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NEWS 

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

against its major international trading partners this week, weakening only against the 

Australian $ (by 0.6%). It gained the most (by 3.3% each) against the Euro and the Danish 

krona, by 2.3% against the Swiss franc, 2% against the Pound, by 1.3% against the 

Singapore $, 1% against the Japanese Yen and by 0.6% each against the Canadian $ and the 

Australian $.  

2. In the US, the number of Americans filing new claims for jobless benefits rose less than 

expected, as the four-week moving average for claims hit the lowest level since 2000. Initial 

claims for state unemployment benefits increased 14,000 to a seasonally adjusted 281,000 

for the past week. Job growth had slowed sharply in March with non-farm payrolls 

increasing by only 126,000, ending a 12-month stretch of employment gains above 200,000.   

3. Germany’s factory orders fell for the second month in February. The drop, adjusted for 

inflation stood at 0.9% after a revised fall of 2.6% in January. Orders fell 1.3% over the 

year. The data contrasts with other reports indicating a rejuvenated German economy. 

Consumer goods orders fell 2.9% and export orders declined by 1.6%. However domestic 

demand for industrial goods was up 1.9%.  

4. Government bond yields in Europe with negative yields, no longer appear to be quirks of 

market pricing. Switzerland became the first country to issue 10-year debt with negative 

coupon rates. The nation sold CHF 378 million worth of bonds maturing in 2025 and 2049 

and the yield on the former stood at -0.055%. Compare that to the overnight deposit rate of -

0.75%, and one would lose lesser money by borrowing from the government as compared to 

placing a bank deposit. Meanwhile in Spain, the yields on short-dated government bonds of 

maturity 6 months, ventured into negative territory for the first time. 

5. Even as the two-year deadline for increasing inflation to 2% passed, with prices still holding 

on to zero, the Bank of Japan kept its monetary stimulus program intact citing upward 

looking inflationary expectations. The central bank plans to continue expanding the 

monetary base at an annual pace of JPY 80 trillion (USD 666 billion). Governor Mr Kuroda 

stated that the principle challenges facing the BoJ’s attempt to reflate the economy include 

steeper-than-forecast decline in retail sales, subdued industrial production and signs that 

corporations are not convinced than Japan’s economic prospects are looking up. 

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

62.04-62.42 per $, and the rupee ended the week with a gain of 19 paise over 31st March’15,  

to close at Rs 62.31 per $. The forward premium levels across maturities of 1-month, 3-

month, 6-month and 12-month stood at 7.51%, 7.82%, 7.82% and 7.21% p.a. and RBI’s 

foreign exchange reserves grew by over $1.6 billion over the previous week, to a new all-

time high of $343 billion for the week ended April 3, 2015. India’s industrial output growth 

accelerated to 5% in February, its fastest growth in three months, majorly driven by capital 

goods and consumer goods sectors. 
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VIEWS 

1. The Reserve Bank of India refrained from doing anything on the interest rate front citing less 

than satisfactory monetary transmission, among other factors. Indeed, even the lowering of 

yields on the benchmark GoI bond has come about more on the back of anticipatory rate cuts 

rather than as a result of them. While committing to an accommodative monetary policy for 

the future, Mr Rajan stated that he wanted to “ensure that disinflationary perception is 

entrenched.” At a time when most of the developed countries’ central banks are grappling 

with deflation, modest inflation as in the case of India, definitely seems tolerable if not 

desirable. With commodity prices having seen a substantial tumble, several major Asian 

economies have also started experiencing a phase of persistently low inflation. With 

consumer prices at 5.5% and wholesale inflation in negative territory, the central bank may 

need to toe the inflation line cautiously. After all, over the last six months even the consumer 

price index has barely moved!  

2. With regard to manufacturing activity, an uptick in industrial production has coincided with 

a rating outlook upgrade from Moody’s. A similar verdict from Moody’s peers might well 

depend upon the corporate sector’s fourth quarter results, which in all likelihood will be 

subdued (Crisil expects the corporate sector earnings to grow by 2.5% on the year, the 

lowest rate in almost 2 years). We continue to advise exporters to sell the bulk of their 

receivables forward (as much as 70%), while importers should leave their medium and long-

term payables un-hedged 

3. In a comic twist to debt negotiations in Europe, a Greek Minister claimed that Germany 

owed EUR 278 billion as war reparations to Greece, a claim the German Finance Minister 

unequivocally dismissed as “stupid”. Over the course of the next week, Greece owes EUR 

2.4 billion in Treasury bill redemptions, a payment not many fancy them to be able to make. 

On the sidelines however, disquiet has been growing over Germany growing trade surplus, 

which has now touched 7% of GDP ($250 billion) and continue to grow on the back of a 

weak Euro. At the broader macro-economic level, this represents a large surplus of domestic 

savings over investments and something which has started to hurt not only their European 

neighbors but even Germans themselves, by way of reduced government expenditure on 

roads and bridges.  

 

4. While Grexit remains a real possibility, one that looms all the more larger with advent of 

every debt repayment date, the markets look sanguine enough, perhaps bolstered by the 

reduced possibility of a financial contagion. The current levels should be seen as an 

opportunity for exporters to book bulk of their receivables in Euro forward. Our projections 

for the non-US dollar currencies are unchanged, as follows: 

$ 1.43 – 1.55per GBP 

$ 1.00 – 1.10 per EUR and 

JPY 115 – 125 per $. 
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