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The study aims to find out the effects of fluctuation of foreign exchange rate on the stock 

performance of cosmetic companies exported to China. The focus of the study will be 

addressed on whether the depreciation of the Chinese Yuan over the US dollar will influence 

the stock performance of American cosmetics. Meanwhile, it will compare the stock 

performance of cosmetics exported from different countries with the American cosmetics 

exported to China. Based on the information collected, the hypothesis is that there is a 

significant relationship between the exchange rate fluctuation and the stock performance of 

cosmetic companies exported to China. A regression line will be created based on the data 

collected, which will be much easier for understanding the relationship. The study is important 

for both perspectives from entrepreneurs and customers as a reference. 

 

Keywords: fluctuation of exchange rate, stock performance, cosmetic companies exported to 

China, depreciation of Chinese Yuan. 

Acknowledgements: I would like to appreciate my senior thesis advisor I-Wei Cheng for being 

helpful and supportive during the whole research process and all the advice he provided.  



III 
 

Table of Contents 

INTRODUCTION ..................................................................................................................... 1 

REVIEW OF RELATED LITERATURE AND STUDIES ....................................................... 4 

METHODOLOGY .................................................................................................................... 8 

BASIC INFORMATION OF DATA ........................................................................................ 10 

RESULTS ................................................................................................................................. 11 

FINDINGS ............................................................................................................................... 17 

LIMITATIONS AND CONTRIBUTIONS .............................................................................. 18 

LIMITATIONS OF STUDY .................................................................................................... 18 

REFERENCES ........................................................................................................................ 20 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1 
 

Effects of fluctuation of the foreign exchange rate on the stock performance of cosmetic 

companies exported to China 

 

 

Wu, Kaiyue (Karen) 

 

ABSTRACT 

The study aims to find out the effects of fluctuation of foreign exchange rate on the stock 

performance of cosmetic companies exported to China. The focus of the study will be 

addressed on whether the depreciation of the Chinese Yuan over the US dollar will influence 

the stock performance of American cosmetics. Meanwhile, it will compare the stock 

performance of cosmetics exported from different countries with the American cosmetics 

exported to China. Based on the information collected, the hypothesis is that there is a 

significant relationship between the exchange rate fluctuation and the stock performance of 

cosmetic companies exported to China. A regression line will be created based on the data 

collected, which will be much easier for understanding the relationship. The study is important 

for both perspectives from entrepreneurs and customers as a reference. 

 

Keywords: fluctuation of exchange rate, stock performance, cosmetic companies exported to 

China, depreciation of Chinese Yuan. 

Acknowledgements: I would like to appreciate my senior thesis advisor I-Wei Cheng for being 

helpful and supportive during the whole research process and all the advice he provided.  



1 
 

INTRODUCTION 

The recent changes in the exchange rate between the US dollar and the Chinese Yuan 

have caused much discussion since it affected varies aspects of people's lives and changed the 

import and export industries a lot. Especially, China is the main market of many international 

cosmetic companies, the influence of the depreciation of the Chinese Yuan is vital for the 

international sales performance of cosmetic companies and profit they can generate. The 

purpose of this study is to find out the relationship between the change of foreign exchange 

rate and the stock performance of American cosmetic company, which exported to China. It 

will focus on whether the depreciation of the Chinese Yuan over the US dollar will influence 

the stock performance of American cosmetics exported to China or not. Meanwhile, it will 

compare the stock performance of international cosmetics from different countries exported 

to China with cosmetics from American exported to China.  

Based on the information and data collected, the hypothesis is that there is a significant 

relationship between the exchange rate fluctuation and the stock performance of cosmetic 

companies exported to China. The hypothesis is conducted based on the fact that when the 

exchange rate of domestic currency over the US dollar decrease, it will cost more for 

domestic countries to import cosmetics from the US and other countries. That is because the 

depreciation of the Chinese Yuan leads to the purchasing power of the domestic currency 

decrease, the logic behind it is that customer will tend to cut down their expenditure on 

foreign cosmetics imported from the US and influence the sales of these foreign cosmetic 

companies. Furthermore, their stock performance which related to their performance in sales 
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will decrease due to their bad performance in exporting cosmetics to China. Logically, it can 

be true. However, the depreciation of the Chinese Yuan will also lead to the trade flow 

decrease which hurts the foreign exported companies. It is proved in some researches what 

have done that the negative impact is larger than the positive impact in some other industries 

(McKenzie, 2002) while the field related to the cosmetic industry remains blank.  

To test the hypothesis, the information on the fluctuation of the foreign exchange rate 

(US dollar over Chinese Yuan) in the recent 5 years as an independent variable is required. 

Another series needed data is the stock price of cosmetic companies, from foreign countries 

who export cosmetics to China in 5 years as the dependent variable. To specify, there are 

many cosmetic companies from different countries. To find out and establish a reliable and 

measurable result, the data of stock price related to cosmetic companies are deliberative and 

use some model to analyze it. Some of the stock prices will be considered and analyzed 

carefully since the relationship between the depreciation of Chinese RMB and the change of 

stock price might not be direct and obvious. As a result, American cosmetic companies which 

exported to China will be considered at the first place and then companies from other 

countries. The result should be calculated and conducted as a regression line of this 

relationship for a better demonstration and understand.  

Since China is the main market for varies cosmetic companies from different countries, 

the importance of studying this topic is obvious that some foreign cosmetic companies which 

are focusing on the Chinese market can learn from it to adjust their strategies and prices of 

products to comply with change of exchange rate and increase their sales in China. And it is 

also important for native cosmetic industries to figure out their position in the cosmetic 
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market of China and strengths over the foreign exported cosmetic companies to compete with 

them and earn a larger market share in cosmetic market in China.  

From the perspective of Chinese customers, they can change their habits of expenditure 

for better usage of their money to avoid the loss of their purchasing power when the Chinese 

Yuan is in the depreciation situation and choose from varieties of imported cosmetics from 

different countries. 
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REVIEW OF RELATED LITERATURE AND STUDIES 

Since the topic is the impact of foreign exchange rate fluctuations on the stock 

performance of cosmetic companies exported from other countries to China, the review of 

related literature and studies will take 3 aspects from the topic. The first part is about the 

influence of exchange rate fluctuations. The second part is about the factors that influence the 

stock performance. The last part is an overview of China's cosmetic industries related to the 

specific topic.  

The exchange rate as one of the important components in the international market can 

influence many aspects of trades and impact the trade flow from varies ways. There is much 

debate about what kind of influence the fluctuation of the foreign exchange rate would 

seduce. It is proved that the fluctuation of foreign exchange will have a negative influence on 

the trade flow. Based on the research of McKenzie (2002), which is focused on the influence 

of foreign exchange rate fluctuations on international trade flows, have demonstrated that the 

theoretic and empirical contributions to the relationship between the exchange rate 

fluctuation and international trade flows. By using models and explanations, it does provide 

supports to the relationship that exists and offer some directions for further researches. That 

provides background research on what this study is going to focus on.  

According to the Mohsen Bahmani-Oskooee and Scott W. Hegerty (2009), the journal 

article which is named The Effects Of Exchange-Rate Volatility on Commodity Trade 

between the United States and Mexico has shown that most industries are affected by the 

currency fluctuations in the short term and only one third of certain industries are influenced 
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in the long run by analyzing data collected. From their research, the volatility of the currency 

rate has more negative impacts than positive ones while to some extent, the volatility of the 

currency rate may increase the volume of trade flow for export and import side. However, 

there are limited resources for the investigation on the influence of the currency rate 

fluctuations on the stock market performance of cosmetic companies exported to China. 

On the other side, it is difficult for people to accurately estimate and predict the change 

in stock price when they are investing. However, many factors are related to the stock 

performance in the market should be considered when analyzing the stock price. There are 

many different aspects to divide factors of influencing the stock price. In the journal article 

which is focused on the influence of currency rate on stock performance during the Japanese 

quantitative easing, Kurihara (2006) mentioned that some macroeconomic factors determine 

the change of stock price. And it also noted Japanese stock performance was impacted by the 

currency rate and US stock price during the economic recovery period, which is related to the 

topic of the relationship between the currency rate fluctuations and the stock performance.  

The third part about Chinese cosmetic industry overview, which indicates that the 

Chinese cosmetic industry is almost in a big bloom, and cosmetics exported from different 

countries are competing for the market shares in different tiers with the Chinese domestic 

cosmetics. According to the data collection and analysis made by HKTDC Research (2019), 

following the development of the economy, China's cosmetics have a fast growth pace in 

recent years including the sales of retail and wholesale enterprises and the growth rate of 

them. However, imported brands of cosmetics from other countries have a high portion of 

market share in the high-end value and has been rising gradually while the domestic brands 



6 
 

of Chinese are staying in the period of expansion of second-and-third tier markets. Since the 

issue of cosmetics safety has been gathering more attention, most young and middle-aged 

women tend to prefer cosmetic brands from Europe, the US, and Japan, which caused a high 

import amount of major cosmetic products in 2008.  

From the perspective of foreign countries, China is a great country to export personal 

care and cosmetics since it is the 10th largest cosmetic exports for the US (Export, 2016). 

And it provided some data to prove that there is a big opportunity for foreign cosmetic 

companies to export and nine from the top ten largest sellers of cosmetic companies are from 

abroad, from where we can know the importance of the study. So there should be data and 

their stock price available for investigating, which can help the exporters from foreign 

countries to do better strategies to decrease or avoid the effect of currency rate on the stock 

performance. 

However, there are limited pieces of literature on the relationship between the foreign 

exchange rate fluctuations and the stock performance of foreign cosmetic companies 

exported to China. And the comparing analysis between different countries since the foreign 

exchange rate fluctuation or on the effects of fluctuation of the exchange rate on the stock 

performance of foreign cosmetic companies exported to China are rare. However, one thing 

that has been mentioned by Workman (2019) in the article is the cosmetics and skincare 

exports by country and the opportunities for exports. It is worth to do a comparison between 

different countries' cosmetics exported to China and what would happen to the stock price 

when the exchange rate volatility.   

This field is worth researching for further development of the cosmetic companies 
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exported to China since it is focused on the impact of foreign exchange rate fluctuations on 

the stock performance of cosmetic companies exported to China. Also, native cosmetic 

companies need to think about their position and further development of their future to find 

out their strengths compare to foreign imported cosmetic companies. Further comparison of 

the stock price of cosmetic companies from different countries exported to China will be 

structured or so. It will be useful for customers in China to better evaluate the cost 

performance when purchasing whether imported or native cosmetics and where the cosmetics 

imported during the exchange rate fluctuation period.   
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METHODOLOGY 

Research Design 

The study applies the correlational quantitative method, which is designed to examine the 

relationship between two variables whether slightly, or significantly. 

The correlation design is most suitable to be applied since the objective of the study is to 

find out the relationship between the fluctuation of the exchange rate (US Dollar/Chinese 

Yuan) and the stock performance of American cosmetic companies that exported to China 

within 5 years.  

  

Data collection 

To test the hypothesis, the information on the fluctuation of the foreign exchange rate 

(US Dollar/Chinese Yuan) in the recent 5 years as an independent variable is required. 

Another needed data is the stock price of cosmetic companies, from different countries who 

export cosmetics to China in 5 years as the dependent variable.  

From the two kinds of data collected, the goal of this study is to create scatter diagrams 

and regression line for their potential relationship. 

 

Research instrumentation 

Microsoft Excel is used to conduct relative charts for data processing. Analyze these data 

collected in Excel or SPSS to create scatter diagrams and calculate the regression line. 

Variance and standard deviation might be needed as well, which will also be conducted by 
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Microsoft Excel.  

As a result, it should be conducted as regression lines of this relationship for different 

companies exported to China. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



10 
 

BASIC INFORMATION OF DATA 

Data collection procedure 

All the data needed including the fluctuation of the foreign exchange rate (US 

Dollar/Chinese Yuan) in the recent 5 years and the stock price of cosmetic companies, from 

different countries who export cosmetics to China in 5 years are needed and collected from 

Bloomberg laboratory.  

To specify, there are many cosmetics from different countries. To get a reliable and 

measurable result, the data of stock price related to foreign cosmetic companies must be 

deliberative. Some of the stock prices are considered and analyzed carefully since the 

relationship between the depreciation of Chinese RMB and the change of stock price might 

not be direct and obvious.  

As a result, there are 5 American cosmetic companies are chosen and all the data related 

to their stock price in 5 years are used to analyze the relationship between exchange rate and 

stock price. 

  

Treatment of Data 

To provide clear and in-depth data analysis, this study uses Microsoft Excel to conduct 

relative charts and graphs in the data processing and SPSS is used to test the significance of 

the relationship, whether slightly, or significantly. The level of significance used for this test 

was set at 0.05.  

 



11 
 

RESULTS 

 The result running by SPSS and Microsoft Excel about the effects of fluctuation of the 

foreign exchange rate (US Dollar/Chinese Yuan) on the stock performance of cosmetic 

companies exported to China is that there is a significant relationship between the fluctuation 

of the foreign exchange rate and the stock performance of the American cosmetic companies 

exported to China. It means that the depreciation of the Chinese Yuan over the US dollar will 

influence the stock performances of American cosmetic companies exported to China. Tables 

below are conducted to prove the relationship. 

 The chosen 5 biggest listed American cosmetic companies’ stock price are related to the 

exchange rate (US Dollar/Chinese Yuan) in varying degrees. Table 1 demonstrate the 

correlation coefficient of exchange rate fluctuation ($/￥) and the stock price of Johnson & 

Johnson is 0.62, and the significance is 0.000 which is smaller than the 0.05 which means that 

there is a significant relationship between two variables.. 

 

Table 1 relationship between exchange rate ($/￥) and stock price of Johnson & Johnson 

 

In Table 2 , the correlation coefficient of exchange rate fluctuation ($/￥) and the stock price 

of P&G is 0.631, and the significance is 0.000 which is smaller than the 0.05. It shows that 

the two variables are significantly related to each other. 
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Table 2 relationship between exchange rate ($/￥) and stock price of P&G 

 

In Table 3 , the correlation coefficient of exchange rate fluctuation ($/￥) and the stock price 

of Estee Lauder seems not very high, which is 0.48, but the significance is 0.000 which is 

smaller than the 0.05. It shows that there is a significant relationship between them while the 

influence is not very strong. 

 

Table 3 relationship between exchange rate ($/￥) and stock price of Estee Lauder 

 

In Table 4, the correlation coefficient of exchange rate fluctuation ($/￥) and the stock price 

of Loreal is 0.523, and the significance is 0.000 which is smaller than the 0.05. It shows that 

the two variables are significantly related to each other. 

 

Table 4 relationship between exchange rate ($/￥) and stock price of Loreal 
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In Table 5, the correlation coefficient of exchange rate fluctuation ($/￥) and the stock price of 

Shiseido is 0.510, and the significance is 0.000 which is smaller than the 0.05. It shows that the 

exchange rate fluctuation ($/￥) significantly related to the stock price of Shiseido. 

 

Table 5 relationship between exchange rate ($/￥) and stock price of Shiseido 

 

 From the SPSS results, the hypothesis holds that there is a significant relationship 

between the exchange rate fluctuation (US Dollar/Chinese Yuan) and the stock performance 

of American cosmetic companies exported to China. All of them have significance lower than 

0.05. However, the relationship between these two factors are not high correlation.  

 

 To specifically know what kind of relationship does the exchange rate fluctuation (US 

Dollar/Chinese Yuan) and the stock price of American cosmetic companies they have, 

Microsoft Excel are used to conducted relationship graphs. From the trend line conducted by 

the Microsoft Excel, the relationship between them are much easier to figure out.   

 From the Chart 1, the relationship between exchange rate and the stock price of Johnson 

& Johnson can be seen is that the more the Chinese Yuan depreciate, the higher the stock 

price of Johnson & Johnson. 
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Chart 1 Relationship between Exchange rate (Dollar/CHY) and Stock price of Johnson & 

Johnson 

 

From the Chart 2, the specific relationship between exchange rate and the stock price of P&G 

can be seen is that the more the Chinese Yuan depreciate, the higher the stock price of P&G. 

 

Chart 2 Relationship between Exchange rate (Dollar/CHY) and Stock price of P&G 

From the Chart 3, the relationship between currency exchange rate and the stock price of 

Estee Lauder can be seen is that the more the Chinese Yuan depreciate, the higher the stock 

price of Estee Lauder. 
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Chart 3 Relationship between Exchange rate (Dollar/CHY) and Stock price of Estee Lauder 

 

From the Chart 4, the relationship between exchange rate and the stock price of Loreal can be 

figure out is that the more the Chinese Yuan depreciate, the higher the stock price of Loreal. 

 

Chart 4 Relationship between Exchange rate (Dollar/CHY) and Stock price of Loreal 

From the Chart 5, the relationship between exchange rate and the stock price of Shiseido can 

be seen is that the more the Chinese Yuan depreciate, the higher the stock price of Shiseido. 
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Chart 5 Relationship between Exchange rate (Dollar/CHY) and Stock price of Shiseido 

 

From all the relationship charts, there is a shallow relationship that can be easily figure out 

which is the higher the exchange rate (Dollar/CHY), the higher stock price of 5 listed big 

American cosmetic companies exported China. 
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FINDINGS 

Based on the data collected and the result the SPSS and Microsoft Excel conducted, there 

is the significant relationship between the exchange rate (US Dollar/CHY) and the stock price 

of American cosmetic companies exported to China. To specify, the relationship is that the 

higher the exchange rate (USD Dollar/CHY), the higher the stock price of the American 

listed cosmetic companies exported to China, which is quiet opposite to the first assumption. 

There are many reasons that cause this situation happen.  

First, according to the annual report of Estee Lauder (2019), they are distributed to many 

different countries which diversify their risk to many other exchange rate fluctuations. This to 

some degree help the cosmetic companies to avoid the big shock of the Chinese Yuan 

depreciation.  

Second, due the depreciation of Chinese Yuan, there will be less sales in Chinese 

cosmetic market, cosmetic companies will more focus on other distributors to sale, which 

lead to their sales increase and their stock price going up.  

Third, owing to the Chinese Yuan depreciation, the price of the cosmetic exported to 

China are becoming high. People are holding positive attitude to the price change and relate 

the price change to a positive attitude to the development of company, which make people 

have the potential to have the stock of the cosmetic companies. Because of that, there is 

higher demand than before, which result the price of the stock price of American cosmetic 

companies increase.   
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LIMITATIONS AND CONTRIBUTIONS 

Contributions of the study: 

1. The study will help international cosmetic companies as a reference to change their 

strategies when facing different exchange rate situations, especially when there is a 

depreciation of the exchange rate. 

2. For the further development of native cosmetic companies, this study will provide them a 

reference for them to think about their strengths and position for their future compare to 

foreign cosmetic companies that exported to China.  

3. This study fill in the blank remained in this field that the relationship between the 

fluctuation of the exchange rate and the stock performance of cosmetic companies 

exported to China and the comparison of the stock price of cosmetic companies from 

different countries exported to China.  

4. This study provides a glimpse for customers to balance their expenditure on cosmetics 

imported from different countries when the exchange rate is fluctuating. It will be useful 

for customers in China to better evaluate the cost performance when purchasing whether 

imported or native cosmetics and where the cosmetics imported during the exchange rate 

fluctuation period.   

5. This study lays the groundwork for later research related to the cosmetic industry stock 

market and exchange rate changes.  

 

Limitations of the study: 
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1. The historical fluctuation of exchange rate data collected within the recent 5 years might 

not be enough to be representative. 

2. Due to the research time limitation, there might be some sub-conclusions, which could 

have been constructed, left out. 

3. There are limited resources available as a reference in this field which is related to the 

effects of currency fluctuations on the stock performance of cosmetic companies 

exported to China.  

4. The resources found in this field are not directly related to the topic may lead to the 

conclusion of the study not rigorous enough. 

5. The change of stock price might not be direct and obvious since some of the cosmetic 

companies already had strategies to comply with the fluctuations of the exchange rate.  

6. Many factors can affect the stock performance of the cosmetic companies, the data 

collected might be affected by other factors which have a greater influence. That can be a 

factor that influences the significance of the relationship between the two variables. 
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