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PREFACE

This study, titled Sensitivity of Firms’ Accounting Information to Macroeconomic
Variables: An Empirical Study in the Indian Context, represents the culmination of
over a decade of academic inquiry and professional experience. As businesses
navigate increasingly complex and interlinked global markets, understanding how
external economic forces shape corporate performance is more critical than ever.
Motivated by both scholarly gaps and practitioner needs, | set out to explore how
three vital accounting metrics—sales, operating profit, and profit after tax—respond

to fluctuations in exchange rates, interest rates, and inflation.

The research uses secondary data from India’s leading listed companies over a ten-
year period (2006-07 to 2015-16) and applies robust panel-data econometric
techniques to unravel these dynamics. Along the way, | have been fortunate to learn
from numerous seminal studies, refine my hypotheses, and test competing models

to ensure the rigor and relevance of the findings.

| dedicate this work to all stakeholders—creditors, investors, managers, and
policymakers—who rely on transparent, timely, and meaningful accounting
information to make informed decisions. It is my hope that this analysis deepens
academic understanding and equips practitioners with insights to better anticipate

and manage economic shocks.

My heartfelt thanks go to Dr. Pushpa D. Bhatt for her unwavering guidance, to the
faculty and peers at Bangalore University for their invaluable feedback, and to my

family for their enduring support throughout this journey.

— Mrs. Kumuda P.R., Bangalore, May 2025



Foreword

It is my privilege to introduce this comprehensive study on the sensitivity of
corporate accounting information to macroeconomic variables, undertaken by Mrs.
Kumuda P.R. Over the years, research has predominantly focused on how stock
returns react to economic shocks. Mrs. Kumuda’s work is important because it looks
at basic accounting figures—Ilike sales, operating profit, and profit after tax—and
studies how they respond to changes in exchange rates, interest rates, and inflation
in India.

India’s corporate sector, characterized by diverse industries and rapid economic
transformation, offers a fertile ground for such empirical investigation. Mrs.
Kumuda carefully chose samples from exporting companies, banks, and important
manufacturing industries, and used both fixed- and random-effects panel regression
models, which makes sure that the study's findings are reliable and useful.

Her findings challenge conventional expectations by showing that these core
accounting variables demonstrate surprisingly limited sensitivity to the chosen
macroeconomic indicators, and they invite policymakers, financial analysts, and
corporate managers to reconsider how economic risk is assessed and hedged. The
implications extend beyond academia, suggesting new avenues for risk management
strategies and regulatory frameworks.

I commend Mrs. Kumuda for her scholarly rigor, clarity of exposition, and
dedication to advancing our understanding of finance and accounting in an
emerging-market context. | trust that this volume will serve as an essential reference
for students, researchers, and practitioners alike and that it will inspire further
exploration of the intricate interplay between economic forces and corporate
performance.

= Dr. Pushpa D. Bhatt; Professor (Retd.),
Department of Commerce,
Bangalore University
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