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EXECUTIVE SUMMARY 

The International Crude Oil Price and Exchange Rate are two important factors that have a 

significant impact on the global economy. The relationship between International Crude Oil 

Prices and Exchange Rate is complex and dynamic, and is influenced by a variety of economic 

and geopolitical factors. Understanding this relationship is essential for policy makers, 

investors and businesses that operate in the global economy. 

This paper has examined the causal relationship between the International Crude Oil Price and 

Exchange Rates such as USD/INR, YEN/INR, GBP/INR and EURO/INR using monthly data 

covering from January 2018 to December 2022. In this context, the analysis is done using 

Descriptive Statistics, Correlation Analysis, Covariance Analysis, Granger Causality Test, 

Augmented Dickey Fuller Test and T-test.   

The current study suggests that as per the Granger causality test USD/INR, GBP/INR and 

EURO/INR has no evidence of a causal relationship with International Crude Oil Price. 

However only the International Crude Oil Price and YEN/INR has Uni-directional causal 

relationship. 

As per Correlation Analysis the International Crude Oil Price and USD/INR as well as the 

International Crude Oil Price and GBP/INR has positive but weak correlation. On the other 

hand, YEN/INR has strong negative correlation. 

Numerous research has proven a causative relationship between the International Crude Oil 

Price and the Exchange Rate. However, the current investigation has not identified any 

causality. Political developments, macroeconomic factors, natural disasters, changes in the 

global financial market, etc., can disrupt the regular operation of the market, temporarily 

deviating from the causal relationship. This is why there is no causal relationship between the 

International Crude Oil Price and the Exchange Rate. 

 

 

 

 

 

 

 


