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IMPACT OF CROSS-BORDER FACTORS ON INDIAN STOCK MARKET – WITH SPECIAL REFERENCE TO 
EXCHANGE RATE 

 

K.NATARAJAN 

Ph. D. RESEARCH SCHOLAR 
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ANNAMALAI UNIVERSITY 

ANNAMALAI NAGAR 

 

Dr. L. GANESAMOORTHY 

ASST. PROFESSOR IN COMMERCE 

GOVERNMENT ARTS & SCIENCE COLLEGE 

MANALMEDU 

 
ABSTRACT 

The present study analysed causal relationship between exchange rate and Indian stock market. The study collected daily data of exchange rate and the indices of 

BSE500 and NSE500 for 14 years from 1.1.2002 to 31.12.2016. The researchers applied descriptive statistics and Granger causality test as statistical tools. The study 

evidenced that the fluctuation in exchange rate do not have granger cause on the movement of Indian stock market in terms of BSE500, but it has granger cause 

on NSE500. Surprisingly, the movements of Indian stock market have granger cause on the fluctuation of exchange rate both in terms of BSE500 and NSE500. 

 

KEYWORDS 
stock market, index, causal relationship, impact and exchange rate. 
 

JEL CODES 
O24, F31. 

 

INTRODUCTION 
old is the common commodity which is accepted in all countries for international trade. Currency of a particular country is accepted with in the country 

only. In case of international trade exports accept either gold or US$ as common exchange. On daily basis exchange rate of US$ has been determined 

against currency of almost all the countries. The exchange rate is fluctuating daily. Fluctuation in exchange rate of US$ against Indian currency (Rupee) 

affects the businesses of the country to some extent. Foreign investors are investing their money in Indian stock market to larger extend during recent decades. 

They bring considerable amount of foreign exchanges in to the country. At the same time, if they sale more in the share market due to not favourable market 

conditions, they take back foreign currencies to their own countries. Hence fluctuation in exchange rate of Indian rupee against US$ may affect share market in 

India. Few previous studies have identified results in favour and against the hypothesis during different period of time using yearly, monthly and very few used 

daily data. The current research has analysed the impact of exchange rate of Indian stock market in terms of the broad based indices of BSE500 and NSE500 using 

Granger causality test.  

 

REVIEW OF LITERATURE 
Manish Kumar (2014) in his study found that stock prices, exchange rate and oil prices were not co-integrated. Oil price and exchange rate had a positive and 

statistically significant effect on Indian stock market. Samveg Patel (2012) in his study evidenced that the international factor, exchange rate had significant infor-

mation to forecast the market. He also evidenced that gold price, and oil price also were major determinants of Indian stock market. Divyang Patel and Nikitakagal-

wala (2013) in their research found that there was no relationship among exchange rate with Nifty and Sensex and the exchange rate had low significant impact 

in Nifty and Sensex. Taraknath Sahu et al (2014) in their study found that long-run co- integration relationship was found between Crude oil and exchange rate; 

the study also found that Crude oil and exchange rate did not affect Indian stock market significantly. 

 

OBJECTIVE OF THE STUDY 
To study the causal relationship between exchange rate and Indian stock market. 

 

METHODOLOGY  
For the purpose of the study the researchers collected daily data of the variables exchange rate, the indices of BSE500 and NSE500 for the period of 14 years from 

2002 to 2016. A total number of 3740 daily observations are used for analysis. The data of BSE500 was collected from official website of BSE (www.bseindia.com) 

and the data of NSE500 was collected from official website of NSE (www.nseindia.com). The data of silver price was collected from the financial website of 

www.in.investment.com. The study has employed descriptive statistics, Kurtosis and Skewness test and Jarque-Bera to test normality. Granger casualty test has 

been applied for the study. It examines causal relationship between two time series data. In this study, the test has been applied to know causal relationship 

between Indian stock market and exchange rate. 

 

RESULTS AND DISCUSSION 
Table 1 describes the variables selected for analysis. It brings the results of mean, median, minimum and maximum values during the period, standard deviation, 

Skeweness, Kurtosis, Jarque-Bera test and its P- value for the variables BSE 500, NSE 500 and exchange rate of Indian rupee against US$. 
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TABLE 1: DESCRIPTIVE STATISTICS 

Statistics  BSE500 NSE500 Exchange Rate 

Mean 5889.91 3712.44 50.57 

 Median 6386.89 3970.55 47.31 

 Maximum 12074.35 9436.95 68.81 

 Minimum 1002.93 671.55 39.08 

 Std. Dev. 3069.01 1919.75 8.15 

 Skewness 0.09 0.13 0.83 

 Kurtosis 2.08 2.14 2.38 

 Jarque-Bera 137.54 126.36 492.80 

 Probability 0.00 0.00 0.00 

 Observations 3740 3740 3740 

Source: Computed from Secondary Data 

It is known from table 1 that the mean value of exchange rate is Rs.50.57 against US$ during the period of study. The minimum, maximum values and standard 

deviation exchange rate are Rs.68.81, Rs.39.08 and Rs.8.15, they show moderate level of deviation in exchange rate from mean value. The calculated value of 

exchange rate is 0.83 and it is 0.09 and 0.13 for BSE500 and NSE500 respectively. These positive results show that these variables are positively skewed. In other 

words, there is more positively for positive return on these variables than negative returns. The calculated value of kurtosis of exchange rate is 2.38, it shows 

normal distribution of data, but is less than 3, hence it is less peaked than normal distribution of exchange rate. The calculated value of Jarque-Bera test for 

exchange rate is 492.80, it is statistically significant at percent level. Hence the data of exchange rate is normally distributed. 

Table 2 brings out the results of Granger Causality test between exchange rate and Indian stock market in terms of BSE500 and NSE500. It also shows the null 

hypotheses framed and their significance. 

 
TABLE 2: GRANGER CAUSALITY BETWEEN EXCHANGE RATE AND INDIAN STOCK MARKET 

BSE500 

Null Hypothesis Obser-vations F-Statistic Prob Hₒ 

Exchange Rate does not Granger Cause BSE500 
3738 

1.4261 0.2404 Accepted 

BSE500 does not Granger Cause Exchange Rate 11.6595 0.0000 Rejected 

NSE500 

Null Hypothesis Obser-vations F-Statistic Prob Hₒ 

Exchange Rate does not Granger Cause NSE500 
3738 

6.9879 0.0009 Rejected 

NSE500 does not Granger Cause Exchange Rate 5.9081 0.0027 Rejected 

Source: Computed from Secondary Data 

Table 2 shows that the exchange rate does not have granger cause on the movement of BSE500, Since the F-Statistics under Granger causality test (1.4261) is 

significant and the null hypothesis is accepted. The movement of BSE500 has granger cause on exchange rate during the study period, since the calculated value 

of F-Statistics (11.6595) is significant at 1 percent level and the null hypothesis is rejected. It is also evidenced from the table that exchange rate has granger cause 

on NSE500, because the calculated value of F-statistics is significant at 1 percent level. Similarly NSE500 also has granger cause on exchange rate, because the 

calculated value of F-Statistics in this case also significant at 1 percent level, hence the null hypothesis is rejected. 

 

CONCLUSION  
The study tests causal relationship between exchange rate and Indian stock market. The study used daily data for 14 years and applied Granger causality test. The 

study evidenced that the fluctuation in exchange rate do not have granger cause on the movement of Indian stock market in terms of BSE500, but it has granger 

cause on NSE500. Surprisingly, the movements of Indian stock market have granger cause on the fluctuation of exchange rate both in terms of BSE500 and NSE500. 

 

REFERENCES 
1. Manish Kumar (2014), The impact of oil price stocks on Indian stock and foreign exchange markets, ICRA Bulletin Money and Finance, February 2014. pp.57-

88. 

2. Samveg Patel (2012), The effect of macroeconomics determinants on the performance of Indian stock market management review, Vol.No.XXII, pp.117-125. 

3. Divyang Patel and Nikitakagalwala (2013), The impact of exchange rate on Indian stock exchanges like BSE and NSE. International journal of scientific research, 

Vol No.2, ISSN No.10 pp. 1-2. 

4. Taraknath sahu,Kalpatru Bandopadhyay and Debasish Mondal (2014), Crude oil price, Exchange rate and Emerging stock : Evidence from India, Journal pen-

gurusan 42.pp 75-87. 

WEBSITES 
5. www.bseindia.com 

6. www.nseindia.com 

7. www.in.investment.com 

  



VOLUME NO. 8 (2018), ISSUE NO. 03 (MARCH)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

26 

REQUEST FOR FEEDBACK 
 

Dear Readers 

 

 

At the very outset, International Journal of Research in Commerce, Economics & Management (IJRCM) 

acknowledges & appreciates your efforts in showing interest in our present issue under your kind perusal. 

 

I would like to request you to supply your critical comments and suggestions about the material published 

in this issue as well as, on the journal as a whole, on our e-mail infoijrcm@gmail.com for further improve-

ments in the interest of research. 

 

If you have any queries, please feel free to contact us on our e-mail infoijrcm@gmail.com. 

 

I am sure that your feedback and deliberations would make future issues better – a result of our joint effort. 

 

Looking forward to an appropriate consideration. 

 

With sincere regards 

 

Thanking you profoundly 

 

Academically yours 
 
Sd/- 

Co-ordinator 
 

 

 

DISCLAIMER 
The information and opinions presented in the Journal reflect the views of the authors and not of the Journal 

or its Editorial Board or the Publishers/Editors. Publication does not constitute endorsement by the journal. 

Neither the Journal nor its publishers/Editors/Editorial Board nor anyone else involved in creating, producing 

or delivering the journal or the materials contained therein, assumes any liability or responsibility for the 

accuracy, completeness, or usefulness of any information provided in the journal, nor shall they be liable for 

any direct, indirect, incidental, special, consequential or punitive damages arising out of the use of infor-

mation/material contained in the journal. The journal, neither its publishers/Editors/ Editorial Board, nor any 

other party involved in the preparation of material contained in the journal represents or warrants that the 

information contained herein is in every respect accurate or complete, and they are not responsible for any 

errors or omissions or for the results obtained from the use of such material. Readers are encouraged to 

confirm the information contained herein with other sources. The responsibility of the contents and the 

opinions expressed in this journal are exclusively of the author (s) concerned. 

 



VOLUME NO. 8 (2018), ISSUE NO. 03 (MARCH)  ISSN 2231-4245 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE, ECONOMICS & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

III

 


