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Abstract

The aim of this study is to investigate the impact of exchange rate fluctuations on the market
value of financial assets in the Saudi stock market, as the Saudi stock market is one of the
largest stock markets in the region and a key driver of the Saudi economy. The study reveals an
inverse relationship between inflation rate and stock performance in the market, where a
decrease in the inflation rate is observed to improve stock performance, while an increase in
the inflation rate can negatively affect stock performance. The Saudi financial market is
influenced by several factors, including government spending, inflation rate, economic
performance, and monetary policy. Understanding these factors is crucial for making informed
investment decisions and reducing potential risks. The changing economic conditions in the
Kingdom and investors' concerns about high government spending can impact the value of
stocks during the study period. The Saudi stock market is significantly affected by changes in
the exchange rate of the local currency against foreign currencies, especially the US dollar,
which increases its attractiveness to foreign investors when the Saudi riyal depreciates. Some
financial instruments, such as futures contracts and options, can be used to mitigate the impact
of exchange rate fluctuations on the Saudi stock market by establishing a specific exchange rate
at a certain time.
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