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Thus, the innovative activity of personnel is an integral part of the innovative activity and
development of the organization. Its manifestation varies depending on the extent to which the
organization itself manifests itself in the field of innovation, but for high innovative activity of
personnel it is necessary to have all the specified organizational prerequisites. Consequently, the
following are important for determining the innovative activity of personnel: the ability and
readiness to perceive innovations, the readiness to transform and implement innovations, the
readiness to mobilize their own resources and to renew and self-realize them. At the same time,
the innovative activity of personnel is determined by the ability and readiness of the organization
itself to form and effectively use the innovative potential of each employee.

List of sources
1. Salikov Yu. A. Analysis of external factors influencing the innovative activity of an
industrial enterprise / Yu. A. Salikov, I. A. Goncharova, A. S. Barzenkova // Vestnik VGUIT. —
2014. —No. 1. —p. 207-213.
2. Pakhno 1.V. Innovative activity and new formation of personality: a metasystem
approach / 1.V. Pakhno // Psychology in economics and management. — 2015. — T. 7. — No. 1. — P.
16-25.

3. Sokerina S.V. Formation of active innovative activity of enterprise personnel //
Vestnik VSU. Ser.: Economics and management. —2016. — No. 2. — p. 96-100.
4. Matuzova I.V. On the issue of the content and essence of the category “innovative

activity” / I.V. Matuzova // Transport business of Russia. — 2012. — No. 3. — p. 27-29.

THE INFLUENCE OF GLOBAL CURRENCY MARKETS ON THE ECONOMY:
EXAMINATION OF ELEMENTS SHAPING FOREIGN CURRENCY EXCHANGE
RATES AND THEIR CONSEQUENCES ON ECONOMIC CONDITIONS

Zholimova A.A.
Azamatkyzy A.

Students of Economics Faculty, 4 year Tourism Department
Eurasian National University named after L.N.Gumilyov, Astana, Kazakhstan
zholimovaami@gmail.com
azamatqyzzy@gmail.com

ANNOTATION

The article "The Influence of Global Currency Markets on the Economy: Examination of
Elements Shaping Foreign Currency Exchange Rates and Their Consequences on Economic
Conditions" presents a thorough exploration of the intricate interplay between global currency
markets and the broader economic landscape. Spanning six pages, the article dissects the various
elements that impact foreign currency exchange rates, including interest rates, inflation, and
central bank policies. It offers valuable insights into how exchange rate fluctuations can
significantly influence economic conditions, trade competitiveness, investment patterns, and key
macroeconomic indicators. Additionally, the article delves into different exchange rate regimes,
shedding light on their implications and discussing strategies for mitigating currency-related risks.

Rich in essential concepts and real-world examples, this article serves as an invaluable
resource for economists, policymakers, and businesses alike, equipping them with a deeper
comprehension of how global currency markets exert a profound influence on economic dynamics.
It illuminates the multifaceted nature of exchange rates and their pivotal role in shaping the
contours of international trade, investment, and the overall economic well-being.
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INTRODUCTION

The economy of any given state is significantly influenced by exchange rates. Successful
management of exchange rates is crucial for the effective operation of the national economy. This
necessitates a comprehensive study of this subject. Exchange rate fluctuations are closely tied to
market conditions. Therefore, the exchange rate is subject to a variety of factors, including the
state of the balance of payments, disparities in interest rates among different countries, the extent
to which a currency is used in international transactions, speculative currency trading, and the
activities within currency markets, as well as inflation, among other factors discussed in this
article. The potential consequences of these factors on exchange rates are outlined, with examples
provided. We also delve into the impact of these variables on Kazakhstan, including the
relationship between the growth of the money supply, the monetary base, and inflation.

Furthermore, this article analyzes the direct influence of exchange rates on various
economic aspects, such as foreign trade, capital flows, interest rates, business development, the
purchasing power of the population, and overall economic growth. An assessment of the exchange
rate situation in the Republic of Kazakhstan is conducted, with a particular emphasis on the factors
that exert the most significant influence, including the floating ruble exchange rate, changes in the
refinancing rate, fluctuations in oil prices, and the challenges associated with refinancing external
debts. To address these issues and stabilize the ruble, a series of measures is proposed.
Implementation of these measures is expected to have a positive impact on stabilizing the ruble
exchange rate and improving the overall economic situation in Kazakhstan.

The significance of this subject matter stems from the imperative need for long-term
exchange rate forecasting and planning, which in turn plays a pivotal role in shaping the economic
trajectory of a nation. It is also crucial to conduct an in-depth examination of the manifold factors
that exert their influence on exchange rate fluctuations. This is because the effective formulation
of a state's economic policies hinges on the competent management of its currency and exchange
rates.

Presently, an array of factors, intrinsically linked to prevailing market conditions, wields
considerable influence over long-term exchange rate movements. These fluctuations, driven by
shifts in currency supply and demand, cause the exchange rate to deviate from its intrinsic value,
notably its purchasing power. The multifaceted nature of exchange rates is intertwined with various
economic parameters, including price dynamics, cost structures, interest rates, monetary variables,
the balance of payments, and a plethora of other interrelated aspects.

Further the main functions of the exchange rate will be outlined. To start with, in
international trade, goods and services are exchanged between countries, which also implies the
exchange of national currencies. This implies the need to establish the ratio of the value of one
currency to another for the mutual exchange of currencies in the trade of goods, services, as well
as in the movement of capital and loans. When exporting domestic goods, the exporter is forced
to exchange the proceeds received in foreign currency for the national one, and when importing
goods into the country, the importer, on the contrary, must purchase foreign currency to pay for
goods imported into the country.

Secondly, the exchange rate serves as an indicator for comparing prices of different
countries, as well as for comparing the development of world markets.
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Finally, the exchange rate helps with the periodic revaluation of foreign currency accounts
of firms and banks.

In Kazakhstan, it is commonly asserted by experts that our inflation is primarily a result of
structural factors rather than monetary issues, emphasizing the necessity for structural reforms.
While there is certainly validity in this perspective, it does not encompass the complete picture.
But the statement made by the former chairman of the National Bank of Kazakhstan, Grigory
Marchenko, who emphasized that the National Bank does not engage in the excessive printing of
money, and that the growth of nominal GDP outpaces the growth of monetary aggregates. While
this statement holds some truth, it lacks relevance because the growth of the money supply should
be compared to the growth of real GDP, not nominal GDP.

The significance of global currency markets cannot be overstated, as these markets act as
a bridge connecting national economies in an increasingly interconnected global landscape. The
exchange rates of foreign currencies play a pivotal role in shaping economic conditions,
influencing trade flows, investment decisions, inflation levels, and overall economic stability.
Understanding the elements that shape foreign currency exchange rates and the consequences of
these fluctuations is essential for businesses, policymakers, and investors aiming to navigate the
complex dynamics of the global economy.

There are factors that shape foreign currency exchange rates. Starting with interest rates,
which plays a vital role in shaping foreign currency exchange rates due to their impact on capital
flows. Higher interest rates attract foreign investors seeking higher returns, driving up demand for
the local currency and strengthening its value. Conversely, lower interest rates may lead to capital
outflows, weakening the local currency.

Inflation differentials between countries significantly impact foreign currency exchange
rates. Countries with lower inflation rates tend to have stronger currencies as their purchasing
power remains relatively stable. Higher inflation levels erode the value of a currency, reducing its
purchasing power and leading to a depreciation in the exchange rate.

The trade balance, represented by the current account, is a critical determinant of exchange
rates. A country experiencing a trade surplus (exports exceed imports) tends to have a stronger
currency as there is demand for its goods and services. Conversely, a trade deficit leads to a weaker
currency, reflecting a higher demand for foreign goods.

Capital flows, including foreign direct investment, portfolio investment, and speculative
flows, exert significant influence on exchange rates. Favorable investment opportunities and
investor sentiment towards a particular country can attract capital inflows and strengthen its
currency. Conversely, economic uncertainties or a lack of confidence may lead to capital outflows
and currency depreciation.

Geopolitical events such as political instability, wars, sanctions, and geopolitical tensions
contribute to exchange rate volatility. These events can disrupt economic activities, alter investor
sentiment, and lead to increased risk perceptions, which impact currency valuations.

There are also several consequences it can lead on economic conditions, which is given
below.

Exchange rate fluctuations directly affect a country's competitiveness in international trade.
A strong domestic currency makes exports more expensive, leading to a decrease in demand, while
imports become cheaper, fostering increased consumption of foreign goods. Conversely, a weaker
currency boosts exports and discourages imports, enhancing domestic industries.

Exchange rates are directly linked to inflation levels within an economy. A depreciation in
th e exchange rate leads to higher import prices, resulting in imported inflation. This can reduce
consumers' purchasing power and increase the cost of living, potentially impacting overall
economic conditions.
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Exchange rate fluctuations can significantly impact investment decisions, particularly for
international businesses. Significant currency volatility poses risks, as it can erode profits and
disrupt investment strategies. Conversely, strategic hedging and currency speculation can be
utilized to mitigate risks and capitalize on exchange rate movements.

Exchange rate stability is crucial for maintaining economic stability. Excessive currency
fluctuations can impair economic planning, disrupt business operations, and deter foreign
investment. Central banks and monetary authorities play an instrumental role in managing
exchange rates to preserve stability by employing various tools such as interest rate adjustments
and foreign exchange interventions.

CONCLUSION

In conclusion, the influence of global currency markets on the economy is undeniable.
Exchange rate fluctuations driven by factors such as interest rates, inflation, trade balance, capital
flows, and geopolitical events significantly shape economic conditions. Understanding these
elements and their impact on various sectors is essential for policymakers, investors, and
businesses to navigate the complexities of the currency market effectively. Striking a balance
between exchange rate stability and flexibility is crucial to foster economic growth and stability in
an increasingly interconnected global economy.
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