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NEWS 

1. On the international foreign exchange markets, the US dollar weakened across the board 
against its major international trading partners this week. It lost the most (by 2.8%) against 
the Swiss franc, 2.6% against the Canadian $, 2.2% against the Pound, 1.9% each against 
the Euro and the Danish krona, by 1.6% against the Singapore $, 1.3% against the 
Australian $ and by 1.1% against the Japanese Yen. 

2. The number of Americans filing new claims for jobless benefits unexpectedly rose (by 
12,000) last week to a seasonally adjusted 294,000. The claims report shows that the 
number of people still receiving benefits after an initial week of aid fell by 40,000 to 2.27 
million, marking the lowest level since December 2000 suggesting that more long-term 
unemployed are getting into jobs. The four-week moving average of claims, considered a 
less volatile measure, ticked up to 282,750. Claims tend to be a bit volatile around this time 
of the year, as holidays like Easter and spring breaks tend to make data smoothing a 
challenge for the government.  

3. Preliminary data from Britain suggest that economic growth is likely to slow down in the 
first quarter of 2015, potentially making it harder for Mr David Cameron to make a 
powerful pitch for his Conservative party, returning after the general election to rule the 
economy. Industrial output is barely expected to grow, having been hit by low oil and gas 
prices (which had plunged 12% on the year in the previous month) and construction, which 
constitutes a sizeable chunk of the country’s output is shrinking. Meanwhile, Britain 
overtook France to become the second largest economy in Europe after Germany. 

4. Chinese GDP fell to the lowest level in six years amid a series of disappointing data. 
Economic growth fell to 7% with quarterly growth coming in at 1.3% and retail sales rose 
by 10.2% (the slowest pace of increase in 9 years). Fixed income investments rose at the 
slowest rate since 2000 (at 13.5%), while industrial production nudged up by 5.6% on the 
year, marking the most sluggish rate since the financial crisis. Highlighting the paradox, 
which underlies the Chinese economic story, stock markets at Shanghai, Hong Kong and 
Shenzhen have seen explosive growth, with the Shanghai composite index adding 94% to 
its value in the last twelve months.  

5. On the domestic interbank market, the rupee-dollar exchange rate traded in the range of Rs 
62.29-62.57 per $, and the rupee ended the week with a loss of 6 paise  to close at Rs 62.37 
per $. The forward premium levels across maturities of 1-month, 3-month, 6-month and 12-
month stood at 7.68%, 7.78%, 7.78% and 7.04% p.a. against 7.51%, 7.82%, 7.82% and 
7.21% last week. RBI’s foreign exchange reserves fell by $2.6 billion over the previous 
week, to $340 billion for the week ended April 10, 2015. India’s wholesale price based 
inflation rate fell to the lowest level in nine years at -2.33% after retail inflation stood at 
5.17%. Food prices were up 6.14% on the year in March as compared to a revised 6.88% in 
the previous month. Deflation has now persisted for the fifth straight month. 
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VIEWS 

1. The Commerce Ministry released data for India’s merchandise trade deficit for the month of 
March, throwing up some interesting results for the fiscal year 2014-15. Although for the 
fiscal year 2014-15 as a whole, the trade deficit was virtually unchanged at $137 billion, the 
disaggregated data show that oil imports have fallen by 16% to $138 bn, while oil exports 
have declined by 14% to $ 54 bn, resulting in a $ 18 bn (17.5%) drop in the net oil imports. 
On the other hand, non-oil imports grew 8% to $ 309 bn, and non-oil exports increased by 
just 2% to 256 bn, resulting in a $ 19 bn (55%) increase in the non-oil trade deficit. Overall, 
this is a healthy picture. No doubt, exports are suffering as global growth sputters. However, 
there are signs that the Indian economy is growing, and may not be doing as badly as feared 
in some circles.  

2. We also expect that when the full Balance of Payments data is released next month by the 
Reserve Bank of India, it will show a current account surplus of $ 3-5 bn for the fourth 
quarter of 2014-15, resulting in an improvement in the current account deficit (CAD) to a 
range of $20-$25 bn (approximately 1% of GDP). If oil prices remain in the current range of 
$55 – 65 per barrel (for Brent crude, to which our oil basket is closely aligned), we should 
see a further contraction of the CAD during the current year. 

3. Despite core inflation venturing into negative territory in March, RBI has not been coaxed 
into cutting interest rates. With chances of El Nino intensifying, the central bank may yet 
decide to bide its time, fearing inadequate monsoon, before announcing any further cuts. 
Treasury managers should treat any sudden bout of weakness in the rupee as an aberration 
and refrain from hedging their medium and long term payables. Exporters should continue to 
sell bulk of their receivables forward, more so for the longer term, as these would be 
susceptible to a drop in forward premium levels on the back of an interest rate cut.  

4. International oil prices spiked almost 6% earlier this week, taking it to its highest close since 
December 23. The fact that crude inventories had climbed by only 1.3 million barrels (much 
lower than the expected 4.1 million barrels) for the week ended March 10, lent a breather to 
the oil markets. There is disagreement within the industry as to where prices are heading. 
Nevertheless everybody agrees that the current price levels are unsustainable. A break in 
either direction looks imminent sooner rather than later. It appears that Saudi Arabia is 
content to play the waiting game and is showing no signs of fretting over low crude prices.  

5. The crisis in the euro-zone seems to have reached a new crunch point amid indications that 
the EU might not grant financial aid to Greece after next week’s meeting. The Greek 
government is mulling imposing capital controls to keep the banks afloat and resorting to 
IOUs for paying out salaries to its employees in order to free up money to repay some 
portion of its debt but this could well spark public chaos and widespread social discontent. 
Our ranges 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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