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NEWS 

1. The US dollar fell across the board as a drop in US wages in February overshadowed the 

growth in unemployment number. Against the major currencies, it was down by 2.5% against 

the British pound, 0.6% against the euro and 0.2% against the Japanese yen whereas 

against minor currencies, it lost 2.3% against the Singapore $, 0.6% against the Danish 

krone and 0.3% against the Swiss franc. The Australian $ gained 4.4% and Canadian $ was 

up by 1.5%, both boosted by release of strong GDP and trade data. 

2. According to the Netherlands Bureau of Economic Policy Analysis’s World Trade Monitor, the 

value of goods that crossed international borders last year fell by 13.8% in dollar terms — the 

first contraction since 2009. Much of the slump was due to a slowdown in China and other 

emerging economies. This is the first snapshot of global trade for 2015. 

3. The US private sector added 242,000 workers in February, a hefty increase that highlighted 

the labour market’s steady gains. The unemployment rate remained steady at 4.9%, with the 

private sector chalking up 72 months of uninterrupted job gains, the longest streak on record. 

As compared to January, the US economy's service sector expanded in February, but at a 

slightly slower pace while manufacturing sector contracted but at a slower pace. 

4. Consumer prices in the euro-zone fell by 0.2% in the year to February, marking the first 

negative figure since September. The core reading, which excludes oil and food prices, 

eased to 0.7%, from 1% in January. This strengthened dovish arguments for the adoption of 

broad easing measures from the ECB at a highly-anticipated meeting next week (March 10). 

5. Japan crossed a financial Rubicon as the country for the first time sold new 10-year bonds 

with a yield below zero (-0.024%). Japan is the second country to sell 10-year bonds at a 

negative yield, after Switzerland became the first to do so in April last year. 

6. The PBoC cut its reserve ratio by 50 basis points, unleashing $ 106 bn into the financial 

system. This helped in offsetting concerns prompted by official and private PMI indices that 

suggested the economy continued to lose momentum in February.  Yi Gang, deputy governor 

of the People’s Bank of China said that “fluctuation with the US dollar will be a little bit more 

than before whereas renminbi value relative to basket of currencies will be relative stable".  

7. On the domestic interbank market, this week the `/$ exchange rate traded in a broad band of 

` 67.08 - 68.74 per $, and ended the week with a gain of 2% (Rs.1.28) to close at ` 67.09 per 

$. The forward premium are ruling at 7.95%, 7.54%, 7.10% & 6.62% for 1, 3, 6 &12 month 

respectively. In its latest report, the IMF projected India's GDP growth from 7.3% this fiscal 

year to 7.5% next year even as the economic recovery has been uneven. The report added 

that the pick-up in the investment cycle is yet to gain strength, the banking system is weighed 

down by bad loans, and the weaker global economy has hit India's exports. 
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VIEWS 
1. In a move reminiscent of the last week of August 2013 (when the rupee had scaled a record 

high of Rs 68.85 per $, and then retreated sharply on the back of RBI measures to reduce 

dollar demand and increase supply), the market has reacted swiftly to the surprise 

announcement in the Union budget of a reduction in the fiscal deficit target to 3.5% of the 

GDP for 2016-17. The initial reaction in the domestic stock market was negative to the 

budget proposals. However, the mood changed dramatically on the back of subsequent 

views of several financial experts that the fiscal deficit reduction should result in not only an 

early cut in interest rates by the Reserve Bank of India but the consequential decline in the 

government’s market borrowing program would also allow bond yields to fall.  

2. We have been reiterating our expectation that strong dollar supplies on the back of an 

almost certainly large current account surplus (CAS) means that there is greater probability 

of rupee strength than weakness for the last several months despite increasing opposition 

from skeptics. Interestingly, although the view has been vindicated, there is no indication that 

the rupee reversal is the result of higher inflows created by CAS. Indeed, the stunning 

recovery of the rupee on the domestic interbank market without any intervention by the RBI 

(verbal, physical or monetary) is a clear indication of a combination of moderate forex inflows 

from foreign institutional investors and unwinding of long positions by market players caught 

off-guard by the rupee’s climb and the lack of support to the dollar from the central bank. 

3. We are not changing our forecast of a rupee-dollar exchange rate at around Rs 66.50 per $ 

by the end of this fiscal year. (In the international NDF market late on Friday, the dollar had 

already slipped below the psychologically important mark of Rs 67 per $.) In the coming 

weeks, the rupee’s level will primarily be determined by the rate at which the RBI decides to 

intervene aggressively in order to thwart further rupee appreciation. A few months back, it 

appeared to have purchased dollars to prevent the rupee from strengthening beyond Rs 66 

per $. One will have to see whether similar action is taken when this level is threatened, or 

whether RBI has raised the intervention point. 

4. One of the important tenets of risk management is that one should not give up the good in 

the hope of getting better, as that better rate may never come. We therefore recommend 

purchasing dollars in the forward market for payables (especially in relation to short-term 

loans, whether buyers’ credits or FCNR(B) deposit-linked loans) wherever a comfortable 

level has been reached. Exporters should prefer option contracts for hedging a part of their 

dollar (and other currency) receivables. 

5. On the international front, the Australian dollar has been gaining ground, aided by the 

recovery in international commodity prices. We are not changing any of our ranges for the 

non-$ currencies, as follows:  

$1.38 – 1.50 per GBP,  

$1.03 – 1.15 per EUR, and   

 JPY 115 – 125 per $.  
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USD GBP

GBP EUR

EUR JPY

JPY CNY

CNY CHF

CHF DKK

DKK CAD

CAD AUD

AUD SGD

SGD PKR

Month-end 3-MONTH CURRENCY OPTIONS*

Mar-16

Apr-16

May-16 Call Put

Jun-16 3.90 1.40

Jul-16 2.70 2.30

Aug-16 1.80 3.40

Sep-16

Oct-16

Nov-16

Dec-16 Call Put

Jan-17 4.40 2.10

Feb-17 3.30 3.00

2.40 4.00

`/USD
Call Put

INR/USD CURRENCY OPTIONS* 1.60 2.85

2.40 2.00
Strike Call Put 3.50 1.25

66.75 -- 23

67.00 -- 32

67.25 -- 42

67.50 46 --

67.75 35 --

68.00 26 -- 1-Month 3-Month 6-Month 12-Month

USD 0.44 0.64 0.89 1.20

EUR 0.29 0.23 0.13 0.00

Strike Call Put GBP 0.51 0.59 0.74 1.00

67.00 -- 42 JPY 0.05 0.01 0.00 0.10

67.50 -- 59 CHF 0.83 0.80 0.76 0.67

68.00 -- 80

68.25 85 --

68.75 65 -- 2-Year 3-Year 5-Year 10-Year

69.25 45 -- USD 0.91 1.04 1.28 1.71

EUR 0.17 0.14 0.04 0.61

GBP 0.79 0.87 1.03 1.47

JPY 0.13 0.15 0.10 0.12
CHF 0.87 0.84 0.66 0.15

2-Year 10-Year

GOI BOND 7.46 7.63

INTEREST RATE SWAPS

2-Year 5-Year 36.00 DJIA 17,007

OIS 6.74 6.78 1,259 FTSE 6,200
MIFOR 7.03 7.13 4,918 DAX 9,824

1,588 NIKKEI 17,015

Information herein is believed to be reliable, but
AVRCPL & RTC does not warrant its completeness or accuracy * indicative only # for payables Negative

Strike

112.00

114.00

116.00

Option on GBP 1, price in US cents

Strike

1.40

1.42

1.44

Option on JPY 100, price in US cents

1.10

1.12

6.76

6.93

7.20

7.32

6.87

7.13

6.62

7.03

2-Year

CURRENCY SWAPS

5-Year

COMMODITIES
OTHER MARKETS

5-Year

7.75

EQUITY INDICES

1-mth Option on USD 1, price in paise

INTEREST RATE MARKETS

3-mth Option on USD 1, price in paise

INTEREST RATE MARKETS

OFFSHORE CURRENCY

Premium % p.a.

67.85

67.40

Aluminium ($/ton)

Gold ($/ounce)
Copper ($/ton)

INTEREST RATE SWAPS

Crude Oil ($/barrel)

1.1010

68.25

7.67

68.97

69.36

7.60

71.42

95.50

6.68

73.87 113.75

SPOT EXCHANGE RATES

`/Currency

DOMESTIC MARKETS

FOREIGN EXCHANGE MARKETS

INTERNATIONAL MARKETS

FOREIGN EXCHANGE MARKETS

SPOT EXCHANGE RATES

Against USD

67.09

69.72

`/USD

1.4235

1.3755

0.7445

1.3315

6.7805

0.9945

6.5095

71.12

10.31

67.46

9.89

50.39

49.95

68.61

48.77

6.98

70.45

0.5898

70.78

70.06

Option on EUR 1, price in US cents

Strike

1.08

104.90

FORWARD EXCHANGE RATES*#

7.06

8.11
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