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NEWS 

1. A mixed week for US dollar saw the currency gaining ground by 1.5% against the Swiss 

franc, 1.0% each against the Danish krone and the Euro, 0.6% each against the 

Japanese yen and the Singapore $ while losing the ground by 2.1% against the 

Australian $, 1.2% against the Canadian $ and 0.6% against the British pound. Overall, 

the US dollar index (DXY) was up by 0.5% closing at 94.70.   

2. The US treasury secretary Jack Lew has called for the IMF to play a more aggressive 

role in policing exchange rate fluctuations, global imbalances and its members failings to 

live up to commitments to boost ailing global demand. US retail sales contracted by 0.3% 

in March. Removing volatile auto sales, the core retail sales came in at 0.2%. The 

producer price index was down by -0.1% while the core consumer price index rose by 

0.1%. The consumer sentiment index dropped to 89.7, its lowest point in 8 months. 

Unemployment claims fell to 253,000 matching a 42 year low, and was the only positive 

news in a mostly dollar negative week of economic releases. 

3. Bank of England kept its interest rate unchanged at historic low of 0.5% and stated that 

vote to leave the European Union could result in an extended period of uncertainty about 

the economic outlook, including about the prospects for export growth. This uncertainty 

would likely push down domestic demand in the short term and have a serious impact on 

the pound. The minutes follow a warning on “Brexit” from the International Monetary 

Fund earlier in the week. The cost of insurance of rose to a fresh 6-year high. The three 

month implied volatility climbed to 16.27%, just shy of its May 2010 peak of 16.91%.  

4. Japan’s core machinery orders, a very highly volatile date series regarded as a leading 

indicator of capital expending in the coming six to nine months fell by 9.2% in February. 

5. The Chinese’s economy expanded by 6.8% in the last quarter of 2015. Investment in 

industrial assets and infrastructure registered a jump of 10.7% in the three months to 

March, when compared to the same period last year. Consumers also appear to be 

spending, with retail sales showing a robust 10.5% jump for March. Chinese consumer 

inflation rose 2.3% while producer prices were down by 4.3% in March. 

6. On the domestic interbank market, in a week shortened by two trading holidays the 

rupee-dollar exchange rate traded in a range of ` 66.32-66.66 per $, with the rupee 

ending the week with a loss of 17 paise to close at ` 66.65 per $. Forward premium were 

up by 20–30 bps and ruling at 7.05%, 6.5%, 6.9% and 6.4% for maturities of 1, 3, 6 and 

12 respectively. India's foreign exchange reserves continue to rise, hitting a record level 

of $359.917 billion as on April 8. After three months of contraction, factory output grew 

2% in February due to strong performance by mining and electricity sectors, while retail 

inflation moderated further, down to 4.83% in March from 5.26% in the preceding month. 
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VIEWS 

1. On the international foreign exchange market, the British pound is being undermined by 

the issue of a prospective Brexit (Britain’s exit from the European Union following the 

referendum on June 23). In recent weeks, the International Monetary Fund has cut its 

forecast for British economic growth and also warned of “severe” damage to the world 

economy on a Brexit. The Bank of England has noted that “referendum effects were likely 

to make macroeconomic and financial market indicators harder to interpret over the next 

few months” – this is being interpreted as no increase in interest rates until the 

referendum is out of the way (adding to bear pressure on the pound).  

2. Risk reversals on pound option contracts show that the net cost of three-month put option 

contracts for hedging against sterling losses vis-à-vis the US dollar have climbed to 4.7%, 

the highest since at least 2003. Betting agents have also reduced the probability of a vote 

in favour of staying in the EU from 90% to 70%, even as opinion polls continue to show a 

dead heat between those in favour and those against, with a large number still undecided.  

3. The pound has already weakened considerably, and has been the worst performing major 

currency of 2016. However, a vote resulting in Brexit has the potential to bring about a 

sterling freefall. It would therefore be prudent for corporate treasury managers with pound 

receivables to take at least an out-of-the-money put option contract with a strike rate of 

say $ 1.35 per pound in order to ensure that the downside risk is protected at a 

reasonable cost. If the company is unwilling to pay the upfront premium, one should 

consider a zero-cost range forward (which envisages sale of an out-of-the-money call 

option contract with the same notional amount) or participating forward (which envisages 

sale of an in-the-money call option contract with a substantially lower notional amount). 

4. We are not changing our ranges for the non-$ currencies, as below: 

$ 1.06 – 1.18 per EUR,  

JPY 103 – 115 per $ and 

$1.34 – 1.46 per GBP.  

5. On the domestic interbank market, the lower consumer price inflation rate for March and 

prospects of a normal monsoon have enthused the stock market. If, as we anticipate, 

better-than-expected corporate results for the fourth quarter give rise to a stock market 

rally and consequentially portfolio flows from foreign institutional investors (FIIs), the 

rupee-dollar exchange rate may stabilize in the band of Rs 66.25–66.75 per $. Otherwise, 

this is a quarter in which the current account deficit tends to be the largest for the fiscal 

year, and often therefore bear pressure on the rupee has been witnessed in this period.  

6. Importers and short-term foreign currency borrowers are advised to use the current period 

of rupee stability to increase their cover percentages for near-term payables. Exporters 

should wait for a spot exchange rate closer to Rs 67 per $, especially for hedging longer-

term exposures.  
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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*

Apr-16

May-16

Jun-16 Call Put

Jul-16 3.60 1.50

Aug-16 2.50 2.35

Sep-16 1.60 3.50

Oct-16

Nov-16

Dec-16

Jan-17 Call Put

Feb-17 5.75 3.75

Mar-17 4.70 4.70

3.80 5.80

`/USD

Call Put
INR/USD CURRENCY OPTIONS* 1.77 3.30

2.75 2.25
Strike Call Put 3.90 1.45

66.50 -- 25

66.75 -- 35

67.00 -- 45

67.25 37 --

67.50 30 --

67.75 21 -- 1-Month 3-Month 6-Month 12-Month

USD 0.44 0.63 0.90 1.22

EUR 0.34 0.27 0.15 0.03

Strike Call Put GBP 0.51 0.59 0.74 1.00

66.50 -- 45 JPY 0.05 0.01 0.02 0.11

67.00 -- 60 CHF 0.78 0.73 0.66 0.54

67.50 -- 80

68.00 85 --

68.50 65 -- 2-Year 3-Year 5-Year 10-Year

69.00 48 -- USD 0.85 0.96 1.16 1.60

EUR 0.15 0.12 0.02 0.54

GBP 0.81 0.87 1.10 1.42

JPY 0.10 0.11 0.07 0.13
CHF 0.71 0.70 0.57 0.13

2-Year 10-Year

GOI BOND 7.15 7.44

INTEREST RATE SWAPS

2-Year 5-Year 40.35 DJIA 17,897

OIS 6.62 6.73 1,234 FTSE 6,344
MIFOR 6.90 7.04 4,860 DAX 10,052

1,555 NIKKEI 16,848

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

Strike

107.00

109.00

111.00

Option on GBP 1, price in US cents

Strike

1.40

1.42

1.44

Option on JPY 100, price in US cents

1.13

1.15

6.44

6.63

6.72

6.80

6.50

7.04

6.32

6.90

2-Year

CURRENCY SWAPS

5-Year

COMMODITIES
OTHER MARKETS

5-Year

7.45

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.

67.19

66.78

Aluminium ($/ton)

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

INTEREST RATE SWAPS

Crude Oil ($/barrel)

1.1285

67.56

6.85

68.30

68.66

6.88

70.64

94.71

6.37

75.21 108.80

SPOT EXCHANGE RATES

`/Currency

DOMESTIC MARKETS

FOREIGN EXCHANGE MARKETS

INTERNATIONAL MARKETS

FOREIGN EXCHANGE MARKETS

SPOT EXCHANGE RATES

Against USD

66.65

68.99

`/USD

1.4210

1.3580

0.7725

1.2825

6.5950

0.9680

6.4780

70.32

10.29

68.85

10.11

51.97

51.49

67.91

49.08

6.67

69.69

0.6126

70.03

69.38

Option on EUR 1, price in US cents

Strike

1.11

104.55

FORWARD EXCHANGE RATES*#

6.70

7.04
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