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The Falling Rupee Against the Dollar: Why Should

India Be Concerned?

A Practical Look at How Currency

Movement the Indian

Economy

Impacts

Over the last few years, one topic that has
repeatedly made headlines in newspapers,
television debates, and business discussions is the
falling value of the Indian rupee against the US
dollar. Every time the rupee touches a new low,
experts begin discussing its consequences,
markets react sharply, and people suddenly start
asking an important question—why does the value
of the dollar matter so much to India?

For many people, the exchange rate may seem like
just another number discussed by economists or
finance professionals. After all, if someone is not
travelling abroad or dealing directly in foreign
currency, why should it matter whether one dollar
equals 285 or 95? On the surface, it may appear
insignificant. However, when we look deeper, the
answer becomes quite clear: the value of the rupee
quietly aoffects almost every individual, business,
and sector in the country.

The impact may not always be visible immediately,
but it eventually reaches ordinary households in
different forms—higher fuel prices, increasing
transportation costs, expensive electronic goods,
rising inflation, and even changes in employment
and business profitability. In a country like Indig,
where a significant portion of industrial
requirements and energy needs depend on
imports, currency fluctuations become far more
important than most people realize.

Before understanding why a falling rupee creates
concern, it is important to first understand what the
term actually means. In simple words, rupee
depreciation means that the Indian currency loses
value compared to the US dollar. Suppose a few
years ago, one dollar could be purchased for 275,
but today the same dollar costs 95. This means
India now needs more rupees to buy the same
amount of dollars. In other words, the rupee has
weakened.

At first, a difference of a few rupees may not sound
alarming. But when we think about the scale at
which India imports crude oil, machinery, electronic
equipment, chemicals, and industrial goods, the
effect becomes much larger. A small movement in
exchange rates can translate into billions of
additional costs for the economy.

One of the biggest reasons behind the weakening
of the rupee is India’s dependence on imports,
particularly crude oil. India imports a major portion
of the oil needed to run vehicles, industries,
factories, and power systems. Since international
oil trade mainly happens in dollars, India must
purchase dollars to pay for these imports.
Naturally, when demand for dollars rises, the dollar
strengthens and the rupee experiences pressure.

Global economic developments also play an
important role. There are times when the US
economy becomes stronger or when interest rates
in America rise. During such periods, global
investors often move money away from emerging
markets like India and shift investments toward the
United States. As foreign investors withdraw money,
demand for dollars increases, leading to further
depreciation of the rupee.

However, the real concern begins when a weaker
rupee starts affecting the everyday economy.
Consider a simple example. Suppose crude oil
costs $100 per barrel. If the exchange rate stands at
Z85 per dollar, India pays 8,500 for that barrel. But
if the rupee weakens to 295 per dollar, the same
barrel suddenly costs 9,500. The oil price has not
changed, but India still ends up paying significantly
more because of currency depreciation.

This additional cost does not stop at oil companies.
It eventually travels through the economy. Fuel
becomes expensive, transportation costs rise,
businesses face higher expenses, and ultimately,
consumers begin paying more for goods and
services. In this way, the impact of a weak rupee
slowly reaches the pocket of the common person,
even if they have never purchased a dollar in their
lives.
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What makes this topic even more interesting is that
a weak rupee is not entirely harmful. While some
sectors suffer, others benefit significantly. Export-
driven industries such as IT services,
pharmaceuticals, and certain  manufacturing
businesses often gain because their earnings in
dollars become more valuable when converted
into rupees.

The real challenge, therefore, is maintaining
balance. A moderate depreciation may support
exports and improve competitiveness, but
excessive weakness can increase inflation, widen
trade deficits, and create economic uncertainty.

From a finance professional’s perspective, | believe
India should not fear temporary fluctuations in
currency value, as they are part of normal
economic cycles. However, maintaining a healthy
balance remains important because long-term
instability in the rupee can slow economic
momentum and reduce purchasing power.
Ultimately, a strong economy is not measured only
by GDP growth, but also by how effectively it
manages inflation, trade balance, and currency
stability in an increasingly interconnected global
world.

After understanding the impact of a weakening
rupee, an important question arises: What should
India do to reduce excessive dependence on the
dollar and strengthen its currency over the long
term? In my opinion, the solution does not lie in
controlling exchange rates artificially but in
strengthening the overall economy. A strong
currency is usually the result of strong economic
fundamentals.

One of the most important steps India can take is
to reduce its dependence on imports, particularly
crude oil. Since oil imports account for a significant
portion of India’s import bill, increasing investments
in renewable energy, electric vehicles, and
domestic energy production can help reduce the
demand for dollars. Over time, this would ease
pressure on the rupee.

Another key area is export growth. India needs to
continue supporting sectors such as information
technology, pharmaceuticals, manufacturing, and
engineering services. Higher exports bring more
foreign currency into the country, helping improve
the trade balance and strengthening the rupee in
the long run. Initiatives such as "Make in India” can
play a crucial role in achieving this objective.

Attracting stable foreign investment is equally
important. Investors prefer economies that offer
policy stability, strong infrastructure, and ease of
doing business. By creating a business-friendly
environment, India can attract long-term
investments that support economic growth and
increase foreign exchange inflows.

Furthermore, maintaining controlled inflation is
essential. A country with stable prices generally
enjoys greater investor confidence and stronger
currency performance. The Reserve Bank of India
and the government must continue working
together to maintain economic stability and
protect purchasing power.

In conclusion, the future strength of the rupee will
depend not only on global economic conditions
but also on India's ability to enhance productivity,
boost exports, reduce import dependence, and
sustain high-quality economic growth.
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