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Effects of Exchange Rates on an Industry
One of the essential factors in the industry competitiveness is the effect of exchange rates fluctuations. However, the degree of effect on the exchange rates changes varies across the industries. The difference is brought to the extent of an industry importation and exportation activities (Alhabeeb, & Moffitt, 2013). Local industries are not affected by the fluctuations of the exchange rate especially when they do not import resources nor export the final products or services. The fluctuations in the exchange rate are determined by the supply and demand of currencies (Campa, & Goldberg, 2002). For instance, I work with Shell Company in U.S that sells petroleum products and operates in the oil industry. The company imports oil from the Middle East countries mostly from Saudi Arabia. When the Saudi Arabia Riyal appreciates against the US dollar, the import price becomes higher, and consequently, the prices of oil and petroleum products are increased across the industry. 
An industry that relies heavily on imports of resources such as raw material is affected differently by an industry that imports less or none. When a foreign currency appreciates against the domestic currency, imports become more expensive to an industry and vice versa (Alhabeeb, & Moffitt, 2013). Consequently, the cost of production becomes high and the prices of commodities from an importing industry increases leading to a decreased demand. Depending on the pricing strategy of a firm, an increase in the cost of production is passed to the final consumer who is charged higher prices for commodities or services. On the contrary, when a domestic currency appreciates against a foreign currency, imports becomes cheaper thereby, decreasing the cost of production. Besides, the prices of commodities from the industry decline leading to increased demand. 
A different phenomenon happens when an industry imports as higher as it exports its products or services to a given country. The effects of exchange rates fluctuations are minimized since the imports prices offset the export prices (Campa, & Goldberg, 2002). There are minimal effects in such situation on the prices and demand for products and services in the market. 
Effects of Exchange Rates on Firms
Depending on the type of a firm, the exchange rates fluctuations affect firms differently. Companies that source raw materials locally are affected differently from those companies that import the resources for the production of services or products. Further, a firm that trades locally and uses local resources is less affected by the exchange rate fluctuations (Alhabeeb, & Moffitt, 2013). However, a local firm that trades internationally is influenced by the appreciation or depreciation of either the domestic currency or the foreign currency. 
When a national currency appreciates against a foreign currency, an exporting firm that utilizes local resources sells products or services at a higher price and consequently earns a higher profit. However, the demand for the goods or services from a company decreases due to increased prices to foreign consumers. Their purchasing power is reduced due to a weak domestic currency against the exporters’ currency (Gomis-Porqueras, Kam, & Lee, 2013). However, depending on the firm’s pricing strategy; a firm might not increase prices of commodities to prevent new entrants in the market. For instance, when the US dollar appreciates against the Riyal, Shell reduces the prices of oil and petroleum products since the imports become cheaper, and the benefit is passed to the consumer. 
On the other hand, when a foreign currency appreciates against the domestic currency, the price of imports becomes higher for an importer firm. Thus, the prices of commodities increases and may lead to a reduced demand for imports as well as a reduction in demand for the products or services locally due to higher prices. Similarly, depending on the pricing strategy of a firm, the prices might not have a significant change but rather reduce a company’s profitability to prevent new suppliers in the market (Alhabeeb, & Moffitt, 2013).
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