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NEWS 

1. This week, the US$ gained more than 1% against the major European currencies – the 

euro, the Danish krone and the Swiss franc. The EUR:USD exchange rate closed at $ 

1.0650 per euro. The greenback was marginally up against the British pound (0.3%), the 

Japanese yen (0.2%), the Chinese Yuan (0.2%), the Canadian $ (0.1%). However, it was 

down sharply against the Australian $ (1.5%) and the Singapore $ (0.8%).  

2. US consumer prices increased by 0.2% last month, reversing September's 0.2% drop. 

Core consumer prices, which strips out food and energy costs, was up by 0.2% month-on-

month and 1.9% year-on-year. The housing starts in October fell to a seven-month low of 

1.06 mn units (-11%), but building permits rose to 1.15 mn units (+4.1%). Earlier, a survey 

showed home builders' confidence slipped in November from a 10-year high. Initial claims 

for state unemployment benefits slipped 5,000 to 271,000 for the week ended Nov. 14 

while the four-week moving average of claims, considered a better measure of labor 

market trends as it strips out week-to-week volatility, rose 3,000 to 270,750 in week ending 

Nov. 7, still close to a 42-year low. 

3. Euro area annual inflation was 0.1% in October 2015, up from -0.1% in September. In 

October 2014 the rate was 0.4%. The European Union (28 countries) reported an external 

current account surplus of €15.9 billion in September 2015, compared with a surplus of 

€13.8 bn in August 2015 and a surplus of €10.9 bn in September 2014. Germany’s 

investor confidence index calculated by the ZEW economic institute rose to 10.4 points 

from just 1.9 points a month earlier, indicating a sharp rebound in sentiment. 

4. Britain’s inflation rate was negative for a second successive month in October, at -0.1%, 

leaving the cost of living practically unchanged since January. Core inflation, which 

excludes the price of volatile items such as food and fuel, crept up to 1.1% year on year. In 

October, UK’s retail sales volumes fell by 0.6% over the previous month but rose by 3.8% 

compared with a year ago. 

5. The Bank of Japan kept its monetary policy steady and reiterated its pledge to increase 

base money, or cash and deposits at the central bank, at an annual pace of ¥80 trillion 

($650 billion) through purchases of government bonds and risky assets. Japan’s economy 

shrank at an annualized pace of 0.8% in July-September from the previous three-months, 

following a revised 0.7% contraction in April-June.  

6. On the domestic interbank market, the Rs/$ exchange rate traded in a band of ` 65.90 - 

66.33 per $, and the rupee ended the week with a loss of 9 paise to close at ` 66.19 per $. 

Forward premium levels are ruling in a range of 6.50-6.65% unchanged over last week’s 

level. In the week ended Nov 13, forex reserves stood at $ 352.52, up by $ 780 mn.  
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VIEWS 

1. The Commerce Ministry has released the trade data for October, showing a 17.5% fall in 

India’s exports to $ 21 bn. However, imports have contracted by an even larger 21% to $ 

31 bn, so that the trade deficit narrowed by almost $ 4 bn (28%) to $ 9.8 bn. For the first 

seven months (April-October) of the current fiscal year, exports have declined by 17.6% to 

$ 154 bn. Predictably, this has raised alarm bells with questions being raised about the 

possibility of meeting the annual target of $ 300 bn. However, the fact that imports too 

have dropped sharply, by 15.2% to $ 232 bn. Last year, for the full year, India’s imports 

were $ 448 bn and exports were $ 310 bn, resulting in a trade deficit of $ 138 bn. Clearly, 

the question that is not being raised is why we need an export target of $ 300 bn, if imports 

are likely to decline by $ 60 -70 bn. Indeed, if the current trend continues, we could end 

with a further decrease in the trade deficit by $ 15 bn.  

2. With the services sector not showing any slowdown, we are likely heading for a halving of 

the current account deficit from the $ 27 bn registered in the preceding year. The picture 

could change if commodity prices shoot up in the coming months, which is the constant 

refrain from chartists and technical analysts, despite economic fundamentals not 

supporting such a view. China’s economic woes show no signs of relenting, and this factor 

alone could keep a lid on international commodity prices. In our opinion, we are likely to 

have a current account surplus in the last quarter (Jan-Mar 2016). Together with the 

continuing flows on account of Foreign Direct Investment ($ 2 – 3 bn per month) and 

External Commercial Borrowings (the “masala” bonds will add to the forex inflows), there is 

likely to be a significant and consistent oversupply of dollars in that quarter. 

3. We expect the rupee to appreciate vis-à-vis the dollar on the back of the inflows, with a 

drift towards sub-65 levels by the end of the fiscal year. However, in the short term, the 

rupee-dollar exchange rate to move in a band of Rs 65.75 – 66.50 per $. Volatility would 

persist, and it would therefore be prudent to keep hedging short-term payables whenever a 

comfortable level is seen. Exporters are advised to cover the bulk of their receivables 

whenever the spot rupee-dollar exchange rate is above Rs 66 per $. 

4. On the international foreign exchange markets, expectations of an interest rate hike in the 

US at the next FOMC meeting in mid-December gained ground after on of its members 

stated that there was a “strong case” for a lift-off from near-zero, the level at which it has 

been stuck since 2008. Like all central banks, the US Fed has a dual mandate of 

maximum employment and price stability in relation to its monetary policy. With the 

unemployment rate at 5%, and wage pressures likely to mount, an interest rate hike is high 

on its agenda. However, we are not making any changes in our ranges for the non-$ 

currencies, as below:  

$1.45 – 1.57 per GBP,  

$1.05 – 1.15 per EUR and   

JPY 115 – 125 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*

Nov-15

Dec-15

Jan-16 Call Put

Feb-16 3.50 1.70

Mar-16 2.40 2.65

Apr-16 1.60 3.65

May-16

Jun-16

Jul-16

Aug-16 Call Put

Sep-16 3.50 1.50

Oct-16 2.40 2.40

1.50 3.60

`/USD
Call Put

INR/USD CURRENCY OPTIONS* 1.40 2.50

1.50 1.90
Strike Call Put 2.80 0.90

65.75 -- 25

66.00 -- 34

66.25 -- 45

66.50 47 --

66.75 38 --

67.00 30 -- 1-Month 3-Month 6-Month 12-Month

USD 0.21 0.38 0.62 0.95

EUR -0.15 -0.10 -0.04 0.06

Strike Call Put GBP 0.51 0.57 0.73 1.03

66.00 -- 46 JPY 0.04 0.07 0.12 0.23

66.50 -- 65 CHF -0.79 -0.81 -0.78 -0.70

67.00 -- 90

67.25 80 --

67.75 56 -- 2-Year 3-Year 5-Year 10-Year

68.25 40 -- USD 0.99 1.28 1.58 2.10

EUR -0.09 -0.05 0.19 0.85

GBP 0.97 1.15 1.43 1.84

JPY 0.12 0.12 0.18 0.48
CHF -0.88 -0.83 -0.57 0.07

2-Year 10-Year

GOI BOND 7.43 7.70

INTEREST RATE SWAPS

2-Year 5-Year 42.00 DJIA 17,823

OIS 6.94 6.95 1,078 FTSE 6,335
MIFOR 6.92 6.94 4,685 DAX 11,120

1,475 NIKKEI 19,880

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

6.64

69.11

0.5386

69.49

68.78

69.84

64.96

9.46

49.64

47.92

46.84

67.34

66.19

68.44

`/USD

1.5192

105.50

1.4130

0.7240

1.3333

7.0000

1.0190

70.49 122.90

SPOT EXCHANGE RATES

`/Currency

DOMESTIC MARKETS

FOREIGN EXCHANGE MARKETS

INTERNATIONAL MARKETS

FOREIGN EXCHANGE MARKETS

SPOT EXCHANGE RATES

Against USD

10.36

1.0650

66.98

6.89

67.70

68.08

6.60

70.17

100.56

Crude Oil ($/barrel)

COMMODITIES
OTHER MARKETS

6.3865

FORWARD EXCHANGE RATES*#

6.64

6.71

Premium % p.a.

66.64

66.27

6.47

INTEREST RATE MARKETS

OFFSHORE CURRENCY

Aluminium ($/ton)

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

INTEREST RATE SWAPS

5-Year

7.73

EQUITY INDICES

1-mth Option on USD 1, price in paise

INTEREST RATE MARKETS

3-mth Option on USD 1, price in paise

6.94

6.42

6.92

2-Year

CURRENCY SWAPS

5-Year

Option on EUR 1, price in US cents

Strike

1.05

1.07

1.09

6.48

6.52

6.51

6.54

6.49

Strike

121.00

123.00

125.00

Option on GBP 1, price in US cents

Strike

1.50

1.52

1.54

Option on JPY 100, price in US cents
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