumes PARAPHRASED - TECHNICAL ANALYST, EQUITY &
. ~5% DERIVATIVES, ANGEL ONE

Heavy expiry-day derivatives flow, thin underlying
liquidity to absorb it - a combustible mix in a new auction. Investors got swept up n the technology—y‘evolution

story of new market plumbing - and any new
system, however well-designed, takes a few sessions
to find its feet.

PARAPHRASED - ASSET MANAGER COMMENTARY, LATE
AUGUST 2026

WHY IT MATTERS

A closing-price mechanism is judged less by its calmest day and more by its worst one. CAS passed its

first real stress test in the sense that the system didn't fail to produce a price - but the episode is a

reminder that an auction is only as orderly as the liquidity feeding it, and BSE-listed derivatives now sit on
top of a comparatively thin cash-market base.
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/|05 - THE BIGGER PICTURE

India just joined a club
most large markets are already in.

Closing auctions are not a novelty - they are how most of the world's deepest equity markets
already set their official price. The NYSE's closing auction is the single largest liquidity event of its
trading day, averaging roughly $18.9 billion in daily notional and a record 605.5 million shares a
day in Q1 2026 alone. Index providers like FTSE Russell lean on these auction prices, not last-traded
prices, to calculate benchmarks across the NYSE, Nasdag, London Stock Exchange and other major
developed markets. As more capital is managed against an index and more funds are measured
against the official close, the last few minutes of the day have become the most heavily attended
minutes of the day - everywhere, not just in India.

Seen against that backdrop, CAS is less a radical experiment than a belated alignment: India’s
derivatives market has grown large enough that the old VWAP close was becoming a genuine soft
spot, and the fix borrows a well-tested global template rather than inventing a new one. The rough
first expiry doesn't undercut that logic so much as confirm the obvious: a market structure change
of this size needs more than three weeks and one expiry cycle to be properly judged, and the
number of eligible stocks is still expected to widen from the initial ~200 as SEBI gathers more data.

$18.9B 605.5M 3 Aug 26 1

NYSE's average daily Record shares/day in CAS go-live date for Monthly expiry survived so
closing- NYSE's India’s far -
auction notional value closing auction, Q1 2026 ~200 F&O-eligible stocks with a lot more to come

THE TAKEAWAY

A closing-price mechanism is market plumbing, not a headline feature - it only gets noticed when
something looks strange on the surface. What the 27 August swing really measured wasn't CAS's design so

much as how thin one exchange's cash-market liquidity still is beneath a fast-growing derivatives book.

Expect regulators to keep watching, not rewriting, as more expiries - and more data - roll through the new
15-minute window.

INFORMATIONAL ONLY; NOT INVESTMENT ADVICE.
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