L)

International Journal of Creative and Open Research in Engineering and Management  § it '
ISSN: 3108-1754 (Online) XN

Volume 02 Issue 08 August-2026 | Impact Factor: 3.5 Xyl

A Study on Foreign Exchange Market Analysis with Reference to US Dollar

1. CHINTHALA PAVAN KUMAR (24UJ1E00E0) Student of 2™ Year MBA,
Malla Reddy Engineering College and Management Sciences, Medchal, Hyderabad — 501 401.

2. D THARANGINI, Assistant Professor Dept of MBA,
Malla Reddy Engineering College and Management Sciences, Medchal, Hyderabad — 501 401

ABSTRACT

The foreign exchange market is the world's largest financial market and plays
an important role in international trade, investment, and economic growth.
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@ () | open ) access CHAPTER 1: INTRODUCTION

The foreign exchange market, commonly known as the Forex or FX market,
d is one of the most important components of the global financial system. It
https://doi.org/10.55041/ijcope.v2i8.162 provides a platform for buying and selling different national currencies and
supports international transactions undertaken by governments, financial
institutions, multinational corporations, exporters, importers, investors, and

individuals. It is the world's largest and most liquid financial market, operating continuously across international time
zones during business weekdays. Exchange rates determine the value of one currency relative to another and directly
influence international trade, investment, travel, education, remittances, and business activities. The Indian Rupee—US
Dollar exchange rate is particularly important because the United States is a major trading and investment partner of
India. Changes in the INR-USD exchange rate influence India's imports, exports, foreign exchange reserves, inflation,
balance of payments, investment flows, and economic growth. Appreciation of the Indian Rupee can reduce import costs
but may make Indian exports less competitive. Conversely, depreciation can improve export competitiveness while
increasing the cost of imported crude oil, machinery, electronics, and other necessities. Several economic and financial
factors influence exchange-rate movements. Inflation, interest rates, economic growth, foreign investment, trade
balances, foreign exchange reserves, investor confidence, government policies, and political stability are important
determinants. International events, geopolitical tensions, financial crises, commodity-price changes, and global
economic conditions can also cause significant currency fluctuations. The Reserve Bank of India plays an important role
in maintaining foreign-exchange-market stability through monetary policy, foreign-exchange-reserve management,
monitoring capital flows, and market intervention when necessary. Technological developments such as electronic
trading, digital banking, algorithmic trading, artificial intelligence, blockchain, and financial analytics have also
improved market efficiency and transaction speed.

Exchange-rate volatility affects businesses differently. Export-oriented sectors can benefit from rupee depreciation,
whereas import-dependent industries may experience higher costs. Stable exchange rates reduce uncertainty, encourage
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foreign investment, support international trade, improve corporate profitability, and contribute to sustainable economic
growth. Therefore, analyzing INR-USD exchange-rate behavior is important for investors, businesses, policymakers,
financial institutions, exporters, importers, and researchers. The present study focuses on these relationships and
examines measures that can improve exchange-rate stability and foreign-exchange risk management.

CHAPTER 2: REVIEW OF LITERATURE

Sharma and Gupta (2018) found that stable exchange rates encourage international trade, foreign capital and corporate
confidence, whereas excessive volatility increases uncertainty. Kumar and Verma (2018) identified inflation, interest
rates, foreign-exchange reserves and international capital flows as major influences on the INR-USD exchange rate.
Reddy and Rao (2019) reported that rupee depreciation increases import costs while improving export competitiveness.
Singh and Mehta (2019) emphasized the role of monetary policy and interest-rate decisions in reducing exchange-rate
volatility. Patel and Shah (2020) found that exchange-rate stability encourages foreign direct investment and economic
growth. Nair and Joseph (2020) highlighted global financial crises, trade policies, geopolitical developments and crude-
oil prices as important influences on currency movements. Chandra and Arora (2021) emphasized foreign-exchange
reserves as a source of currency stability. Gupta and Ramesh (2022) observed that exchange-rate movements create both
opportunities and risks for international businesses. Prasad and Kiran (2023) found that fintech, electronic trading, online
banking and artificial intelligence improve market efficiency. Malhotra and Jain (2024) emphasized continuous
monitoring of inflation, interest rates, monetary policies, geopolitical developments and international investment flows
for maintaining INR-USD stability.

CHAPTER 3: OBJECTIVES OF THE STUDY

1. To research the idea and operation of the foreign exchange market.

2. To investigate the variables affecting the Indian Rupee's value in relation to the US Dollar.

3. To examine how changes in exchange rates affect global investment, trade, and financial markets.

4, To assess the Reserve Bank of India's contribution to the stability of the foreign exchange market.

5. To make appropriate recommendations for enhancing exchange-rate stability and foreign-exchange risk
management.

CHAPTER 4: RESEARCH METHODOLOGY

The study follows a descriptive research design using primary and secondary data. Primary data were collected through
a structured questionnaire from 100 respondents selected through convenience sampling. Secondary information was
obtained from RBI reports, government publications, journals, books, financial reports, and research articles. Percentage
analysis was used to organize and interpret responses. The methodology is directly based on the uploaded report's design,
data sources, sampling method, sample size, questionnaire, and analysis technique.

4.2 APPROPRIATE STATISTICAL TOOL

Percentage Analysis

The percentage analysis technique is the appropriate statistical tool used in the uploaded report. Responses from the
100 respondents were categorized, tabulated, and expressed as percentages to interpret their opinions regarding the
foreign exchange market and INR-USD exchange rate.

Total respondents = 100

Hypothesis stated in the uploaded report

. Ho: The performance of financial markets is not significantly correlated with changes in foreign
exchange rates.

. Hi: The performance of financial markets is significantly correlated with changes in foreign exchange
rates.

Statistical note: The uploaded report states these hypotheses but reports percentage analysis rather than a calculated
correlation coefficient or significance value. Therefore, no additional inferential result is being invented here.
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CHAPTER 5: DATA ANALYSIS AND INTERPRETATION

Table 1: Knowledge of the Foreign Exchange Market

Response Respondents | Percentage (%)
Strongly Agree 35 35

Agree 41 41

Neutral 12 12

Disagree 8 8

Strongly Disagree | 4 4

Total 100 100

Interpretation: A combined 76% of respondents either strongly agree or agree that they have knowledge of the foreign
exchange market. This indicates that the majority of respondents have a solid understanding of the market and its role
in international transactions..
Table 2: Impact of Exchange Rate Changes on Global Trade

Response Respondents | Percentage (%)
Strongly Agree 34 34

Agree 42 42

Neutral 12 12

Disagree 8 8

Strongly Disagree | 4 4

Total 100 100

Interpretation: A combined 76% of respondents agree or strongly agree that exchange-rate changes affect global trade.
The result supports the study's view that currency movements influence international trade, particularly import costs and
export competitiveness.
Table 3: INR-USD Exchange Rate Is Affected by Inflation

Response Respondents | Percentage (%)
Strongly Agree 36 36

Agree 40 40

Neutral 12 12

Disagree 8 8

Strongly Disagree | 4 4

Total 100 100

Interpretation: A combined 76% of respondents agree or strongly agree that inflation affects the INR-USD exchange
rate. This indicates that respondents recognize inflation as an important macroeconomic factor influencing currency

movements.

CHAPTER 6: RESULTS OF THE STUDY

1. The foreign exchange market plays an important role in international trade, foreign investment,
financial stability, and economic growth.

2. The study finds that inflation, interest rates, foreign-exchange reserves, trade balances, foreign
investment, and global economic conditions are major factors affecting the INR-USD exchange rate.

3. The majority of respondents recognize the importance of the foreign exchange market in international
transactions.

4, 76% of respondents either strongly agree or agree that exchange-rate changes affect global trade.

5. 76% of respondents either strongly agree or agree that inflation affects the INR-USD exchange rate.
6. Exchange-rate depreciation of the Indian Rupee can improve export competitiveness while increasing
the cost of imported goods such as crude oil, machinery, and electronics.

7. Exchange-rate volatility creates financial uncertainty for exporters, importers, and multinational
corporations.
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8. The Reserve Bank of India contributes to exchange-rate stability through market intervention,
foreign-exchange-reserve management, and monetary policy.

9. Foreign-exchange reserves strengthen the country's ability to manage external economic shocks and
support currency stability.

10. Digital banking, electronic trading platforms, and other technological developments have improved
foreign-exchange-market efficiency and transaction speed.

11. Stable exchange rates encourage investor confidence, foreign direct investment, international trade, and

sustainable economic growth.
12. Effective foreign-exchange-market management improves corporate performance, supports
international trade, and contributes to India's financial stability.

CHAPTER 7: SUGGESTIONS
1. Strengthen monetary policy: The Reserve Bank of India should continue appropriate monetary
policies to reduce excessive exchange-rate volatility and maintain investor confidence.
2. Promote exports: The government should encourage export expansion and diversify export markets to
improve the trade balance.
3. Reduce excessive import dependence: Greater attention should be given to reducing unnecessary
dependence on imports.
4. Provide foreign-exchange-risk education: Financial institutions should educate exporters, importers,
and business organizations about effective currency-risk management.
5. Increase use of hedging instruments: International businesses should make greater use of forward
contracts, futures, options, and currency swaps to reduce exchange-rate risks.
6. Monitor macroeconomic factors: Inflation, interest rates, foreign capital flows, and global economic
developments should be continuously monitored.
7. Adopt financial technology: Blockchain, digital-payment systems, artificial intelligence, and
electronic trading platforms should be further adopted to improve transparency and efficiency.
8. Strengthen foreign-exchange reserves: The government should continue building adequate foreign-
exchange reserves to improve India's capacity to manage external financial shocks.
9. Improve investor awareness: Investor-education programmes should increase awareness about
currency movements and international financial markets.
10. Promote exchange-rate stability: Effective implementation of these measures can strengthen
international trade, attract foreign investment, reduce currency-related risks, and support sustainable economic
growth.

CHAPTER 8: CONCLUSION

The foreign exchange market is an essential component of the global financial system because it facilitates international
trade, investment, financial transactions, and economic growth. This study examined the foreign exchange market with
specific reference to the Indian Rupee and US Dollar and analyzed the major factors influencing exchange-rate
movements. The findings indicate that inflation, interest rates, foreign-exchange reserves, monetary policy, foreign
investment, trade balances, and global economic conditions have an important influence on the INR-USD exchange
rate. Exchange-rate changes subsequently affect imports, exports, corporate profitability, investment, investor
confidence, and financial-market stability. The analysis of the three selected tables shows that 76% of respondents
positively assessed the effect of exchange-rate changes on global trade, while 76% agreed that inflation affects the INR—
USD exchange rate. These results demonstrate the importance respondents attach to macroeconomic factors and
currency movements. The study also emphasizes the important role of the Reserve Bank of India in exchange-rate
management through monetary policy, market intervention, and foreign-exchange-reserve management. Technological
developments, including digital banking and electronic trading systems, have further improved the efficiency of foreign-
exchange transactions.
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