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ABSTRACT: This study examines the impact of key macroeconomic variables—namely inflation, interest
rates, and exchange rates—on the performance of the NIFTY 50 index in India. The research aims to analyze
how changes in these economic indicators influence stock market returns and investor behavior. Using
secondary data collected from reliable sources such as the National Stock Exchange (NSE) and the Reserve
Bank of India (RBI), the study applies statistical tools including correlation and regression analysis to
evaluate relationships between variables. The findings highlight the extent to which macroeconomic
conditions affect market performance, providing valuable insights for investors, policymakers, and financial
analysts in understanding stock market dynamics.
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INTRODUCTION: The NIFTY 50 serves as the primary barometer for India’s equity market, representing
the weighted performance of 50 blue-chip companies across the nation’s most vital economic sectors. As a
market-capitalization-weighted index, it not only tracks the financial health of industry leaders but also acts
as a critical indicator of broader macroeconomic stability. This study explores the dynamic relationship
between the NIFTY 50 and three pivotal economic drivers: inflation, interest rates, and exchange rates. By
examining how rising costs, central bank monetary policies, and currency fluctuations influence corporate

REVIEW OF LITERATURE:

Jyoti Kumari (2011) examined the relationship between inflation and stock market returns in India using
econometric techniques such as VAR and Granger causality tests. The study found that inflation does not
maintain a stable long-term relationship with stock returns; however, short-term inflation shocks can
influence stock market movements.

H. R. Tejesh (2013) analyzed the effect of macroeconomic variables such as inflation and exchange rates
on the NIFTY 50 index using the ARDL model. The findings revealed that these variables have a significant
short-run relationship with stock market performance, while their long-run impact on stock returns is
relatively weak.
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Dixita Barai (2016) investigated the influence of exchange rate fluctuations on stock market volatility using
GARCH models. The study concluded that exchange rate movements significantly affect stock market
volatility, particularly in large-cap indices, thereby influencing investor behavior and market stability.
Smita Mahapatra (2017) studied foreign exchange exposure across various Indian industries and its effect
on stock returns. The research found that sectors with higher international trade exposure, such as
information technology and pharmaceuticals, are more sensitive to exchange rate fluctuations.

Anil Vashisht (2018) examined the combined impact of inflation, interest rates, and exchange rates on
Indian stock market indices. The study concluded that these macroeconomic factors influence stock prices,
although their impact varies depending on economic conditions and time periods.

RESEARCH OBJECTIVES:

e Toexamine the impact of inflation on the performance of the NIFTY 50 index.

e To analyze the effect of interest rate changes on NIFTY 50 stock market returns.

e To study the influence of exchange rate fluctuations on the NIFTY 50 index.

To evaluate the combined impact of inflation, interest rates, and exchange rates on stock market
performance.

e To understand how macroeconomic factors influence investor behavior and market trends in the
NIFTY 50.

RESEARCH METHODOLOGY:

e Research Design: The study adopts a quantitative research design to analyze the relationship between
macroeconomic variables and NIFTY 50 performance.

e Data Collection: The research uses secondary data collected from reliable sources such as the National
Stock Exchange (NSE), Reserve Bank of India (RBI), and government publications.

e Sample Period: The study analyzes data over a selected time period to observe the effect of inflation,
interest rates, and exchange rate fluctuations on the NIFTY 50 index.

LIMITATIONS OF THE STUDY:

e The study is limited to the NIFTY 50 index and does not cover other stock market indices such
as mid-cap or small-cap companies.

e The research relies only on secondary data, which may contain limitations related to accuracy or
data availability.

e The study considers only selected macroeconomic variables such as inflation, interest rates, and
exchange rates, excluding other factors like GDP or crude oil prices.

e The findings are limited to the selected time period and may differ under different economic
conditions or time frames.

HYPOTHESIS:

e  Ho: Inflation has no significant impact on the performance of the NIFTY 50 index.
Haa: Inflation has a significant impact on the performance of the NIFTY 50 index.
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e  Hao: Interest rates have no significant effect on the performance of the NIFTY 50 index.
Ha2: Interest rates have a significant effect on the performance of the NIFTY 50 index.
e  Hos: Exchange rate fluctuations have no significant impact on the NIFTY 50 index.
His: Exchange rate fluctuations have a significant impact on the NIFTY 50 index.
e  Hoa: Inflation, interest rates, and exchange rates collectively have no significant effect on NIFTY 50

performance.
Hiq: Inflation, interest rates, and exchange rates collectively have a significant effect on NIFTY 50

performance.

DATAANALYSISAND INTERPRETATION:

Table 1: Demographic Profile of Respondents (Age and Gender)

This table categorizes the respondents based on age group and gender distribution to understand the
demographic structure of the survey participants.

Category Classification Frequency (f) Percentage (%0)
Age Below 18 2 1.60%
18 -20 19 15.20%
21-23 103 82.40%
Above 23 1 0.80%
Gender Male 112 89.60%
Female 13 10.40%
Total Respondents 125 100%
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Table 2: Combined Analysis of Macroeconomic Awareness and Investment Behaviour
This table summarizes the responses related to respondents’ awareness of inflation, interest rates, exchange
rate impacts, and how these factors influence their investment strategies.

Question Response  [Frequency [Percentage

Do you believe inflation affects stock market [Yes 64 64%
returns?

No 34 34%
/Are you aware that RBI controls interest Yes 69 69%
rates through Repo Rate?

No 28 28%
Do changes in interest rates influence your  |Yes 55 55%
investment decisions?

No 42 42%
Are you aware of the impact of USD/INR  |Yes 64 64%
exchange rate fluctuations on the Indian stock
market?

No 34 34%
Have you ever changed your investment Yes 57 57%
strategy due to inflation or interest rate
changes?

No 40 40%
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Combined Analysis of Investor Awareness of Macroeconomic Factors
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CONCLUSION:

e The study concludes that macroeconomic factors such as inflation, interest rates, and exchange rates
significantly influence the performance of the NIFTY 50 index and investor decision-making.

e A majority of respondents are aware of the impact of inflation on stock market returns, indicating a
reasonable understanding of economic factors affecting investments.

e The findings show that many respondents recognize the role of the Reserve Bank of India in
controlling interest rates through the repo rate.

e Changes in interest rates were found to influence the investment decisions of several respondents,
highlighting the importance of monetary policy in financial markets.

e Thestudy also reveals that respondents are aware of the impact of USD/INR exchange rate fluctuations
on the Indian stock market.

e Many investors reported adjusting their investment strategies in response to inflation or interest rate
changes, showing the practical influence of macroeconomic conditions.

e Overall, the results suggest that macroeconomic indicators play a crucial role in shaping stock market
trends and investor behavior.

e The study highlights the importance of understanding economic variables for making informed
investment decisions and maintaining stability in financial markets.

FUTURE SCOPE OF THE STUDY:

e  Future research can include additional macroeconomic variables such as GDP growth and crude oil
prices to provide a broader analysis of stock market performance.

e The study can be expanded by analyzing other stock market indices such as mid-cap and small-cap
indices for comparative results.

e Researchers may use a longer time period and advanced econometric models for more accurate
analysis of macroeconomic impacts.

e Future studies can conduct sector-wise analysis to understand how different industries respond to
macroeconomic changes.
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e Primary data from professional investors and financial analysts can also be included to gain deeper
insights into investment behavior.
BIBLIOGRAPHY AND REFERENCES:

e Fama, E. F. (1981). Stock Returns, Real Activity, Inflation, and Money. American Economic

Review, 71(4), 545-565.

e Kumari,J. (2011). Inflation and Stock Market Returns in India: An Empirical Analysis.

International Journal of Financial Research, 2(2), 55-63.

e Tejesh, H. R. (2013). Macroeconomic Variables and Their Impact on Stock Market Returns in

India. Journal of Economics and Finance, 5(3), 41-47.

e Barai, D. (2016). Exchange Rate Volatility and Stock Market Performance in India.
International Journal of Economics and Financial Issues, 6(3), 1125-1132.

e Mahapatra, S., & Bhaduri, S. (2017). Foreign Exchange Exposure and Stock Returns: Evidence from

Indian Industries. Global Business Review, 18(4), 845-858.

e Vashisht, A. (2018). Macroeconomic Determinants of Stock Market Performance in India. Journal

of Financial Economics, 10(2), 35-46.

e Reserve Bank of India (RBI). (2023). Handbook of Statistics on the Indian Economy. Retrieved

from https://www.rbi.org.in

e National Stock Exchange of India (NSE). (2023). NIFTY 50 Historical Data and Market

Reports. Retrieved from https://www.nseindia.com

e  Ministry of Statistics and Programme Implementation (MOSPI). (2023). Consumer Price Index

Data. Government of India.

e Bodie, Z, Kane, A., & Marcus, A. (2018). Investments (11th ed.). McGraw-Hill Education.

Copyright & License:

‘Q IJVRA © Authors retain the copyright of this article. This work is published under the Creative
S

Commons Attribution 4.0 International License (CC BY 4.0), permitting unrestricted use,
distribution, and reproduction in any medium, provided the original work is properly cited.

IJVRA2603399 International Journal of Versatile Research and Analysis (IJVRA) (www.ijvra.org)



https://ijvra.org/
https://www.rbi.org.in/
https://www.nseindia.com/

