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Volatility oN forex exchange OF India
Exchange rate movements play substantial role in risk measurement and their effective management. Volatility in exchange rates has been quite large and it has affected sales as well as profit margins of multinationals in India. 
Objectives of study are to ascertain the relationships between exchange rate movements and to suggest measures to cope up volatility of exchange rate movements and for effective management of forex exchange market.
Data for analyses had collected from www.x-rates.com, www.federalreserve.gov and yahoofinance.com. The data has been analysed for period of 25 years i.e. from 1990 to 2015 years. Correlation and other descriptive statistics have been calculated using SPSS software (table 1). 
Table 1 - Descriptive statistics calculated using SPSS software
	Parameters
	CAD/INR
	GBP/INR
	USD/INR
	JPY/INR 

	Mean
	34.77
	69.65
	41.69
	0.27

	Standart error of mean
	2.266
	3.43
	2.527
	0.089

	Median
	32
	72
	44.5
	0

	Mode
	23
	83
	45
	0

	Standart deviation
	11.556
	17.488
	12.883
	0.452

	Variance
	133.545
	305.835
	165.982
	0.205

	Skewness
	0.434
	-0.424
	-1.227
	1.105

	Standart error of skewness
	0.456
	0.456
	0.456
	0.456

	Kurtosis
	-0.725
	-0.364
	3.387
	-0.85

	Standart error of kurtosis
	0.887
	0.887
	0.887
	0.887

	Range
	42
	69
	63
	1

	Minimum
	15
	31
	0
	0

	Maximum
	57
	100
	63
	1

	Sum
	904
	1811
	1084
	7


The change in values of all major currencies have the same pattern throughout the period under research. 

Value of correlation coefficient 0.543 depicts that JPY/INR has positive linear correlation with GPB/INR. Coefficient of determination is 0.294849 denotes that 29% of changes in GPB/INR can be attributed to relationship between JPY and GBP.

Value of correlation coefficient 0.894 depicts that GPB/INR has positive linear correlation with CAD/INR. Coefficient of determination is 0.799236 denotes that 79% of changes in CAD/INR can be attributed to relationship between CAD and GBP.

Value of correlation coefficient 0.844 depicts that USD/INR has positive linear correlation with CAD/INR. Coefficient of determination is 0.712336 denotes that 71% of changes in CAD/ INR can be attributed to relationship between CAD and USD.

The Pearson’s correlation value is close to 1 in almost all cases, it indicates that there is a strong relationship between two variables.
CAD with INR are positively skewed whereas USD, GBP, JPY are negatively skewed with INR. INR movements in CAD, JPY, USD and GBP have correlation indicating that all companies having transactions globally can predict that upward movement in one currency affects the movement of another currency.

Based on above analysis, some suggestion have been drawn for improving functioning of forex exchange market in India: 1. Most hedging instruments are required to cope up extreme volatility of INR against all major currencies of the world. 2. Steady liberalization of financial markets is need more attention on business who invest back in India. 3. Promotion of invoicing of trade in domestic currency will be extremely helpful and beneficial to cope up with extreme volatility. 4. There has been wide progress and enhancement of INR market across globe especially in Dubai, Singapore, London and New York, so it is need to try relocate of offshore activities on shore. 5. RBI has taken a number of steps in the recent past to liberalize currency futures market to obviate/reduce the need for the NDF market. 6. There is need for effective coalition between OTC and exchange traded markets for currency futures. 7. More focus should be to advocate the importance and practicability of risk management techniques in particular using options. 8. There is need to develop strict monitoring mechanism by liberalizing open position limits of banks.
