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NEWS 

1. After the Federal Reserve Board statement on Wednesday that the central bank wanted to see 

"more decisive evidence" of sustained growth before raising rates, the US dollar weakened 

across the board. Over the week, the U.S. dollar index, which measures the greenback's 

strength against a trade-weighted basket of six major currencies, was down by almost a 

percentage point. It declined the most by 2.1% against the British pound, followed by 1.2% 

against the Swiss franc, 0.8% against the euro and around half percentage point each against 

the Japanese Yen, the Australian dollar, the Canadian Dollar and the Danish krone.  

2. The US Federal Reserve Board kept its interest rate unchanged at near zero level and hinted 

that further improvement was needed in both labor market and consumer prices before any 

further decision on an interest rate hike could be considered. The US consumer price index 

in May increased by 0.40%, the biggest rise in almost two years. Energy prices were up 

sharply by 4.3%. Separately, the number of people seeking unemployment benefits fell by 

12,000 to 267,000 while the number of people continuing to receive jobless benefits 

decreased by 50,000 to 2.22 million.   

3. According to first estimate by Eurostat, the European Union recorded a current account 

surplus of €14.9 bn in April 2015, compared with a surplus of €11.0 bn in March 2015 and a 

surplus of €4.9 bn in April 2014. As per recent price surveys covering more than 2400 

consumer goods and services across Europe, the price level differed widely in the European 

Union. Poland was cheapest both for food and consumer electronics, while alcohol & 

tobacco as well as restaurants & hotels were the least expensive in Bulgaria. Overall, price 

levels ranged from 48% of the EU average in Bulgaria to 138% in Denmark. 

4. In UK retail sales volumes rose by 0.2% in May, to show a 4.6% growth on the year. Sales 

in the three months to May were up by 4.5% compared with a year earlier, the slowest year-

on-year growth in six months. Separate data showed that Britain’s consumer price inflation 

was up by 0.1% on an annual basis in May, following a brief period of falling prices. In the 

previous month, consumer prices had dipped 0.1%. 

5. Japan slipped back into a merchandise trade deficit in April, a month after recording its first 

surplus in nearly three years. It recorded a trade deficit of ¥ 53.4 billion ($ 439 million). The 

value of exports grew by 8.0% on year, down from 8.5% growth in March, while imports fell 

4.2%.  

6. On the domestic interbank market, the rupee dollar exchange rate traded in the range of ` 
63.53 -64.19 before ending the week with a gain of 51 paise to close at ` 63.56. The forward 

premia levels across the maturities from 1 to 12 month stood in the range of 7.15%- 7.40%. 

The rupee 1-month forward is at ` 63.95 vs the NDF market’s rate of ` 63.80 and 3-month 

forward at ` 64.74 vs the NDF market rate of ` 64.50. As per the latest RBI weekly release, 

up to June 12, the forex reserves stands at $ 354.3 bn, up by $ 12.7 bn over March end. In 

calendar year 2015, till date FIIs have invested $ 6.3 bn each in debt and equity market.  

http://www.wsj.com/articles/oil-price-slide-helps-japan-notch-first-trade-surplus-since-2012-1429666255
http://www.wsj.com/articles/oil-price-slide-helps-japan-notch-first-trade-surplus-since-2012-1429666255
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VIEWS 

1. The Ministry of Commerce has released the trade data for May 2015. It shows a picture 

which is broadly on the lines of what one can expect for the full fiscal year. Imports for the 

first two months of the fiscal year have declined by 12.2% to $ 65.8 bn, led by a sharp 41.8% 

drop in oil imports. Non-oil imports have increased marginally by 4.9%. On the other hand, 

exports have decreased by 17.2% to $ 44.4 bn, once again led by a steep fall in oil exports 

(which are almost 20% of our total exports). Consequently, the trade deficit for this period 

was virtually unchanged at $ 21.4 bn.  

2. In 2014-15, our trade deficit was $ 144 bn, with net oil imports at $ 83 bn and average Brent 

oil price of $ 87 per barrel. If the Brent oil price averages $ 65 in the current year, net oil 

imports should contract by a further $ 20 bn. However, this could be offset by a combination 

of faltering exports and pick-up in non-oil imports. If so, compared to last year’s current 

account deficit (CAD) of $ 27.5 bn, we could see a CAD of between $ 25 and $ 30 bn in this 

year. A CAD of this magnitude should not be difficult to finance at all. Indeed, it is highly 

likely that just as 2014-15 saw significant capital inflows and consequently a staggering 

Balance of Payments surplus of $ 61 bn, we could witness another year of a large BoP 

surplus. This will mean that the RBI will have to continue to accumulate foreign exchange 

reserves in the coming months.  

3. Not surprisingly, the rupee has bounced back to below Rs 64 per $ by the end of the trading 

week. Once again, there appeared to be intervention by the Reserve Bank of India when the 

rupee-dollar exchange rate moved towards Rs 64.25 per $. We continue to recommend that 

importers should use a pre-determined stop-loss level for hedging all short term exposures 

would be hedged. When the stop loss level is hit, a hedge must be taken immediately and 

automatically – one has to stop thinking. Given the recent volatility in the domestic market, 

it would also be prudent to keep a ‘take-profit’ level, especially for near-term exposures, so 

that momentary opportunities are not bypassed. Exporters should continue to sell the bulk of 

their medium and long-term exposures on a forward basis – it should be borne in mind that a 

consistent hedging strategy will always give better results than a “Stop-Go” approach.  

4. Greece replaced the drachma with the euro in 2002, but is now staring at the very real 

prospect of moving back to its own currency. Whether this will be “Europe’s Lehmann 

Brothers moment”, as some economists fear, will be determined by the terms of the likely 

exit. If these are too easy, it could encourage other Mediterranean countries to follow suit 

(after all, austerity is hardly a popular measure). On the other hand, if they are too strict, 

there could be chaos in Greece, with repercussions for their lenders also. Meanwhile, Greeks 

have already been hoarding up on cash -- since December, Greeks have pulled more than 30 

billion euros out of banks. The bailout agreement that has so far staved off a debt default by 

Greece expires on 30th June, when Greece is required to pay about 1.5 billion euros to the 

International Monetary Fund.  

5. The euro has remained range-bound on market assumption that a last-minute solution will be 

found. Meanwhile, we are keeping our ranges for the non-dollar currencies unchanged as 

follows: $1.48 – 1.60 per GBP, $1.08 – 1.18 per EUR and JPY118 – 128 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*

Jun-15

Jul-15

Aug-15 Call Put

Sep-15 3.45 1.90

Oct-15 2.66 2.65

Nov-15 1.70 4.00

Dec-15

Jan-16

Feb-16

Mar-16 Call Put

Apr-16 4.20 1.82

May-16 2.60 2.60

1.65 3.95

`/USD
Call Put

INR/USD CURRENCY OPTIONS* 1.06 2.50

1.78 1.57
Strike Call Put 2.80 1.15

62.50 -- 7

63.00 -- 15

63.50 -- 30

64.00 45 --

64.50 25 --

65.00 13 -- 1-Month 3-Month 6-Month 12-Month

USD 0.19 0.28 0.44 0.77

EUR -0.07 -0.01 0.06 0.17

Strike Call Put GBP 0.51 0.57 0.73 1.02

63.50 -- 47 JPY 0.06 0.10 0.14 0.25

64.00 -- 65 CHF -0.82 -0.79 -0.72 -0.63

64.50 -- 86

65.00 84 --

65.50 64 -- 2-Year 3-Year 5-Year 10-Year

66.00 47 -- USD 0.89 1.22 1.71 2.35

EUR 0.16 0.26 0.53 1.14

GBP 1.07 1.31 1.66 2.12

JPY 0.16 0.19 0.29 0.62
CHF -0.69 -0.57 -0.22 0.45

2-Year 10-Year

GOI BOND 7.82 7.71

INTEREST RATE SWAPS

2-Year 5-Year 60 DJIA 18,015

OIS 7.24 7.20 1,200 FTSE 6,710
MIFOR 7.12 7.15 5,662 DAX 11,040

1,650 NIKKEI 20,174

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

Strike

120.70

122.70

124.70

Option on GBP 1, price in US cents

Strike

1.57

1.59

1.61

Option on JPY 100, price in US cents

Option on EUR 1, price in US cents

Strike

1.12

1.14

1.16

7.09

7.08

7.03

7.02

7.09

1-mth Option on USD 1, price in paise

INTEREST RATE MARKETS

3-mth Option on USD 1, price in paise

7.15

7.14

7.12

2-Year

CURRENCY SWAPS

5-Year

7.16

INTEREST RATE MARKETS

OFFSHORE CURRENCY

Aluminium ($/ton)

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

INTEREST RATE SWAPS

5-Year

7.89

EQUITY INDICES

Crude Oil ($/barrel)

COMMODITIES
OTHER MARKETS

6.2105

FORWARD EXCHANGE RATES*#

7.07

6.70

Premium % p.a.

64.05

63.65

10.23

1.1360

64.44

4.70

65.20

65.58

6.92

67.85

100.98

DOMESTIC MARKETS

FOREIGN EXCHANGE MARKETS

INTERNATIONAL MARKETS

FOREIGN EXCHANGE MARKETS

SPOT EXCHANGE RATES

Against USD

6.5725

0.9178

72.20 122.7

SPOT EXCHANGE RATES

`/Currency

47.65

64.82

63.56

65.96

`/USD

1.5887

101.9

1.3340

0.7773

1.2266

7.07

66.71

0.5180

67.09

66.32

67.49

69.25

9.67

51.82

49.41
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