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Abstract 

 

The subject discussed in this doctoral dissertation are the consequences of the growing 

importance of emerging economies for the international foreign exchange market. The thesis 

combines the two major areas of functioning of the modern global economy: the development 

of the foreign exchange market and the transformations of the global economy in the context 

of the emergence of new significant economic players on the international scene. 

The international foreign exchange market, known in literature as Forex, is a market, 

which in its nature is global, over-the-counter, and decentralised in economic, geographical 

and technical sense. It constitutes the single largest segment of the global financial market. It 

is characterised by high liquidity, but also by significant dynamics and high volume of 

turnover. 

The intensification and deepening of links between the economies in the global socio-

economic system contribute to the shifting of economic power from highly developed 

countries to those economies that are entering a rapid path of socio-economic development. In 

this context, the so-called emerging economies are attributed special significance. 

The issues discussed in the thesis concern, on the one hand, the most dynamic market, 

which is the foreign exchange market, and on the other, the fastest growing economies, which 

are the emerging economies. 

The main goal of the dissertation was to clarify whether the growing importance of 

emerging economies in the global economy translated into the growing importance of these 
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economies on the foreign exchange market. This goal has been broken down into the 

following specific objectives: 

1. Demonstration of the growing importance of emerging markets in the global economy. 

2. Systematic arrangement of knowledge about the international foreign exchange market 

and its relationships with the world economy and the international monetary system. 

3. Demonstration of the role of emerging economies in the Forex market using existing 

data and the perception of this role by Polish investors. 

4. Demonstration of the distinct significance of US and local macroeconomic data 

publication for USD/MXN, USD/ZAR and USD/TRY exchange rate reaction. 

The thesis adopts the following research hypothesis: over the recent decades, the 

importance of the emerging economies in the global economy has increased, but this uptrend 

neither translated into increased importance of the currencies of these economies on the Forex 

market, nor the macroeconomic data of these economies gained in significance when it comes 

to shaping exchange rate developments. Three supporting hypotheses were also formulated: 

1. The beginning of the 21st century brought increased importance of emerging 

economies in the global economy. 

2. The importance of the emerging economy currencies in the Forex transactions does 

not match the role played by the emerging economies in the global economy. 

3. Exchange rates of the emerging market currencies that were examined are more 

sensitive to changes in the US macroeconomic factors than to local economy 

macroeconomic factors. 

This paper consists of five chapters. Chapter one outlines the global economy and 

discusses the issues related to the idea of the international monetary system. The essence of 

the emerging economies was also presented, while explaining specific definitions, 

classifications, as well as the most prominent features of the economies which form part of 

this relatively heterogeneous group. This chapter focuses on demonstrating the growing 

importance of the emerging markets in the world economy. 

Chapter two presents the development of the foreign exchange market within the 

modern international monetary system. The specific characteristics of the Forex market were 

explained by arranging the pool of knowledge in this field. A special focus was placed on the 

features of the Forex market, the entities operating on this market, the subject of trading 

transactions and on the given types of transactions concluded. A significant element of this 

part of the study was to present the role of the major currencies and of the most prominent 
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currency pairs on the Forex market. In addition, this chapter depicts the evolution of the 

foreign exchange market in Poland. 

The purpose of chapter three was to examine the role of the emerging market 

currencies on the foreign exchange market, as well as the role of currency pairs involving 

emerging market currencies and the significance of investors representing these economies 

against the backdrop of global turnover. The currency market of the emerging economies 

selected as part of the ongoing study was put under scrutiny. This chapter also presents the 

findings of the surveys carried out on the perception of emerging market currencies by 

investors actively engaged on the Forex market. 

The agenda of chapter four was the question of short-term reaction of exchange rates of 

selected currency pairs in response to a publication of macroeconomic data. As part of the 

study, there are presented the findings of the research conducted on the impact of 

macroeconomic data in the context of shaping the exchange rate from the perspective of the 

body of knowledge. The crucial US macroeconomic data parameters were also discussed 

here. The findings of the study presented in this chapter refer to the assessment of the 

responsiveness of the exchange rate of selected currency pairs to the publication of 

macroeconomic indicators in the opinion of examined investors. 

Chapter five presents the results of the study of the GARCH model of the short-term 

reaction of exchange rates of currency pairs involving currencies of the emerging economies 

to the publication of macroeconomic data. The reaction of exchange rate of selected currency 

pairs to individual US and domestic macroeconomic variables was tested. The exchange rate 

volatility in response to a publication of macroeconomic data and the strength with which 

exchange rate volatility of selected currency pairs responds to individual variables was also 

analysed. 

The dissertation uses research methods tailored to specific goals and research 

hypotheses. These included the following: 

 technical literature study, analysis of foreign and domestic technical publications; 

 cause-effect analysis using statistical and descriptive methods; 

 quantitative study, which adopted survey as research method; with survey distribution 

as assumed study technique, and the research tool directly resulting from the adopted 

research technique was survey questionnaire; 
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 regression analysis and statistical inference techniques using a linear regression model 

with the GARCH process for a random component; parameter estimation was carried 

out in the Stata 15 programme. 

 

 

Test description and the results achieved 

H.1: The beginning of the 21st century brought increased importance of the emerging 

economies in the global economy. 

Description of the study: 17 economies were selected for the study, according to the 

classification proposed by the International Monetary Fund, namely: Argentina, Brazil, China, 

Philippines, India, Indonesia, Colombia, Latvia, Malaysia, Mexico, Poland, South Africa, 

Russia, Thailand, Turkey, Ukraine and Hungary. Due to the context of the research issues in 

question, the analysis focused predominantly on the economic dimension, narrowed down to 

the most significant macroeconomic indicators, such as the population figure, including the 

working age population, economic growth dynamics, GDP indicators, exports, imports, 

foreign direct investment and the size of official reserve assets. 

During the time period under examination (i.e. 1996-2018), the average figure of 

economic growth in the years 1996-2018 for the EM group was 3.9%. In 2018, these 

economies generated almost 44% of the global production. The rapidly growing domestic 

product leads to increased purchasing power of the societies of these economies. Rising 

income per capita generates huge internal demand, which, among others due to the immense 

demographic potential of these countries, translates into growing global demand. The high 

dynamic of the economic growth of the emerging market economies makes these economies 

the driving force behind the global economy. The working-age population (2.7 billion) 

translates into considerable population potential of these economies, and consequently, 

demographic advantage from the labour market perspective and its development potential. 

Conclusion: Analysis of the key macroeconomic indicators for economies in the period under 

review proves that the status of the emerging economies on the international scene is growing. 

Hence, the adopted supporting hypothesis was confirmed: the importance of the emerging 

economies in the global economy has increased. 

 

H.2: The importance of the emerging economy currencies in the Forex transactions does not 

match the role played by the emerging economies in the global economy. 
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Description of the study of provided data  

Referring to the data collected from the Bank for International Settlements reports, the share 

of emerging market currencies in global foreign exchange trading was examined, as well as 

the significance of the currency markets of selected economies. In 2019, the emerging market 

currencies had a 15% share in the total transactions concluded on the Forex market. As two 

currencies are involved in every single foreign exchange transaction, the sum of percentage 

shares of the individual currencies is 200%. Most popular in this context are yuan, Mexican 

peso and rupee. The share of currency pairs involving emerging market currencies in foreign 

exchange transactions was calculated to be relatively insignificant, at 11%. The share of 

investors representing these economies in the total foreign exchange market trade volume is 

4% and - for over a decade – it remains intact, which gives evidence of limited interest in the 

Forex market on the part of the investors representing these economies. 

Description of the survey 

The survey conducted among the Forex market stakeholders in Poland was aimed at assessing 

the perception of the emerging market currencies on the Forex market and of the transactions 

made in these currencies. The study involved 760 investors actively investing in the Forex 

market. The study run from November 2017 to November 2018 and was anticipated by pilot 

studies. The survey showed that merely 8% of respondents used to invest in the emerging 

market currencies, and the main reason for their reluctance to commit their capital in this sort 

of transactions were too high spreads, i.e. transaction costs. The currencies, which were most 

popular with respondents making transactions were Mexican peso, yuan, Turkish lira and 

Russian ruble. The prevailing opinion was that the insignificant share of the emerging market 

currencies in the global foreign exchange transactions is the result of trade inertia explained 

by the commitment of foreign exchange speculators to Forex transactions involving major 

currency pairs. 

Conclusion: The findings stemming from the presented study serve to depict limited interest 

in the currencies of the emerging economies on the part of the Forex market investors. This 

fact is reaffirmed by, both, the analysis of the  provided data, and the findings of the 

performed surveys. The adopted supporting hypothesis was confirmed: the growing 

importance of the emerging economies in the global economy does not translate into growing 

prominence of these economies in the foreign exchange market. 
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H.3: Exchange rates of the emerging market currencies that were examined are more sensitive 

to changes in US macroeconomic factors than to local economy macroeconomic factors. 

Description of econometric study. A key empirical study concerned the examination of a 

short-run reaction of exchange rates of selected currencies of the emerging economies in 

tandem with the US dollar to a publication of macroeconomic data. The reaction was 

understood as, both, a change in the exchange rate, and its volatility. The study covered the 

data from the time period spanning from January 2012 to December 2018. The 

macroeconomic data used in the analysis was sourced from, both, the emerging economies, 

and from the United States. The objective of the performed study was to demonstrate the 

distinct role played by domestic and US macroeconomic variables as determinants of short-

run exchange rate fluctuations. 

Short-run reaction was understood as a reaction to a publication of macroeconomic data 

within one hour interval, which provides the most reliable results. Adhering to the criteria of 

geographical representativeness and data availability, three currencies were adopted for the 

empirical study (as part of the following currency pairs), i.e. USD/MXN, USD/TRY and 

USD/ZAR. The study was based on a 30-minute interval (M30). 

Literature studies facilitated the selection of variables for the study of US and domestic 

macroeconomic data. The reaction was examined based on the following US-derived 

variables: change in employment in the non-agricultural sector, CPI inflation, core inflation, 

PPI inflation, trade balance, retail sales, ISM index for services, ISM index for industry, index 

of concluded housing estate sale contracts, housing construction projects under way, sale of 

real estate property on the secondary market, building permits, sales contracts for durable 

goods excluding the transport sector, sales contracts for industrial goods, and consumer 

confidence index, according to the Conference Board. This data is of greatest significance for 

investors engaged in currency trading, which has been confirmed by literature studies. 

In case of the data deriving from the domestic economies: 

- for the USD/MXN currency pair, a short-term exchange rate reaction to macroeconomic 

data derived from the Mexican economy was examined, i.e. unemployment rate, CPI 

inflation rate, trade balance, retail sales volume and the volume of industrial production, 

- for the USD/TRY currency pair, the following macroeconomic indicators derived from 

the Turkish economy was analysed: CPI inflation rate, trade balance and the volume of 

industrial production, 
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- for the USD/ZAR currency pair, the examination covered the following macroeconomic 

data derived from the South African economy: trade balance, CPI inflation rate, PPI 

inflation rate and the volume of retail sales. 

A linear regression model with the GARCH process for a random component, 

frequently used in this type of analysis, was adopted for the study. The model parameters 

were estimated on the basis of half-hour data relating to exchange rates of the three examined 

currency pairs. The estimation of the parameters was carried out using the Stata 15 

programme. Consequentially, the series had over 83,000 observations. 

 

 

Conclusions made from the econometric study:  

The study of short-term changes and fluctuations of exchange rates revealed a subtle 

depiction. For all of the three currency pairs examined, the results of the research probing the 

reaction to the publication of data derived from the US economy and from the individual 

domestic economies are ambiguous. The exchange rates of the studied currency pairs 

responded to, both, certain data from the US economy, and to some domestic data. It should 

be emphasised, in particular, that a surprise change in employment and ISM for industry in 

the United States significantly affected the short-term fluctuations of the examined exchange 

rates. Exchange rates also reacted to unexpected development with respect to the domestic 

economy data. The Mexican peso exchange rate reacted to the majority of the domestic 

macroeconomic data indicators. The Turkish lira exchange rate proved sensitive in the 

aftermath of the publication of the domestic macroeconomic data on inflation and industrial 

production, and rand reaction was triggered just by a publication on the trade balance figures. 

The study has demonstrated that US employment figures had the strongest impact on the 

currency pairs under examination. In the case of local data, this impact used to vary, but in no 

case was it as much pronounced as tended to be the influence of the change in employment 

figures in the US economy. The strongest reaction was caused by the publication made on the 

trade balance of South Africa and CPI inflation in Turkey. In the case of Mexico, the local 

economy macroeconomic figures were not significantly influential. 

The exchange rate volatility was caused by, both, the publication of US macroeconomic data, 

and of domestic economy macroeconomic data. Following the publication of macroeconomic 

data, the strength of volatility reactions varied considerably. The macroeconomic indicator 

that caused the greatest volatility reaction throughout all currency pairs examined was the 
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change in the US employment figures. Less volatility was observed for certain local 

indicators, such as PPI index, CPI inflation and trade balance, for the USD/ZAR, USD/MXN 

and USD/TRY currency pairs, respectively. The impact of other local macroeconomic data on 

the strength of volatility can be described as varied. 

The study has portrayed that the currency pair that reacted to the most US macroeconomic 

indicators, was the currency pair, which involved the Mexican currency. At the same time, 

this currency also responded to the most domestic macroeconomic indicators. 

The research hypothesis stating that the exchange rates of the currencies of the emerging 

markets under scrutiny are more responsive to the US economy macroeconomic data than to 

the domestic economy macroeconomic indicators has been confirmed, however, on the 

grounds that this applies exclusively to a few key indicators, most notably, including 

employment statistics, sales contracts for fixed assets, core inflation and consumer 

confidence. 

Description of the survey 

The survey conducted among the Forex market participants in Poland, as discussed above, 

also concerned their perception of the impact of selected macroeconomic data on the reaction 

strength of exchange rates. 

Outcome of the survey: In the opinion of the market practitioners, which were examined, the 

exchange rates of the currencies of the emerging market economies in consideration are 

highly sensitive to the US macroeconomic data, whereas when it comes to the domestic 

macroeconomic indicators, the exchange rate reaction is less pronounced. According to the 

examined investors, the publication of data on changes in employment figures in the US non-

agricultural sector has the greatest impact on shaping the short-term USD/emerging market 

currency exchange rate. The second most frequently pointed macroeconomic indicator in that 

sense, was the US secondary market real estate sales figure. The findings of the survey 

indicate that currency pair involving USD and emerging market currencies reacts to US 

indicators, namely; ISM index for services, CPI inflation, GDP growth rate, trade balance and 

retail sales figures. In the case of domestic macroeconomic data of the emerging economies, 

merely the publication of the CPI inflation indicator can trigger a strong reaction of the 

emerging economies exchange rate. 

As a conclusion, it can be stated, that the growing importance of the emerging economies in 

the global economy has not translated into increased significance of the currencies of these 

economies on the Forex market. Thus, the main research hypothesis has been confirmed. 


