
 

 

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

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

 

Email id.: info@avrco.com                                        Page  1 
 

Currency Risk Management Report 
for the week ended January 29, 2010 

  Currency Risk Management Report 
 

for the week ended June 20, 2014 

 

 NEWS 

1. The US Dollar had a mixed response this week trading against its major 

international partners. It weakened by 1.6% against the Canadian Dollar, 

1.3% against the British Pound, followed by 0.5% against the Japanese 

Yen and 0.6% against the Australian $. However, it strengthened by 0.8% 

against the Euro and 0.2% against the Danish Krona.  

2. Jobless claims in the US fell to 312,000 during the week. ‘Continuing 

claims’ by people dropped by 2% to 2.56 million, the lowest level since 

October 2007. The unemployment rate amongst people eligible for federal 

benefits, also dropped to 1.9% from 2% in the previous week. While fewer 

job cuts helped acceleration in job growth, employers continued to add 

workers to their payrolls, thereby bringing the average monthly advance 

thus far to 213,600, the most since 1999. The US Federal Reserve in its 

last meeting cut the pace of its monthly bond buying program to $35 bn.  

3. British retail sales dropped 0.5% for May, their first drop since January. 

Sales grew by 3.9% over the year, a marked drop from the 6.5% seen in 

April (a 10-month high). Meanwhile, the U.K. economy is expected to 

expand by 0.8% in the first quarter of 2014 from the final three months of 

2013.  

4. Euro zone consumer prices rose by a meager 0.5% for the month of May, 

on a year-on-year basis. Over the previous month, the picture was even 

gloomier as prices fell by 0.1%, keeping inflation alarmingly below the 

dangerous level of 1%, as monitored by the European Central Bank. 

Greece, Portugal and Cyprus are experiencing outright deflation even as 

the ECB had moved the benchmark rates into negative territory earlier in 

the month, in order to encourage banks to lend more to small and medium 

businesses. 
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5. Japan faced a decline in its May exports for the first time in 15 months, as 

shipments to the US and Asian countries fell 2.7% on the year. Non-oil 

exports to the US fell 8.8% in May as compared to an increase of 11.7% in 

April, the decline primarily resulting from a fall in car shipments. 

6. China’s overnight repurchase rate, an indicator of availability of interbank 

funds, rose by 17 basis points during the week to 2.78%. The 7-day repo 

rate jumped 32 basis points to 3.49%. Premier Li Keqiang announced that 

the government could roll out “minor stimulus measures” so that GDP 

grows by at least 7.5%. 

7. On the domestic interbank market, the rupee-dollar exchange rate traded in 

the range of ` 58.29 – ` 60.33 per $, ending the week with a loss of 42 

paise for the rupee at ` 60.19 per $. The forward premium levels across 

maturities of 1-month, 3-month, 6-month and 12-month are 8.47%, 8.71%, 

8.66% and 7.82% respectively as against 8.6%, 8.57%, 8.51% and 7.86% 

in the previous week. 

VIEWS 

1. On the international foreign exchange markets, the British pound was the 

cynosure of traders, advancing to a high of $ 1.7063, its strongest level 

since October 2008, against the US dollar and touching a 20-month high of 

79.86 pence versus the euro. With a nervous eye on rising property prices, 

Mark Carney, the Governor of the Bank of England, hinted that the first 

interest rate hike “could happen sooner than markets currently expect.” 

Besides, the Deputy Governor stated that he would welcome a future move 

to higher rates “as a demonstration that the economy is healing”. At a time 

when the European and Japanese central banks are struggling to stave off 

deflation, the Bank of England is giving increasingly stronger signs that it 

is considering the first rise in borrowing costs since July 2007. 10-year 

government bond yields climbed for the third successive week to 2.76%. 

The market is now expecting the Bank of England to double its base 

interest rate from the current level of 0.5% by May 2014. 
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2. Among the minor currencies, the Australian dollar has once again 

demonstrated why it is regarded as a “commodity currency”. It has been 

the beneficiary of gradually rising commodity prices. The Aus$ has 

strengthened by 8.1% in the last 5 months to Aus$ 0.9388 per US$. During 

this period the UBS Bloomberg commodity index (CMCI) has gained 

8.4%.  

3. We are not changing our ranges for any of the major non-$ currencies, as 

follows: 
$ 1.62 – 1.72 per GBP,  

$ 1.32 – 1.42 per EUR, and  

JPY 95 – 105 per $. 

 

4. The conflict in Iraq appears to be worsening although it remains contained 

to the north. Sunni Muslims (who ruled the country under Saddam 

Hussein) are a majority in Anbar province and in areas north of Baghdad. 

The ruling Shiites (who came to power after the US invasion of Iraq) are 

the majority in the south, which has had no fighting so far and which has 

the bulk of the country’s crude reserves. Brent oil prices have once again 

nudged past $ 114 per barrel – not yet alarming, but certainly a cause for 

concern. 

5. On the domestic interbank market, in less than a month of setting an 

effective floor for the rupee-dollar exchange rate, by reportedly purchasing 

dollars when the rate moved to Rs 58.40 per $, the Reserve Bank of India 

(RBI) seems to have moved in to prevent rupee depreciation beyond Rs 

60.50 per $. Does this mean that the RBI is comfortable with the so-called 

“market-determined” exchange rate as long as it stays within this range of 

Rs 58.40 – 60.50 per $? We believe that at least until the budget is out of 

the way, likely in the second week of July, the rupee is unlikely to stray 

too far away from this band. 

6. We continue to advise corporate treasury managers with net dollar 

receivables to use the current spot rate above Rs 60 per $ as an opportunity 

to hedge their exposures. Importers should hedge dollar payables only by 

using out-of-the-money option contracts.  
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