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Abstract 

Fol' ally illvcslor in the stock l/1ol'kl!! .l'IIppo.l ed 10 considel' 101 (?(i//lemal alld eXlel'l7ol/ilc lOI'S he/ill'e' he 

iI/I e.l'l in/o slock IIUlrkel . Bosed Oil Ihol, one of'lhe exlernal/clc IOI'.\' Ihe cUl'remy exchallge roles how il is 
inAlle//ce Ihe stock /1/al'kct i.l' Ihemailloil1lof.lhisstudy.FolIl.l.eviewof.lilemlllres donc and idcnti/ied 
";tJ r csearch gop. The Sll((lv cOl'ers/ivc l'ori<lhlcs i .e. 5,'{:I/.I·C'X, Uns, EUR'U, Gnp ({Jul, YI:.N jill' a pcriod of' 

Iy iy(:'o rs i. e., Fom lu//um:v 20()() /0 March 2019 doi~v Ilric('.I· collected. The II/oi// ()hjeclil'('sf{1J' Ihe sllldv 

lid 10 t:heck the illlerc/epcf/(/cl/(Y and (, (.'ITc/O/io//.I· of stock mudel ol/d cllrre//cy ('xchlll/g!! rates. 

D } \'cr ip/ive .I'tolislics/inds tli(ll selected d011l (ll1d errurs arc not /lori/wllv di.llrih7lIcd. A ug mc l/ted Dickey 

Plliller tesl SIOli.l'/ic.I· I'esults indi{'(Jles Ih(ll , (illlhl:' selected l'(Jrillh/c.l' will he slatiO//(II ), oUirst dit/'erel1ce, 

hCflce cOllsidered log r eturns for tile sume. TIle multiple r egression all(J~vsis resulled Iho/, here is I/O 

sig ni/ic(Jnl il17/wcI of'selected elllH' lIcies exchonge /'{ft es 10 [lldioll slock e.n:h(JlIgc. Til rllll Grallgcl' 
Cdll.mlilY tesl idcllti/ied 8 log sln/{;/ure l'el{lIircd (/Ild resulled Ihol there i.l' II{) IIl1idircctilln(J1 CIIU.WlIiZV 
in/lucllce hf! IWC'clI the variah/c.l', hut bidirecliollul c(JII.mlity he/ll 'ccll u.sn dnd Sensex excepl the 

CllrrCJ1(Y exchonge or I N RIUSD no olher CIII'J'ell(Y iIJ/"lcIJce Ihe ."'·Iock I//(Jr/iel . H o we I ' {'/', renwillillg ({II 
.\Aected/(i/lr CllrrellCV does couse each olltcr, i. e. hidircctio"al. 7lte correctio" (.'(Jeflicit'll/ test r csulted 

1/1 II , Iherc i.l' nil corrc/otio" or /1cg /igihlc correl(/tio/1 belll 'ccil Indi(/ II .I'lock Jl/orkct (/1/(/ selcc led /()//r 

e'jrrea,:>" exehaage rales. Howe"er, Ihere w'e pasil;,'e carre/alh,m ,,,,wag Ihc/ 'lUr ,."","acie.'. 

Kt ywords: USD. E URO, Mllllil)le I'cg rc.\.I'ioll.\', Corl'c/atioll aJ/(1 Grtlll,!!,CI' c(lIl.mlily. 

I 

1. / INTRODt:CTlON cxchange and f(')ur exc hange rates confined to Indian 
context. 

bchall~e rate bc::tween the countries will ha ve lot of 
intbrnal~and external factors . very important qu~stion for 2. LITERATlJRE REVIEW 
an inve~tor IS. the exchange rates between the two 
co ntries rc::ally affects the stock exchange of the county') Najaf et al (20 16)(1), the research tile "A study of 
Or is there any interdependency between the exchange exchange rates movement an!1l stock market volatility". in 
ra t s and stock market? Which will help an investor to their study they usc::d two samplc units i.e. INR/USD 
taWe decision based on the same before he invest into exchange rate and Nifiy index va lues as two variables 
stdck market. As we know that , imports and exports from 200R to 2() In. they Llscd Granger causality test in 
be ween the countries playa vital role for countries to their research work to meet the objectives. Thc::y fo und 
minimize the disequilibrium. In the case of BOP that, there is unidirectional relationship between exchange 
digequilibrium and in the case of deficit country can rate and Nifty returns . The research gap fiJI' the study is 
su ~tain without changing its exchange rates or restoring to they only focu:-.ed two variables and considered two years 
wrtrol on its imports as long as. its stock of international data which is very less time period. ( I , 

liquidity holds out. [n case of surplus the country will 
aCFumulatc:: intemational liquidity and will continue to do Suriani et al (2015)(.11. in their research publication title on 
as /long as the surplus persists. " Impact of Exchange Rate on Stock Market'· , kept the 

objective to investigate the relationship between the stock 
1. . Scope of The Study market and exchange market of Pakistan. Used 

descriptive study and considered KSE as dependent 
TI~ is study is confined to test the interdependency of variable and exchange rate as independent variables. The 
s~lected four currency ~xchange rates to Indian stock data collected from 2004 to 2009. The major findings of 
m~rket and da ta for the same has considered 19 years. tlleir study indicate that, there is no relationship exists 
T Je scope is restricted to only se lected one stock between exchange rate an\1 stock price and both the 

variables are independent of each other. The research gap 
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I . 
AN EMPIRICAl. STl IBY ON IMPACT OF EXCHANGE RATES ON 

INDIAN STOCK MARKET . 

this s/udy are: nation, data collected (llll~' (,,' ,i\ yvar, and 

only wo variables considered i.e. exchanoe rate .I;: stock 
ex'~-h; nge prices.'l l 

Patel et al. (2013)i21 in their study title of "The Impact or 
Excl':ange Rate on Indian Stock Fxdlangcs like F3S E & 
NSE '. they framed objectives were to analyze 

depehdency and correlation of stock market on e:\change 
nr!e~ and used descriptive study. The study was on 
secohdary data. Daily closing price 01" exchange rates of 
BSE Senscx, NSF Nitty and exchange mte ti'om 2005 to 
20 I they have considered. From the data anal) sis they 

I- four !d thaI, correlation was negligible relation between 
II .bc range Rate and Nifty and negligible relation b~tween 

F:xc range rate and Sensex. The Research gap lor tIllS 
papM is only one exchange rate and only seven year data 

has taken for the study and 111all1 oblecllve they have kept 
on , :o rrelations(2) 

3. RESEARCH METHODOLOGY 

• 	 Typc of Rt~seardl: The study used here is 
descriptive research study as it seeks to idullify the 
kind of" rdatiollship existing between selected 
dcpcndcnt anti independent variables. The variables 

are in quant itative in nature. 

• 	 iVIt'thod of sampling: Sampling technique followed 
is Convcnience Sampling. Sample units dlosen arc 
one Indiall Stllck Market I.e. Sensex and 4 lllaJor 
Currency exchange rates. 

• 	 Sample Sizt': The study covers tive variables olle 
stock markCl and four exchange rates I.e. (Sensex. 
Lxchan!!c rate of" Dollar, luro. Pound and \len) I"or a 

period ~I" 19 years i.e .. ti'om January 200() to March 

2019 daily prices collected. 
I 	 Rcseart'il Tt~dlllique: Different research kchniqut's 

used for the study are; Descriptive Statistics . .Iarque
Bera test, Unit Root Test , Multiple-ll.egression 
Analysis, Granger Causality Test and Correlations 

3. Objectives 

)l)27()():~ ()()(). I 23X.792:\ 
0 OJ26l)()()6.1.96()~0 ()Minimum o 

11.9472 X.57\) 12X7lJ9. 16 
9.7675'1\<) 6D 7 0.1 () 1IOJ 

- 0.24143 0.73331 

Skewness 
 ')O.O~ 1>476 0.459503 3 0.21Wm 

2.17."\57 1.92943 2.050X6 
() 2.4X]\) 15Kurtosis I .J r.76.1660 

I :ru()() 57(UQ3 

Jarque-Bera 7 ' 207 .l)X()7 


257.9X4 
7 346.51)X74 

·~0.()5* « 1.05* 
Observation 

k I 44'1\<) 44X9 

<0.05*Probabilitl "0.05" <.:0.05* 

4489 441>9 44X<) 
Sources: COl1lplllcd bl' aUlJ/(J/"S. and "aluC's (Ire ('xjlressed 
in nominal /c'rms 

* Rejecl/he null hl·lm/hesis. 

Table I identifies that, all the variables except 
INRJEURO are positively skewed and Euro is negatively 
skewed. GBP and USD moderately skewed and Euro. 
S\:nscx and Yen are approximately symmetric. Since all 
the selected variables Kurtosis value is below 3 hencc it is 
Platvkurtic. Based on the Jarque Bera Test along with 
probability value which is less (han 0.05 as a signiticance 
value it ('aib to accept the null hypothesis, henee the 
selected data are not normally distributed . 

UNIT ROOT TEST 

H.. == Data has Unit Root (Non-Stationary). 

Tabl{' 2: ADF Test R('sults for all selected varh,blt's at 
Lt'vd and First Differcllce 

.--·-,-----,-~~~~~~~~r::..::.::.:.....-·----I 

SI. 
No 

Vari 
ablt' 
s 

At Lrwl At First DiffcJ'cllc{' 

ADFT-
Statisti 
c 

P-
Val 
uc 

Hypo 
th{'sis 

ADF 
T-

Stati 
stic 

p-
Val 
u{' 

lIypo 
thcsis 

I 
EUR 
0 

2.fl4676 
5 

0.18 
05 

A<.:ce 
Ilt Ho 

27 .00 
3 

< 
(J.OS 

Rc,iec 
t Ho 

2 GBP 
2.iB 639 

') 

O. IX 
41 

Acc<.: 
ot Ho 20.(1) 

< 
n.()5 

[{c.ice 
t Ho 

:1 
Sens 
\:x 

2.83(132 
3 

II. IX 
41 

Acc<.: 
ot Ho 64.1 

< 
D.05 

Rcj\:\: 
t 1-10 

4 

5 

usn 

YEN 

2.2()X53 
2 

2.58772 
5 

0.4'1\ 
41 

o.n 
6 

Accc 
ol Ho 
Ac<.:c 
nt Ho 

64.1 

64.1 

O. OS 
< 

0.05 

Rcjc<.: 
tHo 
Rejcc 
t Ho 

,,>'ourcex: Compllled hy aU/iTo!".\", and Falues (lrc expressed 
in /lominal/crllls4. RESULTS, ANAI,YSIS AND DISCUSSION 

Augmented Dickey Fuller test statistics results indicates
H : The errors are normall~' distributed. 

that , all the selected stock exchanges and four exchange 
rates will be stationary at first ditference and critical

Table I: D~~\:Ilv 've Statistics 
values are less than ADF test statistics at 5'X, level of 

INRI INRlGB INRIUS INRIYESENSE significance. Therefore, it accepts the null hypothesis at 
EURO P X D N level and reject null hypothesis at first difference. The 
62.1517 14754.3 51.3465 Figure J shows that. at level the selected prices are nOI1

8IN)72(; O.49(J<)7<)l~eaD 4 6 5 st;tionary and with log return the data set is changing to 
62.2900 15669.1 47.4200 stationary.

2 0 0.5015000 IK1.2600CI~ech" 
(N053091.4682 34352.7 

()I" ....'im..m 0[06.0281 9 0.721200 
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:;:> 0 0 0 

LRSense: x 

Figure I: Indices value at Level and at Log Return 

MULTIPLE REGRESSION ANALYSIS: 

H" = There is no signi ri cant impact of sel ec ted exchange 
rates to lndian stock exchange. 

00 

yet) = 'Ii\"' ",y(t ~ l) + f p, x (t ~ j)+ c, + v,(l iL ) = 1 

i= 1 

VAR lag Order Selection Crile"a 

I 

ndogeoous variables: EURO GBP SE:-lSEX USD YE:-l 
xo~",ous variables: C 

$amp!t: I 4791 

ndu~ obsemti ons: .wS ! 
La~ I.G.RL l.R I FPE AlC SC HQ 
0 -85 593.20 :-lA ; 6ge-I O )8 .20496 J821 211 38.20748 
t -6257938 45966.01 94t~J7 6 m 44JS n98728 27 .95950 
j ·62111.15 9341610 7723 299 27.74655 ~ 7.S2520 27. 77427 
j -6t676.25 866.6938 643203.9 27.56360 2767800 27 .60392 
4 -61148.00 105U 59 :·13805 4 n 33898 27. 4891 3 2739190 
S -60304 .65 1676.909 '56592.1 26.97)7 3 !7.1 5963 n03925 
6 -WT66.87 1068.121 1: 83"64 :2 26 74 486 2696651 26.82298 
7 -5908 7. 01 IJ48.7SJ c1175 S.1 264 5258 26 .70997 26.54330 
8 -58591. 83 981.J064' l7l0 7e';' 26.24273' 26 53587' 2634604' , 

• indicates ia~ order s(iemd bv the crill'lioll 
LR:_~(IIta! modIfied LR le~ SUti.<tIC (each Ie\! at ilo le-.-e!) 
fPE: Final predicti on error 

~_M4c info:mation enterlon 
SC: SehWJfZ infO!llUlion critttion 
HO: funnan·OuIlill lDfonnahon mll'l lon I 

Table 3: Multiple Regression Analysis of Indian Stork 
Market and Exchange Rates 

Dependent Ya" able : LKSD:S E\ 
letllod u ast Squares 

Date 05 07 19 TIme: 18:09 
amp:, (adlusted) 2 H89 

Ildueled observations: 4488 after adjustments 
V"iabi, CoeffICI ent Std. Ene I-S~tisti Prob. 

C 0.04 131 3 OO:2t!l 186660 0.062 
L1l..E l 'RO -0. 00~ 753 000 297( -092723_ 0.353. 
LRGBP OOOJ'~ 1 0003 809 (1 926 14 03 54 
LRUSD O.001 ~5O: 0.OO 3376! o37034 0.711 
LRYE:-" 0 .00 177~ 0 00 25691 0 69140 0.489 

jt-"IuarN 0.0004 30 \Iean dependent rar 0.(41)) 
f\diust, d R-;quar<d -0000-161 S.D. dep<ndent ViI! 14823 9 

E of regresSIOn t.48273 Akajke info criteri on 3.62676 
urn SQuarN Imd 9855. 878 Schwarz cIltn-l0n 3.63390 

Log lil<.elihood ·S!33463 lii1lJllall-Qutnn mtq 3.62928 
-statistic 0.482 576 Durbin-Watson stat 1.85608 

IPrIlblF-slatislic) 0.748573 

The table 3 shown above reveals that, considering BSE 
Sensex as dependent variables and remaining four 
exchanges rates are independent variables. Based on the 
result the coefficient is positive and Durbin Watson stat 
value is greater than r square and which is also indicate 
the mode' is til. The multiple regression malysis of t
statistics vallie with p-values are not significant hence it 
accepts the null hypothesis therefore there IS no 
significant impact of selected currencies exchange rates to 
Indian stock exchange. 

GRANGER CAUSALITY TEST: 

Table 4: Selection of VAR Lag Order 

yet) = I Uiy(t - i) + CJ + VI (t) 
i = l • 

The table 4 which resulted to be considered the number of 
lags to take /i)]" Cause and c: f/(:ct lest to rUII and the all LR, 
FP E. Ale. SC and IIQ mdhods suggest cOllsidering 8 lag 
struc,ture. Based on the lag structure further test of 
pairwise Granger Causa lity test followed in the table 5. 

Tal)le 5: Summary Rl'sult of Granger Causality Test 
r -

lPair"c5e Glange1 Causal ,r, Tests 
ISa;;;j;le 1< 791 I 
~..ag.<: 8 L I 
~H\polhesis: lObs f -Suli"jc Prob. iII'llolbMi. 
GBP dots nOl Gr;mger Calli< EURO , 44 81 IS 5 . ~ 1 6 [·m ~j"'l:-iul: 
EURO doo nOI Glanger Cause GBP 1800-10 '[·264 'keel :-luii 
SEl\SEXdQe, nOl GlanR<f Cau", H iKO , 4481 1.8tWJ4 P061 8 f'O.cctp: I'ui; 
EURO dots nOI Grang'" Cause SENSE 1.3 1714 P ', ~9 7 f>, ccept Nuil 
USDdoes not Glan..&.tt CallS' EURO ., 4481 25 L96 1 P0000 ~eJ"'1 :-luil 
EURO does not Granger Cause· VSD 184 .042 IE-269 ~jeel Null 
YENdoes nol Granga- Cause EL"RO I 4481 170.748 E-,, ~ ~jr(t Null 
EURO dot; nOI GI~er Cause YE)I 8t 2499 IE-110 ~jeel ~ull 

SE.1\SEX does DOt Glanser CaIIlt GBP I 448t 140511 .1888 f>,cupt Null 
GBP does DOl GI~Cause SENSEX 0.813 75 .5903 f>,ccept Null 
~_does DOt Gran~ Cause GBP , 4481 93 5471 E-t44 ~«1 Null 
GBP doe. not Grm'&<f Caust USD 156.058 ~E -m ~<jeel \'utl 
YE Ndoes not Gran~" Cause GBP I 4481 172.089 E-2>l ~eel Null 
GBP does DOl Grana'" Cau", YEX lJ 6621 .E·52 ~ejeel Null 
usn as.DDlGrltIIpCue SENSE.X I 4481 l3S339 .0160 ~tidI 
SENSEXdoes IIIIt GlaDIs CIWr usn 3.02752 .0021 ~NalI 
YEN does DOt GIang" Cause SE"ISEX I 4481 138014 .199 1 \Accept )lull 
SEt,\SEX does not Gran.~er Caust YEX 1.50396 .1502 f>,ccept Null 
YE N does DOl Gran!!C" Cause USD I 4481 323.223 .0000 ~«t Null 
USD does not Gran~er Cause YEl\ 50.5776 .E-79 lRej«t Null 

The Granger Causality te~ t explains any pair of variables 
there is possibility of lunidirectional or bidirectional 
causality on none. Finally. the result of pairwise Granger 
Causality test reported in table 5 there is no unidirectional 
causality influence between the variables, but 
bidirectional causality between USD and Sensex except 
the currency exchange of INRJUSD no other currency 
int1uence the Stock market. However, remaining all 
selected four currency does cause each other i.e. 
bidirectional. 
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ble 6: Summary of Correlation among Sell'fll'd 
Variables 

Ai per the objective or this paper to find the correction 
bCitween currency exchange rates and stock market the 
J'e~ult 111 the table 6 reveals that there IS no correlation or 
ndgligible corrdation between Indian stock market and 
selected f<llir currcllcy cxchange rates. However there an:~ 
P(f itive correlations among the four currencies. 

5. 	 CONCLUSION 

"II is study is made the attempt to investigate Ihe natural 
as. ociation between the stock market and currency 
e) changc rates intem this will help for the inve~ ; t(lr to tak~ 
d~l'isi()ns while their investment in stock mar ke t. In the 
process or investigation idcntified that. there is no impact 
of! CUITl'lll'y exc hange rates to Indian stock market and no 
c( rn:lations bdween selected currency exchanges to stock 
OlArket. Ilowc\'cL amont! selected four currencies onlv

I -	 , 
U ~ l) dOL'S ca,lIse Indian Stock markct and Indian Stock 
mhrkct does cause usn. 
I 
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