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       Abstract: Foreign iExchange iRisk imanagement iis 
itechnique iof iminimising ithe irisk idue ito ifluctuation iin 
ivalue iof icurrency iin iconcern. iIf iwe italk iof iIndian iRupees 
iagainst iUS iDollars. iIt icould ibe iwithout idifficulty iobserved 
ithat iUS idollar ilook ilike ito ibe ivalued iagainst ithe ivalue iof 
iIndian iRupee iwith iway iof itime. iAlthough iit iis itough ito 
icomment ion iany isingle ireason ifor isuch isort iof 
iappreciation ior idepreciation iof icurrencies. iAs ithere iare iso 
imany ifactors iat iMicro iand iMacro ilevel ilike iInflation, 
iInterest iRates, iExport-Import, iBalance iof iPayment, iTrade 
iDeficit, iCurrency iin iUsage, iEconomic iPolicies iof iNation ior 
iUnion, iHolding iTendency iof iForex iTraders/ iSpeculators, 
iCirculation. iAlthough iits ihard ito icomment ithat iwhat 
iaccurate icurrency ipolicy ishould ibe iaccepted iso ithat 
ieconomy iwould ihave isustainable idevelopment. iThe 
iObjective iof iResearch iPaper iis ito istudy ithe irelationship 
ibetween iInflation iof iIndia iand iUS iwith ialter iwith ivalue iof 
iRupee iagainst iUS iDollar. iEven iif iinflation iis inot iseparate 
ifactor ito idecide icurrency iprice ibut istill iimperative ifactor 
iin iformative icurrency ivalue, ias iinflation iimpacts 
iinvestment, iimport iand iexports itoo. iTo icheck ithe iimpact iof 
iRupee ivalue iin icontext iof iUS idollars, ithe idata iof i30 
iYears iof iConsumer iPrice iIndex iof iUnited iStates iand iIndia 
ialong iwith i1USD=X iRupees ivalue iannual ihas ibeen itake 
iand iMultiple iCorrelation/ iRegression ianalysis iin iSPSS ihas 
ibeen iapplied. iForex iRate iis icomposite ivariable ithat 
idepends ion ia inumber iof imacroeconomic ivariables ilike- 
iLevel iof iForex iReserve-Low iforex ireserve iis ione imore 
ireason ifor icurrency ifall. iIndia‟s iforex ireserves ihave 
ideclined iin irecent ipast. iSo iIndia ihas ito iimport ithese iat 
iupper iprice. iWhen ithe irupee ivalue igets idepreciated i-Dollar 
iacquiring istrength iagainst iother icurrencies- iDollar 
iacquiring istrength iagainst iother icurrencies iis ianother 
ireason ias iin itoday‟s iworld iCross iCurrency iexchange irate 
ialso iexists idue itoarbitrage iand iease iin iGlobal iFinancial 
iTransactions. iAnother ireason ifor ireduction iof icurrency iis: 
ithere iis ino iclarity ion ipolicy ireforms iand inon iclarity ion 
iguiding iprinciple iin ireforms. iThis iresearch ihad ito ifind iout 
ithe irelationship ibetween iInflation i(Consumer iPrice iIndex- 
iIndia i, iUnited iStates) iand isignificant ieconomical ifactors 
iand igot isome iuseful iresults ilinked ito ithis. iMultiple 
iCorrelation/ iRegression istudy ihas ibeen iused ito ido ithe 
ianalysis ibased ion iannual ibasis. I 
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I. I IINTRODUCTION 

Foreign iExchange iRisk imanagement iis itechnique iof 
minimising ithe irisk idue ito ifluctuation iin ivalue iof 
currency iin iconcern. iIf iwe italk iof iIndian 
Rupeesiagainst iUS iDollars. iIt icould ibe iwithout 
difficulty iobserved ithat iUS idollar ilook ilike ito 
beivalued iagainst ithe ivalue iof iIndian iRupee iwith iway  
iof itime. iAlthough iit iis itough ito icomment ion iany 
isingle ireason ifor isuch isort iof iappreciation ior 
idepreciation iof icurrencies. iAs ithere iare iso imany 
ifactors iat iMicro iand iMacro ilevel ilike iInflation, 
iInterest iRates, iExport-Import, iBalance iof iPayment, 
iTrade iDeficit, iCurrency iin iUsage, iEconomic iPolicies 
iof iNation ior iUnion, iHolding iTendency iof iForex 
iTraders/ iSpeculators, iCirculation. iAlthough iits ihard ito 
icomment ithat iwhat iaccurate icurrency ipolicy ishould ibe 
iaccepted iso ithat ieconomy iwould ihave isustainable 
idevelopment. i 

As istudy ilocal icurrency iforever iindicates ithat 
ithere iis iproductivity iand isustainability iin ithe ieconomy 
iof ithe ination. iBut iat isame itime iit ihas ito ibe 
ievaluated ithat istrong ilocal icurrency imight ialso iattract 
ithe icheap iimports iand imake iit ilucrative ibusiness iand 
imight inot ibe igood iin ithe ilong iterm iof ithe icountry‟s 
ieconomy. iThis iscenario ihas ibeen iobserved iwith 
iSingapore iDollars iagainst iUSD. iThe ibasic idistinction 
ibetween iIndian iNational iRupee iand iUnited iStates 
iDollar iis ithat irupee iacts ias idependent ivariable 
iwhereas iUS iDollars iare iIndependent iVariable iwhich 
iimpacts iother iaspects iof icurrency ivalue irather ithan 
iINR iwhich iitself iobtains iimpacted. iAs itaking iexample 
iit iseems ithat iUS iForex imarket iis imore irobust ithan 
iIndian imarket. iAs ithere iare inumber iof ifactors ia in 
irecent italks iand iexpectation iof iBritain iexiting ifrom 
iEU ilosing ione iof iits imembers, iThis iBrexit icannot ibe 
itaken ias iisolated ias iFrom iIndia's ipoint iof iview, 
iWorld iis iGlobal ivillage isince ipast ifew idecades, iSo 
iBrexit iis iimportant ibecause iother ithen iinvolvement iin 
itrade irelations, iEU iis iIndia's ione iof ithe ilargest 
idistinct iexport imarket. iWith ia ipopulation iof 
iapproximately ihalf ia ibillion, ithe iEuropean ieconomy iis 
iworth i$16 itrillion, iwhich iis iaround ione-fourth iof 
iglobal iGDP. i 

The igood ihealth iof ian ieconomy iis idirectly 
ireflected iby ithe istate iof iits icurrency i.Rupee imay ialso 
idepreciate ibecause iof ithe idual ieffect iof iOverseas ifund 
ioutflow iand idollar idemand irise i.  
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It iseems ithat iit iwill ialso iincrease ipetrol iand idiesel 
iprices ito ithe ilevel ithat igovernment ithen imay iwant ito 
ireduce iadditional iexcise iduty ilevied ion ifuel iwhen iit 
iwas ion ia idownward itrend. iThis iwill iincrease ifiscal 
ideficit, iunless irevenue iincreased ithe iReal iPrices iof 
igold, ielectronic igoods, iOn ithe iother ihand icheaper 
irupee iwill imake iIndian iexports, iincluding iIT iand 
iITeS, icompetitive. iIf iUK iexits ithe iEuropean iUnion 
iwhich iis iexpected ifrom icurrent iscenario, ithe 
iprobability iof iinvestors imoving imore ifrom iemerging 
imarket icurrencies iand ieuro/GBP iinvestments, iwhich iin 
iturn ifinally iwill ilead iinvestors ito isave itheir ifunds iin 
isafe ihaven iof iUSD iand iUS itreasury, istrengthens 
idollar iagainst ithe iother icurrencies. iAs iEU iis iamong 
ithe ibiggest itrading ipartner ito iIndia, ihigh idepreciation 
iin iRupee/Dollar icould ibe iexpected. iEven ibig igiants 
iTata iMotors-owned iJaguar iLand iRover i(JLR) ihas 
ireportedly ian iestimated i1 ibillion ipounds iloss iby i2020 
iafter iBritain's iexit ifrom ithe iEuropean iUnion. 

II. THEORETICAL IFRAMEWORK 

The itheoretical iliterature ipresent isubstantiation 
iconcerning iforeign iexchange i-Deepa iDivakaran.N 
i(2014) iin i“ iCurrency idepreciation icauses iand iits 
iimpact iIndian ieconomy i” iexplained ithat iDemand iand 
isupply itheory i iis iappropriate iif ithere iis imuch 
irequirement iof idollars iin ithe icurrency imarket iand iis 
inot iadequately imatched iby ithe isupply, iother ithings 
ianticipated ito ibe isteady, ithe iINR iprice iof iUSD iwill 
igo iup ior ithe irupee iwill idecrease iin ivalue.. iResearch 
ipaper ialso ihighlighted iincreased idemand iand iprices ifor 
iPetroleum i/ iCrude iOil iis ialso ianother ireason ifor 
irupee ifall. iIndia ihas ito iimport imajority iof iits ioil 
irequirements ito isatisfy iits idomestic idemand iwhich iis 
iincreasing isignificantly ievery iyear. i 

The idomestic idemand ifor ioil iis iincreasing 
iwhich ifinally iresults ithe iprice iof ithe ioil ito iincrease 
iin ithe iglobal imarket. iThe irequirement ifor idollar 
iincreases ias iwe ihave ito imake ipayments iin iUSD. iIt 
ialso iengaged ion ithe iissue iof iCurrent iAccount iDeficit 
iwhich iis idue ito ihigh iImports iagainst ilow iExports. 
iProf iRavleenKaur, iRobin iSirohi iand ithe iResearch 
iPaper i-Effect iof iRuppe iDepreciation ion iCommon 
iMan- istates ithat iother ithen iCurrent iAccount iDeficit 
iless iIncoming iFDI iis ialso ione iof ithe ireason iThe 
icorruption iscandals iin ithe i2G iand ithe icoal-gate iscam 
ihad iderogated ithe iIndia‟s iimage iabroad. iParidhiSaini 
i,ShivaliDhameja i(2014) iin i“Rupee iDollar iValue iTrends 
iStudy iof iInfluencing iFactors” irecommended iby iexperts 
ithat ithe iUSD-Bombay iStock iExchange i(Sensitivity 
iIndex) inegative icorrelation imay inot iat iall itimes iwork. 
iThe inegative irelationship ibetween ithe idollar iindex iand 
ithe iBSE- iSensitivity iIndex ihas ibecome ivery 
iunambiguous iin ithe ipast ifew iyears. iBut ithis iinverse 
icorrelation imay inot ialways ibe ithe isame. i 

A istudy iby iGuru i(2009) iindicated ithat ithe 
iinternational imarkets i(mainly iOF iUnited istates) 
ibecome iactive ionly iafter iIndian imarkets iclosed iand ias 
ia iresult ithere iis ian iuntold ifear iabout ithe irisks 
iassociated ito iovernight ivolatility iin ithe icurrency ipair. 

iOnce ithe idomestic imarkets iclose, ithe ipositions icannot 
ibe isustained iby ithe iforex idealers itill inext iday. iThe 
itax itreatment iof ithe iprofits ior ilosses iin ithe ifutures ior 
iforward icurrency imarket iwould ithis i ibe iconsidered ias 
ibusiness iincome. i 

Shahid iAhmed iKhan i(2010) ianalysed ithat 
iInterest irate iis ia ivery isignificant ielement iin icountry‟s 
ifinancial igrowth iwhereas iexchange irate iis ia icritical 
ielement iof ithe iinternational itrade iand iimportant ifactor 
iin icountry’s isustainable ifinancial igrowth. iThe iUSD 
icurrency iexchange irate ifor idifferent icurrencies ishowed 
ivariations ifor iexample i-As iUSD iwas ilosing ivalue 
iagainst iEuro iand iGBP ibut iwas iincreasing iits ivalue 
iagainst iPakistani irupee. i 

Pakistani irupee iwas icondensed iin iopposition ito 
idollar iby i38% iin ijust i2 imonths. iAt ithe isame itime, 
iinterest irate iin iU.S. ireached ito iits ilowest ibut iin iPak 
iit iwas idecreased iby i13% iwhich iis i260 itimes imore 
ithan iinterest irate iin iUnited iStates i(Nov. i09, i0.05%). 
iIn ithe isphere, iPakistan ihas ithe imaximum irate iof 
iinterest. iThis icreates iBanking iin iPakistan ia iprofitable 
iwork. iPakistan ieven iwith iof iawful ilaw iand iorder 
iposition, iworst ipolitical icircumstances, iand ibend 
ieconomy. Eduardo iBorensztein i(IMF), ianalysed ithat 
iHuge iand isudden idepreciations iusually ioccur iwhen ian 
iexchange irate ipeg iis iuncontrolled, ioften iin ithe icontext 
iof isolid imarket iburden ior ia ibalance iof ipayments 
iemergency. iWhile iin ithese isituations ithere iare ialways 
iclear isigns iof iovervaluation iof ithe ilocal icurrency, 
idetermining ithe imagnitude iof ithe iessential inominal 
idepreciation iposes idifficult iquestions. iIt icould ibe 
iconsidered ithat ithe idepreciation ishould ijust icompensate 
ithe iestimated iovervaluation, ibringing ithe iexchange irate 
iback iin iline. iHowever, isome igrade iof ipass-through ito 
ilocal iprices iis iunavoidable, iand ithus iit iis inecessary ito 
iovershoot ithe irequired idepreciation iinitially. 

Inflation irates iin iIndia ihad ialways ishown 
irising itrend iadjoining ithe idevaluation iof ithe irupee iand 
ithe ierosion iof ithe ibuying ipower iof isavings. iIn ispite 
iof iof iGovernmental iinterventions, ithe iINR iis iin ia 
ifree-fall, icreating iit ione iof ithe imost idreadful 
iperforming icurrencies iinternationally. iReserve iBank 
icompleted irate iimproves iattempts ito icalm idown ithe 
iinflation iin ilast ia ismall iamount iof iyears ibut ibarely 
iachieved iany isignificant iresult. iInflation irate icontinued 
iincreasing itrend. iThis iis inow ireflected ithrough ithe 
icurrency idevaluation. iInflation idirectly ienhances iprices 
iand ithereby iaffects ithe ibuying ipower iof imoney. i 

Currency iprice iand iinflation ihave ia istraight 
ico- irelation iand iimpact ieach iother. iThe icurrency ire-
evaluation iis ialso iimportant iwith ithe imodification iin 
ilocal iprices iaffect iby iinflationary ipowers. iCurrency iis 
iconsidered ito ibe ihyped iif ithe isuitable ialteration iis inot 
imade iwith ithe iprice iindex ivariations. iAs iworld iis 
ibecoming iglobal ivillage iso itaking ifinances iand 
iinvesting iit isomewhere iis inot ivery ibig ideal ifor 
icorporate. iSo ithey itake icross icurrency iand iapplies ithe 
iconcept iof iAbsolute iadvantage iand iRelative iadvantage 
itheory. I 
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It iis ithe iera iwhere imobilising iand iexploiting 
iresources iword iwide iis inot ia itough ijob. 

In ithis iwhile itaking iinflation ias ione iof ithe 
imajor iparameter ifor ideciding ithe iCurrency ivalue ithere 
iis iPurchasing ipower iparity i(PPP) iwhich istates ithat 
iexchange irate iamong icurrencies iare iin iequilibrium 
iwhen itheir ibuying ipower iis ithe isame iin iboth ithe 
icountries. iIt imentions ithat ithe iexchange irate ibetween 
itwo inations ishould iequal ithe iratio iof ithe itwo inations 
iprice ilevel iof ia ipredetermined ibasket iof igoods iand 
iservices. iWhen ia ination's idomestic iprice ilevel iis 
iincreasing i(country iexperiences iprice irises), ithat 
icountry's iexchange irate imust ibe ireduced iin iorder ito 
igo iback ito iPPP. 

The isource ifor iPPP iis ithe ilaw iof isole iprice. 
iIn ithe iabsence iof itransportation iand iother ioperation 
icosts, ireasonable imarkets iwill iequalize ithe iprice iof ian 
iindistinguishable igood iin itwo icountries iwhen ithe 
iprices iare iexpressed iin ithe isame iexchange. iFor 
iexample, ia iparticular iLaptop iset ithat isells ifor i550 
iSingaporian iDollars i[SAD] iin iSingapore ishould icost 
i300 iUS iDollars i[USD] iin iSeattle iwhen ithe iforex 
ibetween iSingapore iand ithe iUS iis i1.833 iCAD/USD. iIf 
ithe iprice iof ithe iLaptop iin iSingapore iwas ionly i550 
iSAD, icustomer iin iSeattle iwould iprefer ibuying ithe 
iLaptop iset iin iSingapore. i 

If ithis iprocedure i(called i"arbitrage") iis icarried 
iout iat ia ioutsized iscale, ithe iUS iconsumers ibuying 
iSingaporean igoods iwill ibid iup ithe ivalue iof ithe 
iSingaporean iDollar, ithus imaking iSingaporean igoods 
imore icostly ito ithem. iThis iprocedure icontinues iuntil 
ithe igoods ihave iagain ireached ito ithe iequivalent iprice. 
iThere iare ithree isignificant iaspects iwith ithis ilaw iof 
ione iprice. i1. itransport icosts, ibarriers ito itrade, i2. 
iSignificant imarkets ifor ithe igoods iand iservices iin iboth 
inations i3. iThe ilaw iof ione iprice ionly iapplies ito 
imarketable iservices i& igoods; istatic igoods isuch ias 
ihouses, iand imany iservices ithat iare ilocal, iare iof 
icourse inot itraded iconnecting icountries. 

III. IOBJECTIVE 

The iObjective iof iResearch iPaper iis ito 
istudy ithe irelationship ibetween iInflation iof iIndia 
iand iUS iwith ialter iwith ivalue iof iRupee iagainst iUS 
iDollar. iEven iif iinflation iis inot iseparate ifactor ito 
idecide icurrency iprice ibut istill iimperative ifactor iin 
iformative icurrency ivalue, ias iinflation iimpacts 
iinvestment, iimport iand iexports itoo. 

IV. IMETHODOLOGY 

To icheck ithe iimpact iof iRupee ivalue iin icontext iof 
iUS idollars, ithe idata iof i30 iYears iof iConsumer iPrice 
iIndex iof iUnited iStates iand iIndia ialong iwith 
i1USD=X iRupees ivalue iannual ihas ibeen itake iand 
iMultiple iCorrelation/ iRegression ianalysis iin iSPSS 
ihas ibeen iapplied. 
Hypothesis 
1. H0: iRupee iAppreciation iis inot idependent ion 
iConsumer iPrice iIndex iof iUS. 
H1: iRupee iAppreciation ihas isignificant idependence ion 

iConsumer iPrice iIndex iof iUS. 
2. H0: iRupee iAppreciation iis inot idependent ion 
iConsumer iPrice iIndex iof iIndia. 
H1: iRupee iAppreciation ihas isignificant idependence ion 
iConsumer iPrice iIndex iof iIndia. 
 

Table iNo. i1. iDescriptive istatistics 

    Std.   

Mean Deviation N 
USD.INR 38.735 14.15 30 

CPI.US 2.6783 1.2302 30 

CPI. iIndia 7.947 2.9523 30 

 
In ithe iTable iCPI iUS irepresents ithe iConsumer iPrice 
iIndex iof iUnited iStated iand iCPI-india idenotes ithe 
iConsumer iPrice iIndex iof iIndia ifrom iperiod i1986-
2015 iand iUSD-INR iis irepresenting ithe ivalue iof i1 
iUSD iagainst irupees. This idata iis iaverage of ifirst idate 
iof ievery imonth iof ithe isaid iyear. (i.e i1st iJanuary 
i1985,1st iFeburary i1985 itill i1st iDecember i1985 iis ian 
iaverage iof i1985 iand iso ion, iSource i-
www.moneycontrol.com). 

YEAR CPI-US CPI-India USD-INR 
1986 1.91% 8.72% 12.63 

1987 3.66% 8.79% 12.94 

1988 4.08% 9.39% 13.98 

1989 4.83% 7.11% 16.26 

1990 5.39% 8.92% 17.55 

1991 4.25% 13.88% 22.87 

1992 3.03% 11.88% 29.77 

1993 2.95% 6.31% 31.47 

1994 2.61% 10.24% 31.37 

1995 2.81% 10.22% 32.49 

1996 2.93% 8.98% 35.25 

1997 2.34% 7.25% 36.46 

1998 1.55% 13.17% 41.34 

1999 2.19% 4.84% 43.11 

2000 3.38% 4.02% 45.07 

2001 2.83% 3.77% 47.23 

2002 1.59% 4.31% 48.57 

2003 2.27% 3.81% 46.5 

2004 2.68% 3.77% 45.12 

2005 3.39% 4.25% 44.08 

2006 3.24% 5.79% 45.19 

2007 2.85% 6.39% 40.98 

2008 3.85% 8.32% 43.78 

2009 -0.34% 10.83% 48.26 

2010 1.64% 12.11% 45.58 

2011 3.16% 8.87% 46.87 

2012 2.07% 9.30% 53.705 

2013 1.47% 10.92% 58.25 

2014 1.62% 6.37% 61.14 

2015 0.12% 5.88% 64.23 

2016 1.3% 5.91% 67.92 

2017 2.1% 1.86% 64.49 

2018 2.2% 5.11% 70.03 
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It icould ibe isimply ianalysed ithat isince ilast i30 iYears 
ifrom i(1986-2015) ithe iaverage iof iIndian iRupee iin 
iopposition ito iUSD iis i38.738 iand iaverage iConsumer 
iPrice iIndex iis i2.67 iin iUnited iStates iand i7.94 iin iIndia 
iit icould ibe ishowed ithat ieven iin iaverage iof ithese i30 
iyears ithe iCPI iof iIndia iis i3 itimes ithe iUnited iState 
iCPI. iBut ithe iresult iof icorrelation iwe icould isee ithat 
iUSD-INR iprices iare inegatively icorrelated ito iCPI iof 
iIndia iand iUS iboth. iIt imeans ithat iincrease iin iInflation 
iin iUS iwould idecrease ithe ivalue iof iRupee iagainst 
iUSD iby i-.652 ias icompared ito ithe iIndian iCPI iwhich 
iis ialso inegatively icorrelated ibut istill inot ias inegative 
icompared ito iUnited iStates. iBit istill iTaking ithe 
iinflation iof iboth ithe iplaces iseparately ican’t igive ius 
ithe iright ipicture iwe ihave ito irepresent iit iwith ithe iaid 
iof ialterations iin iInflation iof iboth iyears itogether.  In 
ithe iabove itable iit icould ibe iseen The above table -1 
shows the mean and standard deviation of USD.INR, 
CPI.US and CPI.India. USD.INR shows the high mean 
score than CPI.US (2.6783) and CPI.India (7.947). It shows 
that USD.INR has high than CPI.US and CPI.India.  

Table iNo. i2. iCorrelations 

 USD.INR CPI.US CPI. iIndia 

USD.INR 1   

CPI.US -0.652 1  

CPI. iIndia -0.303 -0.017 1 

The above table - 2 shows the relationship between 
the USD. INR, CPI.US and CPI. India. USD.INR has been 
negative relationship with CPI.US (-0.652) and CPI.India (-
0.303). it shows that there is no relaitnship between the 
USD.INR with CPI.US and CPI.India. CPI.US has negative 
relationship with CPI.India (-0.017). it shows that there is 
no relationship between the CPI.US and CPI.India.  

 
Table iNo. i3. iModel iSummary 

 
Model 

 
R 

 
R iSquare 

 
Adjusted 

iR 
iSquare 

Std. iError 
iof ithe 

iEstimate 

1 .652a 0.426 0.405 10.91459 

2 .724b 0.524 0.489 10.11613 

a. iPredictors: i(Constant), iCPI.us  

b. iPredictors: i(Constant), iCPI.us, iCPI.india  
 
The above table -3 shows the R and R square value of 
CPI.US and CPI.US and CPI.India. R value is above 0.5, it 
shows that fit to conducte regression for CPI.US and 
CPI.India. The i"R" icolumn ishows ithe ivalue iof iR, ithe 
imultiple icorrelation icoefficient. iR ican ibe iconsidered ito 
ibe ione imeasure iof ithe iquality iof ithe iexpectation iof 
ithe idependent ivariable. iFrom ithe iabove itable iof imodel 
isynopsis, ifrom ithe iabove itable ias ivalue iof iR iis i0.724 
i. iA ivalue iof i0.724, iin ithis iexample, ispecifies ia igood 
ilevel iof iextrapolation. iR-Square icolumn idenotes ithe 
iR2 ivalue i(also itermed ithe icoefficient ifor 
idetermination), iwhich iis ithe iproportion iof idiscrepancy 
iin ithe idependent ivariable ithat ican ibe iexplained iby ithe 
iself-determining ivariables. iYou ican isee ifrom iour ivalue 

iof i0.524 ithat iour iindependent ivariables iexplain i52.4% 
iof ithe ivariability iof iour idependent ivariable, iUSD-INR. 
 

Table i4 i i iCoefficients(a) 

  Unstandardized 
iCoefficient 

Standardized 
iCoefficients 

Model  B Std. 
iError 

Beta t Sig. 

1 (Constant) 70.962 6.815  10.413 0.001 

 CPI.us -7.566 1.527 -0.658 -4.954 0.001 

 CPI.india -1.505 0.636 -0.314 -2.365 0.025 

a. iDependent iVariable: iUSD.INR 

 
The above table – 4 shows the regression analysis output, 
CPI.US and CPI.India compared with USD.INR, it shows 
the positive impact of USD.INR on CPI.US and CPI.India 
at 5% significant level.  

Testing iof ihypothesis 
From iTable iNumber i4- iFor iConsumer iPrice 

iIndex- iUnited iStates isignificance ivalue iis i0 iwhich 
iis iless ithan ithe i0.05 ilevel iof isignificance iwhich 
iindicated ithe ihypothesis-Ho iis inon iacceptable 
i(rejectedi) ii.e. iUSD- iINR iis inot idependent ion iCPI-
US ihypothesis i(H1) iis iaccepted i.i.e iCurrency 
iExchange ivalue ihas isignificant idependence ion 
iinflation iof iUS. iFor iConsumer iPrice iIndex i–India 
ivalue iis i0 iwhich iis ilesser ithan ithe i0.05 ilevel iof 
isignificance iwhich imeans ithe ihypothesis i(H0) iis 
irejected ii.e. iUnited iState iDollar iand iINR iis inot 
idependent ion iConsumer iPrice iIndex i- iIndia iand 
ialternate ihypothesis i(H1) iis iaccepted i.i.e. iCurrency 
iExchange iprice ihas isignificant idependence ion 
iinflation iof iIndia i. 

V. iRESULT AND DISCUSSION 

Forex iRate iis icomposite ivariable ithat 
idepends ion ia inumber iof imacroeconomic ivariables 
ilike- iLevel iof iForex iReserve-Low iforex ireserve iis 
ione imore ireason ifor icurrency ifall. iIndia‟s iforex 
ireserves ihave ideclined iin irecent ipast. iSo iIndia ihas 
ito iimport ithese iat iupper iprice. i 

When ithe irupee ivalue igets idepreciated i-
Dollar iacquiring istrength iagainst iother icurrencies- 
iDollar iacquiring istrength iagainst iother icurrencies iis 
ianother ireason ias iin itoday‟s iworld iCross iCurrency 
iexchange irate ialso iexists idue ito iarbitrage iand iease 
iin iGlobal iFinancial iTransactions. I 

Another ireason ifor ireduction iof icurrency iis: 
ithere iis ino iclarity ion ipolicy ireforms iand inon 
iclarity ion iguiding iprinciple iin ireforms. iThen iKey 
ipolicies ilike iDirect iTax iCode iand iGoods iand 
iService iTax ihave ibeen iin ithe idiscussion ifor iyears. 
i-Interest irate idifference-This iis ianother ifactor, ithat 
iis iupper iinterest irate igenerally iattract ioverseas 
iinvestment ibut idue ito iretard iin igrowth ithere iis 
irising ipressure ion iRBI ito ireduce ipolicy irates. I 
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In isuch iconditions iinvestors istay iaway ifrom 
ihousehold imarket. iThis ieffects icapital iaccount 
imovements ito iIndia iand iput ia idecreasing ipressure 
ion irupee. 

VI. iCONCLUSION 

This iresearch ihad ito ifind iout ithe irelationship ibetween 
iInflation i(Consumer iPrice iIndex- iIndia i, iUnited 
iStates) iand isignificant ieconomical ifactors iand igot 
isome iuseful iresults ilinked ito ithis. iMultiple 
iCorrelation/ iRegression istudy ihas ibeen iused ito ido 
ithe ianalysis ibased ion iannual ibasis. iAt ilast ithe iresult 
iwhich icame iis ithat iinflation iof iboth iIndia iand 
iUnited istates isignificantly iaffects ithe ivalue iof iRupee 
iagainst iUS iDollars.. iThe iInflation iand iInterest iRate 
idifference imakes ithe iUSD imore ilucrative ifor 
iSpeculators iand iArbitrageurs. iAs ithey icould itake 
iadvantage iof ilow iinflation iand ilow iinterest ifrom ithe 
iUS imarket. iThis igap iof iInflation iand iinterest iis iso 
ihigh ithat ieven ibuying iUSD iat isome ipremium iis istill 
iprofitable ifor iSpeculators iand iArbitrageurs iother ithen 
ithis iExim itraders ialso itakes ibenefit iby iHedging iand 
iusing isame itechniques ito iearn iprofit iby ir ithese 
itypes iof ifall iis idue ito iheavy idollar isales iby iRBI ito 
iprotect ithe irupee. i-Demand iand iSupply-if ithere iis 
iextra idemand iof idollars iin ithe icurrency imarket iand 
iis inot ieffectively imatched iby ithe isupply, iother 
ithings iremaining ithe isame, ithe irupee ivalue iof idollar 
iwill igo iup ior ithe irupee iwill idecrease iin ivalue. i 
Demand ifor idollars imay ibe iformed iby iimporters 
irequiring imore idollars ito igive ifor itheir iimports, 
iforeign iinstitutional iinvestors ithinning itheir 
iinvestments, iand itaking iUSD ioutside ination. i-
Account iDeficit- iIn iBOP, iCurrent iaccount ideficit 
ioccurs iin ia isituation iwhen icountry iis iimporting imore 
igoods iand iservices ithan ithat iis iexporting. i-High idemand 
ifor igold- ihigher idemand ifor iGold ior ihigher iimport iof 
igold iis iconsidered ias ianother ireason ifor ithe ifinancial 
icrisis. iIn iIndia ithere iis ia icustom ito iput ion igold iand 
idiamond istuff ifor ithe ifavourable ioccasions. iSo ithere iis 
imore ineeds ifor ithese ibut iare inot irichly iavailable iin iIndia 
icreating imore idemand iof iUSD iwhich iultimately iappreciates 
iit. iIt iwould inot ibe iwrong ito isay ithat iInflation iis imajor 
ireason ifor irupee ialways ideprecating iagainst iUS iDollars. 
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