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 NEWS 

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

week, down by around 1% against the euro, the Swiss franc and the Danish krone and 0.7% 

against the Japanese yen and the Australian dollar. The exception was the Canadian dollar 

against which it strengthened by 0.7%.  

2. The US headline retail sales dropped by 0.3% in September and core retail sales which strip 

out volatile auto and gasoline sales were down by 0.2%. Continuing the good news from job 

market, during the week ending October 11, the number of Americans claiming first time 

jobless benefits dropped to a 14-year low. The four-week moving average for initial claims, 

which smooth’s out week-to-week volatility, fell 1.5%. US home building rebounded in 

September, up by 6.3% from a month earlier, and building permits, a bellwether of future 

construction, increased 1.5%. 

3. Euro area trade surplus rose to €15.8 bn in August from €12.7 bn in July. Exports were 

down by 0.9% while imports dropped at a much larger rate of 3.1%. Euro area consumer 

inflation annual rate for September was confirmed at 0.3%, unchanged from the earlier 

estimate. This was the lowest since October 2009. Underscoring the ongoing deterioration 

in the macro trend, industrial production fell by a sizeable 1.9% on a year-on-year basis. 

The red ink is all the more troubling because the latest slide was fuelled by a sharp decrease 

in capital goods, which retreated nearly 4% last month compared with a year 

ago. Meanwhile, investment sentiment in Germany fell to its lowest level in nearly two 

years in October. 

4. Britain’s consumer price index, the primary gauge of consumer inflation dropped to 1.2% in 

September, from 1.5% in August. Meanwhile, the retail price inflation rate dropped to 2.3% 

in September, compared to 2.4% for August. On the employment front, the number of 

unemployed people fell by 18,600 in September, following a 33,200 drop registered in 

August. The unemployment rate dipped from 6.2% to 6.0%, its lowest level since 

November 2008.  

5. China's consumer prices rose by 1.6% from the year-ago period, due to lower commodity 

prices and declining food inflation. However, prices at producer level dropped by 1.8%. 

Producer prices in China have been declining since February 2012, as a result of falling 

commodity prices, overcapacity and weakening demand. In September, China’s trade 

surplus was $30.94 bn, from $49.84 bn in August Exports grew by 15.3% while imports 

climbed by 7%.  

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

rupee i.e. between ` 60.93 – ` 61.93 per $, before ending the week with a loss of 9 paise for 

the rupee at ` 61.45 per $. The forward premium levels across maturities of 1-month, 3-

month, 6-month and 12-month are 8.12%, 8.00%, 7.85% and 7.45% respectively. In 2014, 

FII’s invested $ 13.3 bn and $ 21.3 bn in equity and debt market respectively.  
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VIEWS 

1. On the domestic front, India’s merchandise trade deficit rose sharply in September 2014 to 

$14.2 bn (a 16-month high). This is a sharp increase compared to $6.1 bn a year earlier, and 

comes on the back of a meager 2.7% expansion in exports and a massive 26% growth in 

imports. The trade deficit numbers for the first half of 2014-15 (April – September 2014) 

show a different picture. While exports have grown by 6.5% to $ 153.8 bn, imports have 

grown by 1.6% to $ 230.5 bn, leaving a trade gap which is 8.2% narrower at $ 70.4 bn.  

2. The September trade data is distorted by two important factors. While the release of some 

curbs on gold imports did result in a five-fold increase to $ 3.7 bn, strangely oil imports also 

increased by almost 10% to $ 14.5 bn. With the average price of India's basket of crude oil 

slipping by over 10% to US$ 96.96 per barrel in September 2014 over September 2013, the 

jump in the dollar value of oil imports can only mean a massive 22% increase in the volume 

of imports. Since it is highly unlikely that there would have been such a surge in domestic 

demand, one wonders whether a buffer stock is being created to take advantage of the 

current low prices. It would be an eminently sensible idea, since a small change in the 

demand-supply gap could easily take the price back to triple-digit levels. Although, so-

called market pundits are forecasting a further substantial decline, if Saudi Arabia were to 

heed calls to curtail output (thereby reducing supply) and the ensuing winter months push 

up heating oil demand, the same experts will be singing a different tune! In any case, if the 

oil import surge is the result of a buffer stock being built-up, one can expect some 

correction in the coming months, more so as oil prices have come down further in the last 

one month. 

3. Two recent developments augur well for forex capital inflows. The ruling party’s victories 

in recent state elections should strengthen the Prime Minister’s hands, hopefully allowing 

him to concentrate on domestic economic affairs. More importantly, the decontrol of diesel 

prices sends a strong signal on reforms as the impact of the petroleum subsidy on the fiscal 

deficit has been a major source of concern for foreign investors and lenders.  

4. We expect the rupee to remain range bound between Rs 60.50 and 61.50 per $ for the next 

few weeks, if not months, with unsustainable aberrations on either side from time to time. 

Accordingly, we advise exporters to sell the bulk of their dollar receivables for the next 6 – 

12 months (depending on the risk management time horizon). Corporate treasury managers 

with dollar payables should not use forward contracts for hedging payables (except if any 

near-term payable can be covered at a forward rate better than say Rs 61 per $). One should 

use out-of-the-money option contracts or keep a pre-determined “stop loss” level at which a 

hedge will be taken if the view turns wrong.  

5. On the international forex markets, we are keeping our ranges for the non-$ currencies 

unchanged, as follows: 

$ 1.53 – 1.65 per GBP,  

$ 1.20 – 1.32 per EUR, and  

JPY 103 – 115 per $. 
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USD GBP

GBP EUR

EUR JPY

JPY CHF

CHF DKK

DKK CAD

CAD AUD

AUD SGD

SGD PKR

CNY CNY

Month-end 3-MONTH CURRENCY OPTIONS*

Oct-14

Nov-14

Dec-14 Call Put

Jan-15 2.94 1.22

Feb-15 1.83 2.12

Mar-15 1.04 3.35

Apr-15

May-15

Jun-15

Jul-15 Call Put

Aug-15 3.34 1.48

Sep-15 2.22 2.40

1.37 3.59

`/USD
Call Put

INR/USD CURRENCY OPTIONS* 0.93 2.54

1.58 1.57
Strike Call Put 2.71 0.81

60.50 -- 18

61.00 -- 31

61.50 -- 52

62.00 41 --

62.50 25 --

63.00 14 -- 1-Month 3-Month 6-Month 12-Month

USD 0.16 0.23 0.32 0.54

EUR 0.00 0.06 0.15 0.31

Strike Call Put GBP 0.51 0.56 0.69 1.00

61.00 -- 51 JPY 0.09 0.01 0.05 0.16

61.50 -- 70 CHF 0.00 0.02 0.07 0.20

62.00 -- 90

62.50 91 --

63.00 70 -- 2-Year 3-Year 5-Year 10-Year

63.50 53 -- USD 0.65 1.04 1.63 2.37

EUR 0.25 0.31 0.49 1.12

GBP 1.12 1.37 1.76 2.30

JPY 0.19 0.20 0.27 0.64
CHF 0.06 0.10 0.26 0.84

2-Year 10-Year

GOI BOND 8.29 8.40

INTEREST RATE SWAPS

2-Year 5-Year 85 DJIA 16,380

OIS 7.75 7.56 1,239 FTSE 6,310
MIFOR 7.35 7.42 6,629 DAX 8,850

1,929 NIKKEI 14,533

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

7.87

64.71

0.5748

65.08

64.37

65.45

64.92

10.53

54.51

53.74

48.16

62.81

61.45

63.98

`/USD

1.6098

102.85

1.2759

0.8746

1.1273

5.8377

0.9465

78.42 106.9

SPOT EXCHANGE RATES

`/Currency

DOMESTIC MARKETS

FOREIGN EXCHANGE MARKETS

INTERNATIONAL MARKETS

FOREIGN EXCHANGE MARKETS

SPOT EXCHANGE RATES

Against USD

10.03

1.2762

62.40

8.32

63.17

63.57

7.95

65.80

98.92

Crude Oil ($/barrel)

COMMODITIES
OTHER MARKETS

6.1241

FORWARD EXCHANGE RATES*#

7.82

8.13

Premium % p.a.

61.97

61.59

7.64

INTEREST RATE MARKETS

OFFSHORE CURRENCY

Aluminium ($/ton)

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

INTEREST RATE SWAPS

5-Year

8.42

EQUITY INDICES

1-mth Option on USD 1, price in paise

INTEREST RATE MARKETS

3-mth Option on USD 1, price in paise

7.42

7.51

7.35

2-Year

CURRENCY SWAPS

5-Year

Option on EUR 1, price in US cents

Strike

1.26

1.28

1.30

7.62

7.81

7.92

8.00

7.68

Strike

105.00

107.00

109.00

Option on GBP 1, price in US cents

Strike

1.59

1.61

1.63

Option on JPY 100, price in US cents
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