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NEWS 

1. After the much awaited Federal Reserve Board meeting during the week, the USD ended with 

minor weakness against the euro area currencies. However, it weakened sharply by 1.4% 

against the Australian dollar, 1.3% against Japanese yen, 1% against the Singapore dollar 

and 0.7% against the British pound. The U.S. dollar index, which measures the greenback’s 

strength against a trade-weighted basket of six major currencies, closed at 94.86, down by 

0.36% over the week. It had touched a three-and-a-half week lows of 94.20 hit on Friday.  

2. On Thursday, the much-hyped FOMC meeting decided not to raise interest rates, keeping 

them at the same level they have been at since December 2008. Earlier in the week, there 

were two economic data released pointing towards no urgency for increasing the interest rate. 

Firstly, in August consumer prices were down by 0.1%, mainly because of sharp drop in 

gasoline prices. Core consumer price excluding food and energy, rose by merely 0.1%. 

Secondly, retail sale rose by 0.2% in August with strong sales in car sales were offset by a 

1.8% drop in service sales due to declining gasoline prices. The core retail sales, excluding 

automobiles, gasoline, building materials and food services increased by 0.4% after an 

upwardly revised 0.6% increase in July.  

3. Euro area reported a surplus in good trade of € 31.4 bn in July as compared to € 21.2 in last 

July. Exports were up by 7% at €185.2 billion, while import rose by just 1% and stood at 

€153.8 bn. Intra-euro area trade rose to €147.0 bn in July 2015, up by 4% compared with July 

2014.  Separately, euro area annual inflation was 0.1% in August 2015, down from 0.2% in 

July and number of persons employed increased by 0.3% in the second quarter of 2015 

compared with the previous quarter. 

4. British inflation fell back to zero after oil prices dropped sharply in August. The inflation rate 

is 0.1% or lower over the last six months. The unemployment claims benefits rose by 1,200 

in August as compared to 6,800 drop in July. On the positive side, retail sales increased in 

August by 3.7% year-on-year and 0.2% over the month.    

5. Japan's trade deficit narrowed in August by 4.2% to ¥ 570 bn ($ 4.7 bn) as imports fell on the 

back of a decline in crude oil prices and increase in exports to US. Exports were up 3.1% 

while imports fell by the same rate. Industrial production fell by 0.8% month-over-month in 

July, in contrast to the rise in production of 1.1% seen in June. 

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

65.66-66.51 per $ and the rupee ended the week with a gain of 84 paise to close at ` 65.68 

per $. This week the forward premia across all maturities rose by around 15-20 basis point 

and stands at 6.92 %, 6.80%, 6.65% and 6.60% for 1, 3, 6 and 12 month respectively. In 

August both consumer and whole sale price index (WPI) fell to new lows, standing at 3.69% 

and -4.95% respectively. The WPI has been in the negative zone since November 2014. 

http://www.investing.com/quotes/us-dollar-index
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VIEWS 

1. Fed Chairman Janet Yellen had a choice between hiking interest rates and giving a guidance 

effectively dampening market sentiment about more hikes in the coming months or leaving 

interest rates unchanged but allowing the markets to believe that a hike will happen sooner 

rather than later. Not surprisingly, she preferred to err on the side of caution. By a 9-to-1 vote, 

the US Federal Reserve Board has decided to stick to its current 0 – 0.25% federal funds rate 

targeted range, citing “global economic and financial developments” for taking the decision. 

Clearly, in their view, although US economic conditions are ripe for a tightening of monetary 

policy, China’s economic turmoil and international stock market volatility has forced them to 

take what an economist eloquently called a “hawkish pause”. Fed Chairman Janet Yellen’s 

post-meeting statement seemed to indicate that the decision could be changed as early as 

the next meeting (in end-October) or by the end of the year (mid-December). 

2. The accompanying dot-plot, which indicates how the Fed itself expects interest rates to move 

in the coming months and years, has also forecast an interest rate of 0.40% by the end of 

2015. This would mean that the Fed expects to tighten monetary policy in the next quarter. 

However, it should be borne in mind that both in March and in June there were indications of 

an interest rate hike in the subsequent quarter, the dot-plot should be taken with a large pinch 

of salt. In any case, as the central bank Governors in both the U.S. and India keep reminding 

us, monetary policy decisions are “data dependent”. In the coming weeks and months, if the 

Chinese economy stabilizes and the Greek bail-out program is reaffirmed by the new 

government and there are no fresh pockets of financial upheaval, an interest rate hike may 

come through. 

3. We are keeping our ranges for the non-$ currencies unchanged as below: 

$1.48 – 1.60 per GBP, 

$1.08 – 1.18 per EUR and 

JPY 118 – 128 per $. 

4. Our view that the recent bearishness of the rupee has been excessive, and that the rupee 

would bounce back sooner rather than later, was vindicated by the movement of the rupee-

dollar exchange rate in the domestic forex market. In the wake of the Fed’s decision, the 

domestic stock market rallied, pushing the rupee up by 79 paise vis-à-vis the US dollar on a 

single day to Rs 65.67, the highest level in almost a month. We see this as an opportunity for 

corporate treasury managers to hedge near-term payables (at least the next couple of weeks). 

It would also be worthwhile to review those payables of October where option contracts have 

been taken – if the forward rate now available plus the option premium paid is significantly 

below the forward rate ruling when the option contract was taken, it would be prudent to 

cancel the option contract and take a forward contract. An important maxim of risk 

management is that one should not give up the “good” in the hope of getting “better as that 

better may never come. 
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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*

Sep-15

Oct-15

Nov-15 Call Put

Dec-15 4.65 1.10

Jan-16 2.70 2.25

Feb-16 1.85 3.35

Mar-16

Apr-16

May-16

Jun-16 Call Put

Jul-16 3.80 1.50

Aug-16 2.55 2.25

1.65 3.35

`/USD
Call Put

INR/USD CURRENCY OPTIONS* 1.25 3.05

1.87 2.08
Strike Call Put 2.75 1.35

65.00 -- 15

65.50 -- 25

66.00 -- 45

66.50 45 --

67.00 25 --

67.50 15 -- 1-Month 3-Month 6-Month 12-Month

USD 0.20 0.32 0.53 0.82

EUR -0.12 -0.04 0.02 0.14

Strike Call Put GBP 0.51 0.54 0.75 1.05

65.50 -- 50 JPY 0.03 0.08 0.12 0.23

66.00 -- 65 CHF -0.79 -0.73 -0.67 -0.56

66.50 -- 88

67.00 105 --

67.50 85 -- 2-Year 3-Year 5-Year 10-Year

68.00 65 -- USD 0.79 1.09 1.52 2.16

EUR 0.07 0.15 0.39 1.01

GBP 1.00 1.19 1.50 1.90

JPY 0.11 0.12 0.19 0.51
CHF -0.62 -0.54 -0.29 0.28

2-Year 10-Year

GOI BOND 7.64 7.70

INTEREST RATE SWAPS

2-Year 5-Year 45 DJIA 16,385

OIS 6.94 6.90 1,139 FTSE 6,104
MIFOR 6.89 6.93 5,358 DAX 9,916

1,624 NIKKEI 18,070

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

6.69

68.72

0.5519

68.76

68.35

69.39

67.82

9.95

49.67

47.20

46.90

66.90

65.68

67.98

`/USD

1.5540

104.31

1.4005

0.7187

1.3222

6.6024

0.9685

74.31 119.01

SPOT EXCHANGE RATES

`/Currency

DOMESTIC MARKETS

FOREIGN EXCHANGE MARKETS

INTERNATIONAL MARKETS

FOREIGN EXCHANGE MARKETS

SPOT EXCHANGE RATES

Against USD

10.32

1.1314

66.53

7.64

67.25

67.61

6.85

69.76

102.07

Crude Oil ($/barrel)

COMMODITIES
OTHER MARKETS

6.3658

FORWARD EXCHANGE RATES*#

6.70

6.87

Premium % p.a.

66.15

65.79

6.63

INTEREST RATE MARKETS

OFFSHORE CURRENCY

Aluminium ($/ton)

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

INTEREST RATE SWAPS

5-Year

7.84

EQUITY INDICES

1-mth Option on USD 1, price in paise

INTEREST RATE MARKETS

3-mth Option on USD 1, price in paise

6.93

6.59

6.89

2-Year

CURRENCY SWAPS

5-Year

Option on EUR 1, price in US cents

Strike

1.10

1.13

1.15

6.07

6.74

6.76

6.78

6.76

Strike

117.00

119.00

121.00

Option on GBP 1, price in US cents

Strike

1.53

1.55

1.57

Option on JPY 100, price in US cents
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FED’s Dot Plot 

 
Q. What is FED dot Plot? 

A. The dot plot, which is published after each Fed meeting, shows the projections of the 16 members of  

     the Federal Open Market Committee (the rate-setting body within the Fed).  

 

Q. What does these dots represents? 

A. Each dot represents a member’s view on where the fed funds rate should be at the end of the various  

     calendar years shown, as well as the “long run”. 

 

Q. Why does FED releases these dot pot? 

A. The dot plot represents the Fed’s ongoing efforts to become more transparent with respect to its     

     policies. 

 

Q. What it depicts currently?  

A. Currently, most members' expects that the first increase to 0.40% in short-term rates since the   

     financial crisis will happen this year. But three officials now expect the Fed to hold fire until 2016    

     with one predicting a negative level for this year and 2016. As per expectation next year would close  

     in the range of 1% - 2%.   

 

Q. Takeaway from dot pot. 

A. The important take away from the dot pot is the direction of movement and the range of movement  

     expected by the majority of FOMC members than the absolute number. 

http://bonds.about.com/od/Issues-in-the-News/a/What-Is-The-Fed-Funds-Rate.htm

