
 

         

Offices: 9, Sumer Kendra, Gr. Floor, Pandurang Budhkar Marg, Behind Mahindra Towers, Worli, Mumbai – 400 018 
 Tel. Off.: +91 22 24913034           Tel. Fax:  +91 22 24913044  

 

               3, Pranamghar, Ground Floor, Ram Mandir Road, Off Malaviya Road, Vile Parle (East), Mumbai – 400 057 
                                                        Tel. Off.: +91 22 26124213            Tel. Fax: +91 22 26124214 

  BA-112A, BA - Block, Ground Floor, Near Tilak Nagar Metro Station, Janak Puri , New Delhi - 110058 
Tel. Off: +91 9999 33 6094 

                                                                 Email id.: info@avrco.com                                                                                                   Page  1  

 
 

 Currency Risk Management Report 
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  Currency Risk Management Report 
 

for the week ended July 12, 2013 

 

NEWS 

1. The US$ weakened across the board rising only against the Australian $ 

by 0.2%.  It declined the most by 2.0% against the Japanese Yen followed 

by 1.9% each against the Euro and the Danish Kroner. It also weakened by 
1.8% each against the Swiss Franc and the Canadian $, and by 1.5% each 

against the British Pound and the Singapore $. 

2. Initial jobless claims in the U.S., a proxy for layoffs, increased by 4.4% to 
a seasonally adjusted 360,000 in the week ended July 6. The four-week 

moving average of claims, which smoothens week-to-week volatility, 

increased by a much lower 1.7% to 351,750. Besides, the number of 
continuing unemployment benefit claims -- those drawn by workers for 

more than a week -- rose by 0.9% to almost 3 mn in the week ended June 

29. Continuing claims are reported with a one-week lag. Meanwhile, the 
U.S. government posted a record June budget surplus of $116.50 billion, 

compared with a $59.74 billion deficit a year earlier. The budget deficit for 

the first three-quarters of the fiscal year, which started Oct. 1, at $509.8 
billion is down about 44% from the same period a year earlier. The deficit 

is projected to fall to $642 billion for 2012-13, and get as low as $378 

billion in 2015. The deficit for the prior year was $1.089 trillion. The last 
time the deficit was under $1 trillion was 2008, when spending outpaced 

revenue by $458.55 billion. 

3. China exports shrank 3.1% in June on a year-over-year basis, compared to 
the 1% growth in May and the first contraction in a non-holiday month 

since the height of the financial crisis in November 2009. Imports fell 

0.7% year-on-year, pointing to weak demand at home as well as abroad. 
Exports to a debt-ridden Europe slumped 8.3% year-on-year in June, and 

sales to the U.S. were down 5.4%. Despite the slowdown, China's labor 

markets remain robust as demand for workers continues to outstrip supply. 
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For every 100 job seekers in the second quarter, there were 107 job 
opportunities, slightly lower than the 110 job opportunities in the first 

quarter. 

4. Consumer sentiment in Japan fell for the first time in six months in June. 
The index of monthly consumer sentiment worsened to 44.3 from May's 

45.7, adding to a string of recent data indicating a softening of consumer 

sentiment and real spending. 

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

a range of ` 59.35 – ` 61.21 per $, ending the week with a gain of 67 paise 

for the rupee at ` 59.57 per $. The forward premium levels are at 6.7%, 

6.4%, 6.1% and 5.7% from the preceding week-end levels of 6.3%, 6.2%, 

6.0% and 5.8% for 1, 3, 6 and 12 month maturities respectively. 

VIEWS 

1. On the domestic interbank market, the Ministry of Commerce has released 
the trade data for June 2013. The picture remains a cause for concern with 

the month’s trade deficit widening on a year-on-year basis to $ 12.2 bn 

(albeit sharply lower than the preceding month’s gap of $ 20 bn). Exports 
decreased by 4.6% to $ 23.8 bn, while imports were only marginally lower 

at $ 36 bn. For the first quarter (April – June) of the fiscal year 2013-14, 

exports have dropped by 1.4% to $ 72.5 bn, while imports have grown by 
6% to $ 122.6 bn resulting in a 19% jump in the trade deficit to $ 50.2 bn. 

Significantly, despite the sharp fall in gold imports during June, almost the 

entire increase in the quarter’s trade deficit was accounted for by the 
incremental gold imports during the quarter. If the June trend continues, 

the gold imports for the entire year may not be significantly larger than in 

2012-13. Indeed, in view of the considerable drop in the international gold 
price gold imports may contract at least in dollar terms. It would then not 

be surprising to see a narrowing of the trade deficit in the months to come, 

perhaps even for the full year. 
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2. The near-term outlook for the rupee-dollar exchange rate remains 
uncertain. A strong argument can be made for a sharp movement in either 

direction. No doubt, the Reserve Bank of India is showing increasing signs 

of its discomfort with the current level. Curiously, some of its other 
actions result in higher demand for dollars in the short term. In a bid to 

curb gold imports it had earlier decreed that gold for domestic 

consumption could be imported only on payment in advance. This led to a 
jump in dollar demand in May. Similarly, it has recently issued a 

notification that “for availment of trade credit, the period of trade credit 

should be linked to the operating cycle and trade transaction”. In general, 
this would shorten the credit period, thereby leading to dollar demand 

being preponed. 

3. We continue to advise corporate treasury managers to prefer use of option 
contracts where the cost is limited to the option premium paid. This is very 

different from the forward contract where although no upfront premium is 

payable, the opportunity cost can be very large, as exporters are now 
finding out. 

4. On the international front, Fitch Ratings has stripped France of its triple-A 

credit rating. The credit-ratings company has painted a bleak picture of 
France's finances, saying debt would rise further and faster than it 

previously expected, and forecasting economic contraction this year after 

stagnation in 2012. Fitch also pointed to the country's 15-year-high 
unemployment rate of 10.9% as a cause for concern. Clearly, despite the 

French President’s assertion last month that “the crisis in the euro zone is 

over” the euro remains vulnerable to bad economic data.  

5. We are not changing our forecasted ranges for the US dollar against all the 

major currencies, as follows: 

JPY 95 – 107 per $,  
$ 1.22 – 1.34 per EUR, and  

$ 1.43 – 1.55 per GBP. 
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