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NEWS 

1. This week five major central banks laid out their monetary policy, the most important of which 

was the US Federal Reserve Board which led to a 1.6% drop in the U.S. dollar index to a 

five-month low of 95.06. The greenback was down by 0.5% against the Australian $, 0.6% 

against the British pound, 1.6% against the Canadian $, 1% against the euro and 1.9% 

against the Japanese yen.   

2. The US FOMC kept its benchmark interest rates unchanged at 0.25 - 0.50%. The median of 

“dots” for 2016 and 2017 were both revised down by 50 basis points to 0.875% and 1.875%, 

respectively, which suggests that the consensus view on the Committee calls for two more 

hikes this year. The consumer price index declined by 0.2% and industrial production by 

0.5% in February. In February, US retail sales fell by 0.1%, however excluding the volatile 

gas and auto categories, sales rose by 0.3%. Last week, US crude oil inventories rose by 1.3 

million barrels to reach a record high of 523.2 million. 

3. Meanwhile, the International Energy Agency (IEA) in its medium-term outlook stated that the 

global oil glut leading to a ballooning of stocks would prevent any significant recovery in oil 

prices in 2017. The IEA estimates that between 2015 and 2021 oil production will rise by a 

total 4.1 mn barrels a day, a sharp slowdown from the rise of 11 mn barrels a day recorded 

between 2009 and 2015 as low prices had curtailed any new exploration and production. On 

demand, the report added consumption would grow at an average rate of 1.2% annually up 

to 2021, breaching 100 mn barrels per day by end of the decade. 

4. The Bank of England (BoE) has kept its interest rate steady at 0.5%, where it has stood for 

the last seven years. It has also maintained the amount of cash stimulus, or quantitative 

easing (QE), at £375 billion ($ 540 billion). In January, Britain’s unemployment rate was 

stagnant at 5.1%. The average weekly earnings rose by 2.1% in three months to January. 

The number of people claiming unemployment-related benefits was down to its lowest level 

since April 1975. 

5. The Bank of Japan (BoJ) has downgraded its view of the economy but held interest rate at 

minus 0.1%. Also, the BoJ kept asset purchases at ¥ 80 ($ 710 bn) tn a year. Recent 

economic data in Japan have been week. Output fell at an annualized rate of 1.1% in the 

fourth quarter of 2016 while prices in January were unchanged from a year ago.  

6. On the domestic interbank market, this week the `/$ exchange rate traded in a band of ` 

66.50 - 67.45 per $, and ended the week with a gain of 54 paise to close at ` 66.51 per $. 

The forward premium are ruling at 8.70%, 7.60%, 7.10% & 6.60% for 1, 3, 6 &12 month 

respectively. Last week, forex reserves rose by $ 2.54 bn, to $353.41 bn. In March, FII’s have 

bought $ 1.66 bn of equity and sold $ 152 mn of debt.  
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VIEWS 
1. The rupee-dollar exchange rate has successfully breached not only the psychologically 

important level of Rs 67 per $ but also the technically important mark of Rs 66.60 per $ 

(which chartists believed was an absolute bottom). Not surprisingly, so-called (and often self-

styled) forex experts, who were self-assuredly predicting just a few weeks back that Rs 70-

72 was “round-the-corner” are now equally confidently forecasting an exchange rate of Rs 

65 per $ by the end of the calendar year!  

2. We remain skeptical about both these views, not just in the short term but also for the next 

fiscal year. Indeed, we reiterate our expectation that the rupee-dollar exchange rate at the 

end of this month will be in a band of around Rs 66.25 - 66.50 per $. If that happens, one 

would have to wonder what happens to “month-end demand” (a standard explanation for 

rupee declines in months when this happens) when the rupee has a bout of appreciation 

during the month – this time, of course, it’s not just month-end but also quarter-end and 

year-end!  

3. We advise exporters to take option contracts for hedging a part of their dollar (and other 

currency) receivables, especially for exposures beyond June 2016. The British referendum 

on exit from the European Union is scheduled for 23rd June – a vote in favour of an exit 

(named “Brexit” in the financial markets) would certainly put bear pressure on both the 

British pound and the euro, as economies on both sides of the English Channel would be 

adversely affected. A secular dollar appreciation abroad could influence the rupee-dollar 

exchange rate in the domestic interbank market as well. Importers are advised to hedge only 

near-term payables. The savings rate cut by the government has predictably seen as an 

“assault on the middle class”, but nobody wants to understand that wanting low inflation and 

high interest rates is likely having your cake and eating it too. However, this could well be a 

precursor to a cut in interest rates by the Reserve Bank of India, which would lower the 

forward premium levels across the board. Short-term foreign currency borrowings (whether 

buyers’/suppliers’ credits or FCNR(B)-linked loans) should be hedged in any case when the 

pre-determined “stop greed” level is reached. 

4. On the international front, the “dot plot” released with the US Federal Reserve Board’s 

monetary policy decision shows that instead of the earlier estimate of three quarter 

percentage point interest rate increases during 2016 only two are now anticipated. The 

financial markets are obsessed with the dot plot, despite its abysmal record in the past (last 

year, for instance, it maintained a forecast of 3 increases until mid-2015, and ultimately there 

was just one increase at the end of the year). No wonder, the reduction in the number of 

increases has led to a “risk on” sentiment, fuelling dollar weakness and a rise in commodities 

and emerging market currencies. Meanwhile, we are not changing our ranges for any of the 

non-dollar currencies, as follows: 

$ 1.03 – 1.15 per EUR, 
$ 1.36 – 1.48 per GBP, and 

JPY 110 – 120 per $. 
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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*

Mar-16

Apr-16

May-16 Call Put

Jun-16 3.30 1.30

Jul-16 2.20 2.20

Aug-16 1.30 3.30

Sep-16

Oct-16

Nov-16

Dec-16 Call Put

Jan-17 4.30 2.50

Feb-17 3.30 3.40

2.40 4.50

`/USD
Call Put

INR/USD CURRENCY OPTIONS* 1.60 2.70

2.45 1.80
Strike Call Put 3.50 1.20

66.25 -- 20

66.50 -- 28

66.75 -- 37

67.25 37 --

67.50 27 --

67.75 20 -- 1-Month 3-Month 6-Month 12-Month

USD 0.43 0.62 0.88 1.20

EUR 0.33 0.25 0.13 0.00

Strike Call Put GBP 0.51 0.59 0.75 1.02

66.50 -- 45 JPY 0.06 0.00 0.02 0.12

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 45 -- USD 0.92 1.04 1.26 1.70

EUR 0.14 0.10 0.04 0.58

GBP 0.82 0.89 1.05 1.45

JPY 0.09 0.12 0.07 0.13
CHF 0.70 0.69 0.54 0.13

2-Year 10-Year

GOI BOND 7.36 7.52

INTEREST RATE SWAPS

2-Year 5-Year 39.45 DJIA 17,602

OIS 6.68 6.70 1,255 FTSE 6,190
MIFOR 7.02 7.05 5,103 DAX 9,951

1,498 NIKKEI 16,725

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

Strike

110.00

112.00

114.00

Option on GBP 1, price in US cents

Strike

1.43

1.45

1.47

Option on JPY 100, price in US cents

1.13

1.15

6.84

6.98

7.27

7.46

6.92

7.05

6.64

7.02

2-Year

CURRENCY SWAPS

5-Year

COMMODITIES
OTHER MARKETS

5-Year

7.68

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.

67.11

66.64

Aluminium ($/ton)

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

INTEREST RATE SWAPS

Crude Oil ($/barrel)

1.1270

67.51

7.93

68.22

68.61

7.84

70.66

96.33

6.72

74.96 111.60

SPOT EXCHANGE RATES

`/Currency

DOMESTIC MARKETS

FOREIGN EXCHANGE MARKETS

INTERNATIONAL MARKETS

FOREIGN EXCHANGE MARKETS

SPOT EXCHANGE RATES

Against USD

66.51

68.97

`/USD

1.4484

1.3590

0.7605

1.3000

6.6135

0.9710

6.4750

70.37

10.27

68.50

10.06

51.16

50.58

67.87

48.94

7.03

69.70

0.5960

70.05

69.31

Option on EUR 1, price in US cents

Strike

1.11

104.50

FORWARD EXCHANGE RATES*#

7.11

8.67



 

March 18, 2016 CRMR 
 

 

Office: 9, Ground Floor, Sumer Kendra, Pandurang Budhkar Marg, Behind Mahindra Towers, Worli, Mumbai – 400 018 

                                                             Tel. Off.: +91 22 24913034    Tel. Fax:  +91 22 24913044 

                                                                                               info@avrco.com                                        
 

 


