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 NEWS 

1. The US$ strengthened across the board this week against its major 

international trading partners. It rose the highest by 2.2% against the 

Australian $, followed by 1.3% against the Canadian $ and by 1.2% 
against the Japanese Yen. It also strengthened by 0.7% against the British 

Pound, by 0.7% against the Swiss Franc and by 0.5% each against the 

Euro and the Danish Kroner. However, it ended the week stable against 
the Singapore $.  

2. Initial jobless claims, an indication of layoffs, increased by 4,000 to a 

seasonally adjusted 352,000 in the week ended April 13. The national 
jobless rate however dipped to 7.6% in March from 7.7% in February. The 

consumer-price index was up 1.5% in March from a year earlier, the fourth 

time in five months that it has been below the Fed's 2% inflation goal. The 
core reading on consumer costs, which excludes volatile food and energy 

prices, was up 1.9%, but it too remained below target for the fourth time in 

five months. Industrial output increased 0.4% last month and capacity 
utilization rose to 78.5% from 78.3% the prior month on a seasonally 

adjusted basis. 

3. Unemployment rose in the U.K. in February. The number of Britons out of 
work rose 70,000 in the three months to February, the largest increase 

since late 2011. With 2.56 million people out of work, the unemployment 

rate rose from 7.8% to 7.9%, the highest since May to July 2012. The 
annual rate of consumer price inflation remained at 2.8% in March 

compared with February. Average wages, by contrast, rose an annual 1.2% 

in the three months through January. 

4. The euro zone inflation rate fell to 1.7% in March from 1.8% in February, 

giving households some respite from rising prices. The figure is the lowest 

since August 2010 and is well under the ECB's target level of just under 
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2%. Inflation was particularly low in Ireland and Portugal, at 0.6% and 
0.7%, respectively, while Greece entered a period of deflation as prices 

fell 0.2% compared with a year earlier. Consumers continued to be hit in 

Spain and the Netherlands, whose inflation rates were 2.6% and 3.2% in 
European Union-harmonized terms, respectively. 

5. Japan's merchandise trade balance logged a deficit of ¥362.4 billion ($3.69 

billion) in March, stretching the run of deficits to nine months, the longest 
since 1980. Exports also showed some recovery, rising 1.1% from the 

same period last year to ¥6.27 trillion ($63.9 billion). 

6. On the domestic interbank market, the rupee-dollar exchange rate traded in 
a range of ` 53.76 – ` 54.79 per $, ending the week with a gain of 56 paise 

for the rupee at ` 53.97 per $. The forward premium levels are at 7.3%, 

7.2%, 7.0% and 6.6% from the preceding week-end levels of 7.7%, 7.6%, 
7.3% and 6.8% for 1, 3, 6 and 12 month maturities respectively. 

VIEWS 

1. On the domestic front, according to the Ministry of Commerce, India's 
trade deficit for the fiscal year 2012-13 (April-March) has increased by 

4.1% to an estimated $191 billion, against $183 billion during April-
March 2011-12. Imports were virtually unchanged (a $ 2 bn rise to $ 491 

bn), with a 9.2% growth in oil imports offsetting a 3.6% drop in non-oil 

imports, but a 1.8% reduction in exports has led to the widening of the 
gap. Significantly, there is a dramatic improvement in the picture for the 

last quarter of the year. The trade deficit for the quarter January – March 

2013 has narrowed by 4.6% on a year-over-year basis to $ 44 bn, aided by 
an 8.9% jump in exports. Besides, oil imports grew by just 1.7% and non-

oil imports expanded by 6.2%.  

2. Meanwhile, the rupee was aided by the sudden unexpected change in the 
global environment, with international commodity prices (especially oil 

and gold) dropping sharply. The rupee-dollar exchange rate did sink 
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several times below Rs 54 per $, even ending a whisker below that level. It 
will be interesting to see if the Reserve Bank of India (RBI) will allow a 

further rupee appreciation or it will use the opportunity to shore up its 

foreign exchange reserves. There is little doubt that while our forex 
reserves position is not precarious, it is vulnerable to an external shock – 

both in terms of number of months of import cover as well as relative to 

the size of the total external debt. 

3. There is no change in our rupee script. We expect the Rs/$ exchange rate 

to trade in a band of Rs 54-55 per $, with possible aberrations by up to one 

rupee on either side. We consider the current level as an opportunity to 
hedge near-term payables – any hedge available below one’s comfort level 

(say Rs 54.50 per $) should not be foregone. An important tenet of risk 

management is that one should not give up what is good, because the 
better may never come. 

4. On the international front, the Japanese yen has once again come under 

bear pressure. A meeting of the Group of 20 finance ministers and central 
bankers has endorsed the Bank of Japan’s monetary stimulus plan, and 

stated that it is “intended to stop deflation and support domestic demand.” 

This effectively absolves Japan from the charge that its quantitative- 
easing program has violated the G-20 promise that nations will refrain 

from “competitive devaluation” and avoid “persistent exchange-rate 

misalignments.” Meanwhile, the Chinese yuan gained ground after a 
comment by the Deputy Governor of the People’s Bank of China (PBOC) 

that the central bank’s band within which the yuan is permitted to trade 

around its reference rate is expected to be increased from the current level 
of 1%. The PBOC had scrapped a decade-old peg of CNY 8.3 per $ in July 

2005 and the currency has since strengthened by 34%. 

5. There is no change in our forecasted ranges for the US dollar against the 
any of the major currencies, as follows: JPY 92 – 104 per $, $ 1.24 – 1.36 

per EUR, and $ 1.46 – 1.58 per GBP. 
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