
 

 

Offices:9, Sumer Kendra, Ground Floor, PandurangBudhkarMarg, Behind Mahindra Towers, Worli, Mumbai – 400 018 

 Tel. Off.: +91 22 24913034           Tel. Fax:  +91 22 24913044  
 

Email id.: info@avrco.com     

Currency Risk Management Report 
for the week ended January 29, 2010 

  Currency Risk Management Report 
 

for the week ended December 5, 2014 

 

NEWS 

1. On the international foreign exchange markets, the US dollar strengthened across the board 

against its major international trading partners. It strengthened the most (by 4%) against the 

Australian $, by 3.1% against the Yen, 1.8% each against the Canadian $ and the Singapore 

$, 0.9% against the Swiss Franc, by 0.8% each against the Euro and the Danish Krona and 

by 0.5% against the British Pound. 

2. The US added greater-than expected 321,000 jobs in November (as compared to October’s 

243,000), the most since January 2012, underscoring the anticipation that the economy will 

weather the weakened global markets. The unemployment rate came in at a 6-year low of 

5.8% and the labor force participation rate held at 62.8% in November. While employment 

in business and services climbed 86,000 last month, payroll at factories rose by 28,000. 

Retail employment, which ticked up by over 50,000 saw its biggest jump during the whole 

year.  

3. Back in March 2014, the ECB had predicted that inflation for the year would be 1%, with 

prices rising to 1.3% in 2015. 10 months and two forecasts later, the price rise targets for the 

whole year and the next have been slashed by half to 0.5% and 0.7% respectively. This 

sounds all the more somber given that the stress test conducted by the central bank on the 

region’s lenders a month back, did not even carry as one of its model assumptions, the 

possible scenario of deflation. Earlier in the week, the ECB announced that its interest rates 

on the main refinancing operation, the marginal lending facility and the deposit facility will 

remain unchanged at 0.05%, 0.3% and (-0.2%) respectively. Separately, Germany’s factory 

orders climbed 2.5% in October after increasing by 1.1% last month. Domestic orders 

showed a jump of 5.3%, while export orders rose by 0.3%. 

4. Britain’s services sector posted better than expected growth in November, with the PMI 

index for the sector reading 58.6 as compared to 56.2 in October (which was a 17-month 

low). The combined PMI reading for the main sectors of the economy of 57.8 suggested 

overall growth picking up after slowing in the preceding two months. Overall, figures point 

to an economic growth of 0.6% for the fourth quarter (with 200,000 jobs created during this 

period), a decline from the 0.7% in the previous quarter. 

5. Japan’s economy shrank by an annualized 0.5% in the third quarter of 2014, lesser than had 

been initially estimated (1.6%), thanks to increased capital expenditure, which rose by 

0.8%. Core machinery orders, regarded as an indicator of capital spending rose 2.4% in 

October from previous month.  

6. On the domestic interbank market, the rupee-dollar exchange rate traded in the range of Rs 

61.78 – 62.23 per $, before ending the week with a gain of 24 paise for the rupee to close at 

Rs 61.79 per $. The forward premium levels across maturities of 1-month, 3-month, 6-

month and 12-month are at 7.8%, 7.7%, 7.5% and 7% p.a. as against 7.7%, 7.6%, 7.5% and 

7.1% respectively in the previous week.   
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VIEWS 

1. By some estimates, the $40/barrel drop in oil price will transfer over $1.2 trillion from the 

oil producing economies to the oil consuming ones. While this huge transfer of wealth is 

widely expected to be beneficial for global growth, the nose diving of crude prices has its 

own pitfalls for the financial markets. Developed economies are already staring at 

disinflationary macro-economic conditions, and are waking up to the possible threat of an 

impetus to deflationary pressures via the oil route. Undoubtedly, the US Federal Reserve 

Board and the European Central Bank are not the only ones watching the crude slide 

closely. Following on the heels of accommodative announcements from the Peoples Bank 

of China and the Bank of Japan, several other emerging market central banks are mulling 

monetary easing.  

2. The only major central bank worried about inflation seems to be the RBI. Not surprisingly, 

it decided to keep both the Repo rate and the CRR interest rates unchanged. The central 

bank is of the opinion that a more realistic picture will emerge post-January when the base-

effect will start to wean off from headline inflation numbers and oil prices will have 

stabilized. Starting January, the effect of the sharp decline in oil prices will seep into the 

pricing channels, possibly translating into lower demand for dollars in the domestic market. 

These developments will also coincide with the last quarter of the fiscal year, a period of 

seasonally low current account deficits – indeed, we should have a hefty current account 

surplus this year. We expect stability if not strength, for the rupee in the coming months. 

We continue to advise exporters to sell bulk of their short and medium-term receivables 

forward, while suggesting importers to consider only OTMF call option contracts. 

3. We give below a comparison of the month-end and average spot USD/INR exchange rates 

for November 2014 with the forward rates available in earlier months: 

 Month-end Average 

 

 

  Spot (November 2014) 61.91 61.71 

1 Month Forward (October) 61.82 61.78 

2 Months Forward (September) 62.50 61.70 

3 Months Forward (August) 61.75 62.19 

4 Months Forward (July) 63.26 63.10 

5 Months Forward (June) 62.33 61.89 

6 Months Forward (May) 61.50 61.69 

12 Months Forward (Nov. 2013) 67.27 67.70 

4. The USD has gained almost 4% against all 16 major peers in the past three months and has 

witnessed the seventh consecutive weekly gain, after rising over JPY 120 for the first time 

since July 2007. We are amending our ranges for the non-$ currencies, as follows: 

$ 1.50 – 1.62 per GBP,  

$ 1.18 – 1.30 per EUR, and  

JPY 116 – 128 per $. 
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