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[bookmark: _Toc162615622]1. Introduction 
[bookmark: _Toc162615623]1.1 Research Background 
Foreign exchange refers to the process of converting one currency into another currency at a specific rate while transacting. The rate at which the currency is exchanged into another is called the foreign exchange rate which is constantly floating and is driven by various factors such as macroeconomics and supply and demand (CFI, 2024). Foreign exchange rates show the relative values of a certain currency over the other. Macroeconomic factors refer to the pattern, geopolitical event or phenomenon which has a certain impact on the regional and national economy. Some examples of macroeconomic factors include unemployment rates, economic outputs, inflation and gross domestic product. Various economies are concerned about the macroeconomic factors and foreign exchange rates to strategically ensure development and growth. India is one of the fastest-growing economies in the world and has shown remarkable progress in the past two decades in terms of reducing poverty (The World Bank, 2023). The growth of the Indian Economy has been defined below with one of the major macroeconomic factors, GDP, which has exponentially risen since 1987 and is projected to reach 5944.38 billion U.S. Dollars by the year 2027 as stated in the image below. 
[image: ]
Figure 1:India: Gross domestic product (GDP) in current prices from 1987 to 2028
(Source: O’Neill, 2023)
Foreign exchange allows India to enter global markets and expand their trade relations satisfying the country's demands and exports for economic growth. It has been analysed that foreign exchange rates fluctuate with time and in relation to macroeconomic factors. Therefore, this study will be conducted to analyse the impact of macroeconomic factors on the foreign exchange rates of India along with its influence on economic development. 
[bookmark: _Toc162615624]1.2 Problem Statement and Rationale 
The research surrounds around the topic, the impact of macroeconomic factors on the foreign exchange rates in India, which consists of an issue that makes this study crucial to conduct. It has been evaluated that companies operating in the Indian economy face complexity in trading in the international market due to the foreign exchange rate fluctuations which slows the company as well as economic growth (Joshi, et al., 2023). This includes appreciation resulting in increased cost of imports whereas depreciation results in reduced value of exports. This is one of the major concerns and challenges for the Indian companies and economy which has occurred with the foreign exchange rate fluctuations driven by the different macroeconomic factors (Venugopal and Kumari, 2023). Therefore, this shows the high importance of analysing the impact of macroeconomic factors on the foreign exchange rate of India to implement the actions accordingly in the future dealing with the challenges ensuring economic and business growth. Concerning this importance, this study will aim to be conducted evaluating various aspects of foreign exchange rates, relations, impact and challenges to assist the Indian Economy. 
[bookmark: _Toc162615625]1.3 Research Aim and Objectives 
The study will aim to investigate the impact of macroeconomic factors on the foreign exchange rates concerning the case of India. 
· To evaluate the concept and trend of the foreign exchange rate in the Indian Economy 
· To determine the macroeconomic factors impacting the economy and foreign exchange. 
· To analyse the relationship between macroeconomic factors and the foreign exchange rate of India. 
· To explore the reasons of foreign exchange rate fluctuations and its impact on the Indian Economy 
· To understand the challenges faced by Indian companies due to foreign exchange rate fluctuations and strategies undertaken to deal with them. 
[bookmark: _Toc162615626]1.4 Research Question 
Q1- What is the influence of macroeconomic factors on the foreign exchange rate of India and its economy? 
[bookmark: _Toc162615627]1.5 Research Hypothesis 
H0- Macroeconomic factors significantly impact foreign exchange rates in India 
H1- There is a non-significant impact of macroeconomic factors on Indian foreign exchange rates. 



[bookmark: _Toc162615628]2. Literature Review 
[bookmark: _Toc162615629]2.1 The concept and trend of the foreign exchange rate in the Indian Economy 
As per the views of Mallick and Mallik, (2023), foreign exchange rates are an important concept for developed as well as developing economies as the countries engage in international trading to export and import concerning manufacturing and supply and demand for the economic development and business growth. The goods and products have been traded in the international market under a transaction at a certain amount of concerting a currency into another currency which defines the big role of foreign exchange rates for the nation. In addition to this, Liu and Lee, (2022), claimed that fluctuations in the exchange rate of the nations influence the business capacity to engage in the international trades required to import raw materials or export excess manufacturing for growth. International trading allows businesses to expand and ensures the growth of a certain economy revealing the high importance of the foreign exchange rates concept as the transactions for the same are completely based on this respective amount of exchange. 
On the other hand, Dua, et al., (2023), stated that the decreasing trend of the Indian foreign exchange rate in relation to the US. The foreign exchange rate of India concerning certain relations is projected to stabilise in the years 2024 and 2025 and only expected a slight change. On the other hand, the report by the Financial Times, (2024), presented the fluctuating trend of the Indian foreign exchange rate in relation to the GBP (UK) in the past five years. The trend has been decreasing in the long term as reflected in the image below from the high value of 0.0150 in 2010 to nearly 0.0100 in 2023. 
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Figure 2: Indian Rupee/UK Pound Sterling FX Cross Rate
(Source: Financial Times, 2024)
[bookmark: _Toc162615630]2.2 To determine the macroeconomic factors impacting the economy and foreign exchange. 
According to the study of Rao and Jyotreddy, (2022), various macroeconomic factors are interrelated to the foreign exchange rates and stock market of a country and show an impact with the change. The authors analysed that fluctuations in the inflation and interest rates of a nation are some of the major factors which affect the exchange rates required for exports and imports in the international market. On the other hand, Alshubiri, (2022), stated a political stability and government debt as the factors influencing foreign direct inflows as well as foreign exchange rates concerning their correlation with economic development and currency value. GDP is also defined as one of the major factors as it influences economic development which causes fluctuations in the exchange rates by making the currency stronger or weaker in relation to the other economy. 
Moreover, Yang, et al., (2022), reflected that macroeconomic factors are the aspects which drive the growth of the economy and are also responsible for fluctuating foreign exchange rates of a country. This states a stock market as a factor as it attracts foreign direct investment leading to the development and growth of the economy and hence, shows fluctuations in exchange rates in either appreciation or depreciation as per the movements. Balance of trade is also related to the foreign exchange rates and economic growth as the optimal balance between exports and imports and favourable terms of trade increases the value of the currency along with the increase in demands of exports and imports by a respective nation. 
[bookmark: _Toc162615631]2.3 To analyse the relationship between macroeconomic factors and the foreign exchange rate of India. 
According to Vasani, et al., (2019), macroeconomic factors have certain relations with the foreign exchange rate movements as the rates fluctuate with the changes in the macroeconomy. The authors claimed that the foreign exchange rate has a linear relationship with macroeconomic factors such as inflation and balance of payments but does not have this relationship with all the variables of economic growth.  The study also concluded that foreign exchange rates have a unidirectional relationship with exports and money supply. Further, the study of Sharma and Kautish, (2020), reflected an inverse relationship between foreign exchange rates and foreign direct investments in India as depreciated exchange prices led to increased foreign direct investment flows. This also shows a positive relationship between interest rates with the foreign exchange rates in India as higher rates attract more capital and investment which leads to an increase in the currency value to a certain extent. An increase in the money supply of the country results in depreciating foreign exchange rates which reflects an inverse relationship between the two. 


[bookmark: _Toc162615632]3. Research Methodology 
[bookmark: _Toc162615633]3.1 Research Design 
The research will be designed using a Saunders Onion Research Framework which is a model reflecting methodologies to be used to conduct a study in the different layers (Saunders, 2006). The design of the study that will be used to analyse the impact of macroeconomic factors on exchange rate include quantitative research method, positivism philosophy, deductive approach, descriptive statistical data analysis, and secondary data collection method. The selection of this design undertaking different methodologies to conduct the study will be helpful in extracting the quality information regarding foreign exchange and evaluate the results effectively. 
[bookmark: _Toc162615634]3.2 Research Philosophy and Approach 
Philosophy reflects about the nature of the information to be collected and approach refers to the patterns that will be used to complete the study. Positivism philosophy will be used in the study because it consists of genuine data based on facts (Marsonet, 2019). This philosophy will assist in increasing the quality by extracting objective and real data. Real life examples in the study shows a high reliability making a research project successful (Davies, 2007 and Hart, 2004). Deductive approach will be considered which includes the development of the hypothesis and proving of the results later. This will provide more accuracy and state the extent of the impact. 
[bookmark: _Toc162615635]3.3 Research Method 
The type of information collected to conduct a study defined by the research methods which include qualitative, quantitative and mixed (Cresswell, 2002). Quantitative research method will be adopted for this study because it reflects numerical data which is helpful in evaluating the impact on exchange rates with the change in the aspects of macroeconomic factors. This will be beneficial in driving the quality with the presentation of the impact in the percentage change. 
[bookmark: _Toc162615636]3.4 Data Collection
Different methods are generally used to conduct a study which are secondary and primary data collection (Anderson and Kanuka, 2006). Secondary data collection method will provide high accuracy and validity to the study as its states data from the sources such as articles, government website stating macroeconomic changes, company reports about the foreign exchange rates and other pdfs and journals. 
[bookmark: _Toc162615637]3.5 Data Analysis 
The data will be analysed using descriptive statistical data analysis method that shows main features of the set including different measures such as medium, mean, mode and central tendency (Mishra, et al., 2019). The understanding about the foreign exchange rates changes and impact of the macroeconomic factors will be improved by using this method as it defined relationship between the different variables through the use of correlation and regression analysis. The relation between the macroeconomic factors and foreign exchange rates will be effectively analysed and presented in a clearer way which is easy to understand. 
[bookmark: _Toc162615638]3.6 Reliability and Validity 
The data has been collected from the secondary sources considering the positivism philosophy which provides high reliability. The most recent data concerning the past few years will be used to analyse the impact of macroeconomic factor on the foreign exchange rates of India which maintain high validity in the study. Moreover, all the information will be collected from the authentic sources which are reliable to the research. This will result in providing reliability as well as validity to the research which is crucial for enhancing the success of the study. 
[bookmark: _Toc162615639]3.7 Research Ethics 
Various ethics will be maintained and followed while conducting the study which is essential in reflecting value and making the research useful in the future. This will include compliance with the university guidelines and instructions and providing credit to the authors whose studies will be used in the research to analyse the respective impact. The data will be presented without any manipulation to maintain ethics. Further, the study will be conducted by extracting information from authentic sources which are published in recent years to ensure validity. 

[bookmark: _Toc162615640]4. Research Timeline (Action Plan)
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Figure 3: Gantt Chart
(Source: Created by Author)
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