
 

 

Office: 9, Sumer Kendra, Ground Floor, Pandurang Budhkar Marg, 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 January 9, 2015 

 

NEWS 

1. On the international foreign exchange markets, the US dollar largely strengthened against 

its major international trading partners this week. It gained the most, by 1.3% each against 

the Euro, the Danish krona and the Swiss Franc, by 1.1% against the British pound, 0.7% 

against the Canadian $ and by 0.16% against the Singapore $. It weakened by 1.67% against 

the Japanese Yen and by 1.4% against the Australian $.  

2. The US posted its strongest year of job growth in 15 years as the unemployment rate fell to 

a post-recession low last month. Non-farm payrolls increased by a seasonally adjusted 

252,000 in December as the unemployment rate came down to 5.6%. Altogether, employers 

have added 2.95 million jobs in 2014, the highest calendar year tally since the metric topped 

3 million in 1999. November’s payroll gain of 353,000 was revised upward from an earlier 

reported 321,000. Notwithstanding robust showing on the employment front, labor force 

participation at 62.7%, remains stuck at levels last seen in the 1970s.  

3. Consumer prices in the Euro zone dropped by 0.2% in December from a year earlier, 

marking the first time they have turned negative on a year-over-year basis since 2009. Core 

inflation, which strips out the volatile food and energy prices, increased by 0.8%. The 

common currency union also ended 2014 with its worst quarter in over a year. Italy’s 

service sector shrank for the first time in three months in December, while overall business 

activity in France contracted. For the Euro area taken together, the composite PMI came in 

at 51.4. Separately, in Germany, unemployment fell to 6.4% in December over the previous 

month, but rose in France and Italy, with the latter’s unemployment rate reaching a new 

high of 13.4%.  

4. In the UK, industrial production and the construction sector lost some of their momentum 

for the month of November as industrial output dropped 0.1% on the month (although over 

the year, factory output was up 2.7%). This was predominantly led by a drop in oil and gas 

output, which fell by 5% over the previous month, on account of maintenance work at North 

Sea oil fields (These fields are home to some of the highest cost oil producers in the world). 

Besides, construction output fell by 2%. A private sector PMI survey indicates that GDP for 

the last quarter of 2014 likely grew at an annualized 2%, considerably lower than the 2.8% 

growth that was seen in the third quarter. Separately, the trade deficit in goods and services 

narrowed to GBP 1.4 billion, its lowest level in 18 months. 

5. On the domestic interbank market, the rupee-dollar exchange rate traded in a somewhat 

broad range of Rs 62.30-63.62 per $. The rupee ended the week with a gain of 97 paise to 

close at Rs 62.33 per $, its strongest closing level in over four weeks. The forward premium 

levels across maturities of 1-month, 3-month, 6-month and 12-month stood at 7.65%, 

7.88%, 7.62% and 6.83% p.a. as against 7.67%, 7.79%, 7.51% and 6.79% respectively in 

the previous week. The Reserve Bank of India’s foreign exchange reserves as on the week 

ended January 2, 2014 stood at $319.24 billion (a decrease of $471 million over the 

preceding week). 
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VIEWS 

1. The rupee’s appreciation during this week has almost been as swift as the weakness it had 

experienced during the third week of December. In a span of five trading days, the currency 

has gained by almost a rupee. Interestingly, the levels of Rs 63.30 per $ and beyond saw 

several exporters becoming reluctant to sell their receivables forward. No doubt, this would 

be in anticipation of capturing the peak spot rate, a common reaction every time the rupee 

gives any indication of weakness. While this stop-go approach might work sporadically, an 

analysis of the historical price trend indicates that corporates tend to lose more by way of 

giving up the forward premium of the dollar than they could possibly gain by locking in a 

higher spot rate. The accompanying graph illustrates that there is hardly any definitive 

pattern to be seen in the forward rate (a combination of spot rate and forward premium) and 

it is always prudent to follow a consistent, rather than an ad-hoc policy. The graph reiterates 

what we have maintained for long – there is no way to consistently time the market. 

Importers should continue to leave their medium term exposures open and consider only 

OTMF options, if need be.  

2. In December, foreign institutional investors took out $160 million from the equity markets 

and pumped in $1.8 billion into bonds. The near exhaustion of their regulatory investment 

limits into GoI securities (of $30 billion) has seen them direct their attention towards 

corporate paper. On the interest rate front, by the next monetary policy announcement due on 

3
rd

 February, the RBI will know the inflation numbers for December. We expect these to be 

as good as, if not better than, the November data, and do not rule out a 25 basis point 

reduction in the benchmark rate.  

3. During much of the past week, international currency markets were characterized by a 

largely one-way movement for the major non-dollar currencies vis-à-vis the greenback. The 

US $ gained against all 31 of its major international trading counterparts in 2014, something, 

which was witnessed 25 years ago. Dollar’s subsequent movement against its developed 

market peers will probably be influenced by the divergence in economic policies followed 

by the US Fed and other respective countries’ central banks. Even as the Fed is considering 

reining in its bloated balance sheet by influencing money supply, its counterparts in Europe 

and Japan are hinting at just the opposite. While headline inflation in the US is flirting with 

negative territory, core inflation (after excluding food and fuel) is nearly equal to the Fed’s 

target of 2%. Although at this juncture, a hawkish stance on monetary policy looks unlikely, 

even expectations of rate hike could impact the Rs/$ forward premia levels.  

4. Earlier in the week, the Euro had weakened to a 9-year low against the US dollar at $ 1.18 

per EUR and yields on the 10-year US Treasury bond slipped below 2% (1.8870%) for the 

first time since mid-October. We are not changing our ranges for the major non-dollar 

currencies: 

$ 1.50 – 1.62 per GBP 

     $ 1.16 – 1.24 per EUR 

   JPY 116 – 128 per $ 



January 9, 2015 CRMR 
 

 

Office: 9, Sumer Kendra, Ground Floor, Pandurang Budhkar Marg, Behind Mahindra Towers, Worli, Mumbai – 400 018 

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

 

Email id.: info@avrco.com                                                                                                   
 

 



January 9, 2015 CRMR 
 

 

Office: 9, Sumer Kendra, Ground Floor, Pandurang Budhkar Marg, Behind Mahindra Towers, Worli, Mumbai – 400 018 

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

 

Email id.: info@avrco.com                                                                                                   
 

 

 


	NEWS
	VIEWS

