PROJECT REPORT ON
INTERNATIONAL CRUDE OIL PRICE AND EXCHANGE RATE: A
CAUSALITY STUDY

Submitted By
AKSHAYA
(4AL21BA004)

Submitted To

VISVESVARAYA TECHNOLOGICAL UNIVERSITY, BELAGAVI
In partial fulfilment of the requirements for the award of the degree of
MASTER OF BUSINESS ADMINISTRATION
Under the guidance of
DR. VISHNU PRASANNA K N
Professor
PG Department of Business Administration
Alva’s Institute of Engineering and

Technology, Mijar, Moodbidri
&

A\ g
PG Department of Business Administration
Alva's Institute of Engineering & Technology Shobhavana Campus, Mijar,
Moodbidri, D.K — 574225

MAY-2023



4‘4; ALvVa’'s INSTITUTE OF ENGINEERING & TECHNOLOGY

‘ ' (A Unit of Alva's Education Foundation ®,Moodbidri)
@ Affiliated to Visvesvaraya Technological University, Belagavi

i Approved by AICTE, New Delhi & Recognised by Government of Karnatak
’ PP ¥ ) gnised by ataka
ALVA S Accredited by NAAC with A+ Grade and NBA (CSE & ECE)

/2
T\

‘|"

Education Foundation®

Date: 01-09-2023

CERTIFICATE

This is to certify that AKSHAYA bearing USN 4AL21BA004 is a bonafide student of Master of
Business Administration course of the Institute in 2021-23, affiliated to Visvesvaraya Technological
University, Belgaum. Project report titled “INTERNATIONAL CRUDE OIL PRICE AND
EXCHANGE RATE: A CAUSALITY STUDY?” is prepared by her under the guidance of
Dr. Vishnu Prasanna K N, Professor, PG Department of Business Administration in partial
fulfillment of the requirements for the award of the degree of Master of Business Administration of

Visvesvaraya Technological University, Belgaum Karnataka.

"

Signature of Internal Guide Mrs. Priya Sequeira 'ghatggp of Privelipal
DEAN PRINCIPAL
; Administoton Ava's Institie of Engg. & Tedhglogy,
= 159, & Techiciony Miar. KOCIBIDRI - S74 225, D

........................................................................

@ 08258-262724 (0), 262725 (P) @ principalaietos@gmailcom @ wwwaietorg.in



DECLARATION
I. AKSHAYA. hereby declare that the Project report entitled “International Crude Oil Price
and Exchange Rate: A Causality Study™ prepared by me under the guidance of Dr. Vishnu
Prasanna K N. Professor. PG Department of Business Administration. Alva’s Institute of

Engineering and Technology.

[ also declare that this Project work is towards the partial fulfillment of the university
regulations for the award of degiree of Master of Business Administration by Visvesvaraya

Technological University. Belgaum.

I have undergone a summer Project for a period of six weeks. | further declare that this
project is based on the original study undertaken by me and has not been submitted for the

award of any degree / diploma from any university / Institution.

- Aborg

Place: Mijar Signature of the student

Date: 04/09/2023



ACKNOWLEDGEMENT

I would like to take this opportunity to express my sincere gratitude to all those who have
helped me throughout this project. It gives me immense pleasure to acknowledge all those who

have rendered encouragement and support for the successful completion of this work.

I express my deep sense of gratitude to my internal guide Dr. Vishnu Prasanna K N, Professor,
PG Department of Business Administration, Alva’s Institute of Engineering and Technology,
Mijar, Moodbidri for his constant support and encouragement to carry out my project

successfully without much difficulty.

I would like to express my sincere thanks to Dr. Peter Fernandes, Principal, Alva’s Institute

of Engineering and Technology, Mijar, Moodbidri.

I am grateful to Mrs. Priya Sequeira, HOD, PG Department of Business Administration,
Alva’s Institute of Engineering and Technology, Mijar, Moodbidri whose timely suggestions

and encouragement supported me to complete this project.

AKSHAYA
4AL21BA004



TABLE OF CONTENTS

CHAPTER PAGE
NO CHAPTERS NO
I INTRODUCTION 1-5
1.1 Introduction to the study
1 CONCEPTUAL BACKGROUND AND LITERATURE 617
REVIEW )
2.1 Theoretical background of the study 7
2.2 Literature review with a research gap 8-17
111 RESEARCH DESIGN 18-22
3.1 Statement of the problem
3.2 Need for the study
33 Objectives
34 Scope of the study
3.5 Research methodology
3.6 Hypothesis
3.7 Limitations
3.8 Chapter scheme
v ANALYSIS AND INTERPRETATION 23-43
4.1 Line graph 24
4.2 Descriptive Analysis 7596
4.3 Correlation Analysis 2627
4.4 Covariance Analysis 7879
4.5 Granger Causality Test 9.3
4.6 Augmented Dickey-Fuller Test 1942
4.7 T-test 4743
\% FINDINGS, CONCLUSION AND SUGGESTIONS 44-47
5.1 Findings 45-46
5.2 Suggestions 46
53 Conclusion 46-47

BIBLIOGRAPHY




LIST OF TABLES

TABLE NO TITLE PAGE NO
4.2.1 Table showing results of Descriptive statistics 25
431 Table showing results of Correlation Analysis on Worldwide 26

o Crude Oil Price and Exchange Rates
441 Table showing results of Covariance Analysis on Worldwide )3

o Crude Oil Price and Exchange Rates
451 Table showing results of Granger Causality Test on 29.30

o Worldwide Crude Oil Price and Exchange Rates
46.1 Table showing results of Augmented Dickey-Fuller Test at 1

o level on Worldwide Crude Oil Price
462 Table showing results of Augmented Dickey-Fuller Test at 1% 1

o difference on Worldwide Crude Oil Price
463 Table showing results of Augmented Dickey-Fuller Test at 34

o level on USD/INR
464 Table showing results of Augmented Dickey-Fuller Test at 1% 35

o difference on USD/INR
465 Table showing results of Augmented Dickey-Fuller Test at 16

e level on YEN/INR
466 Table showing results of Augmented Dickey-Fuller Test at 1% 37

e difference on YEN/INR
467 Table showing results of Augmented Dickey-Fuller Test at 13

o level on GBP/INR
468 Table showing results of Augmented Dickey-Fuller Test at 1% 19

o difference on GBP/INR
46.9 Table showing results of Augmented Dickey-Fuller Test at 40

e level on EURO/INR
46.10 Table showing results of Augmented Dickey-Fuller Test at 1* 41

o difference on EURO/INR
471 Table showing results of T-test on Worldwide Crude Oil Price 4243

and Exchange Rates




LIST OF GRAPHS

GRAPH TITLE PAGE NO
NO
4.1.1. | A graph representing the movement in the Worldwide Crude Oil Price 24
A graph representing the movement in the foreign exchange rates of four
4.1.2 24

different currencies against the Indian rupee




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.



