
 

 

 

 
\ 

                                                                                         
 

 

Office: 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  
 

info@avrco.com     

Currency Risk Management Report 
(for the week ended April 22, 2016) 

 
Rajwade Treasury Consultants LLP                              A. V. Rajwade& Co. Pvt. Ltd. 

 

NEWS 

1. The Japanese yen came under bear pressure and weakened by 2.7% to ¥111.70 after 

Bloomberg reported that the Bank of Japan was considering applying negative rates to its 

lending program for financial institutions. This week, the US dollar gained 1.1% against the 

Swiss franc, 0.5% each against the euro, the Danish krone and the Chinese Yuan, while it 

lost 1.4% against the British pound and 1.2% against the Canadian dollar.   

2. Boston Fed President Eric Rosengren, who is typically viewed as a dove on the FOMC 

committee, said that “he does not see that the risks are so elevated, nor the outlook so 

pessimistic, as to justify the exceptionally shallow interest rate path currently reflected in 

financial futures markets". The US housing market delivered mixed news. On the one 

hand, the pace of homebuilding in March has slowed down with both housing starts and 

building permits down, but on the other hand the homebuilders' confidence index held firm 

at a reading of 58 and sales of existing homes rose in March to 5.33 mn units from 5.07 in 

February. Weekly jobless claims declined further to 247,000, the lowest level since 1973. 

3. The European Central Bank (ECB) kept its benchmark interest rate unchanged. ECB 

President Mario Draghi stated that "broad financing conditions in the euro area have 

improved" since March, but risks to the growth outlook "remain tilted to the downside". 

Euro-area composite purchasing manager’s index (PMI) of services and manufacturing 

activity came in at 53.0 in April. The composite PMI for Germany came in at 9-month low 

of 53.8. In April, the euro-area ZEW index of business expectations rose to a three-month 

high of 21.5 and Germany’s ZEW index improved to a four-month high of 11.2. 

4. UK retail sales dropped by 1.3% in March as compared with February. However, it was up 

by 2.7% from a year earlier, the 35th consecutive month of annual growth. In the three 

months to February, the number of unemployed people rose slightly, though the jobless 

rate remains stable at 5.1%. 

5. On the domestic interbank market, in a week shortened by a trading holiday the rupee-

dollar exchange rate traded in a range of ` 66.10 - 66.71 per $, with the rupee ending the 

week with a gain of 16 paise to close at ` 66.49 per $. Forward premium for shorter tenor 

of up to 3 months were up by almost 30-40 bps and are ruling above 7%. The premium 

levels were at 7.45%, 7.10%, 6.75% and 6.2% p.a. for standard maturities of 1, 3, 6 and 

12 respectively. India's foreign exchange reserves continue to rise, hitting a record level of 

$360.25 billion as on April 15. In 2015, India for the first time became a top destination for 

foreign direct investment by attracting $63 billion worth FDI projects. From May 2, the RBI 

reference rate computation would be on the basis of the weighted average of the actual 

market transactions that have taken place during a randomly selected 15 minute window 

between 11.30 a.m. and 12.30 p.m.  
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VIEWS 

1. The Ministry of Commerce has released the trade data for the fiscal year 2015-16. Exports 

have decreased by 16% to US$ 261.1 bn, while imports have been reduced by 15% to 

US$ 379.6 bn. Underscoring the fact that both declines have come on the back of a sharp 

fall in international commodity prices, including oil and bullion, is the 40% fall in oil imports 

from US$ 138 bn in 2014-15 to US$ 83 bn in 2015-16. Consequently, the trade deficit for 

the year has contracted sharply by 14% to US$ 118.5 bn. Although the media continues to 

make a hue and cry about the tumble in exports, the more important number is the trade 

deficit. One wonders, if these commentators would be happy if exports rise on the back of 

higher commodity prices, even if it means a higher trade deficit – no doubt, in that case, 

headlines will be screaming about higher imports! 

2. In a separate report from the Reserve Bank of India, the trade balance in services (i.e. net 

export of services) for April-February, 2015-16 was estimated at US$ 64.6 bn which is 

lower than net export of services of US$ 69.1 bn during the corresponding period of the 

preceding year. In 2014-15, net invisibles were US$ 118.1 bn, almost equal to the trade 

deficit for the current year. Even if one assumes a higher merchandise trade deficit for the 

year as per RBI data (which includes imports that do not enter on a customs-cleared basis, 

primarily defense imports), and also taking into account a drop in net invisibles owing to 

the drop in net services exports, there should be a sharp drop in the current account deficit 

(CAD) during 2015-16. Certainly, the data indicates that we had a current account surplus 

in the last quarter of that fiscal year. 

3. We have now moved to a quarter in which the CAD tends to be the largest of the year.This 

should gradually lead to days on which demand for dollars will outstrip supply, putting bear 

pressure on the rupee. The current period of rupee stability / strength should be treated by 

importers as an opportunity to increase cover percentages for near-term payables. Hedges 

should be taken for 80-90% of the exposures at a forward rate below ` 66.50 per $, for 50-

60% at a forward rate below ` 66.75 per $, and for 20-30% at a forward rate below ` 67.00 

per $. Short-term foreign currency borrowers (in respect of buyers’/suppliers’ credits and 

FCNR(B)-linked loans) are advised to have a pre-determined effective interest cost (say, 

5% p.a.) at which a cover will be taken – when this level is reached, either because the 

rupee strengthens or because of reduction in forward premium due to passage of time of a 

decline in the yield curve, the exposure should be hedged immediately. We continue to 

advise exporters to wait for an improvement in the spot rupee-dollar exchange rate to a 

level closer to ` 67 per $, especially for hedging longer-term exposures.  

4. On the international front, we are not changing our forecasted ranges for any of the non-$ 

currencies, as follows: 

$ 1.06 – 1.18 per EUR,  

JPY 103 – 115 per $ and 

$1.34 – 1.46 per GBP.  
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USD GBP

GBP EUR

EUR JPY

JPY CNY

CNY CHF

CHF DKK

DKK CAD

CAD AUD

AUD SGD

SGD PKR

Month-end 3-MONTH CURRENCY OPTIONS*

Apr-16

May-16

Jun-16 Call Put

Jul-16 3.80 1.20

Aug-16 2.65 2.00

Sep-16 1.70 3.10

Oct-16

Nov-16

Dec-16

Jan-17 Call Put

Feb-17 5.50 3.40

Mar-17 4.40 4.40

3.50 5.50

`/USD
Call Put

INR/USD CURRENCY OPTIONS* 1.70 3.10

2.55 2.10
Strike Call Put 3.70 1.55

66.25 -- 25

66.50 -- 30

66.75 -- 45

67.00 45 --

67.25 34 --

67.50 25 -- 1-Month 3-Month 6-Month 12-Month

USD 0.44 0.64 0.91 1.24

EUR 0.35 0.27 0.16 0.03

Strike Call Put GBP 0.51 0.59 0.74 1.03

66.50 -- 50 JPY 0.06 0.04 0.02 0.07

67.00 -- 70 CHF 0.77 0.72 0.65 0.53

67.50 -- 90

67.75 90 --

68.25 70 -- 2-Year 3-Year 5-Year 10-Year

68.50 60 -- USD 0.95 1.07 1.31 1.74

EUR 0.14 0.11 0.05 0.62

GBP 0.87 0.97 1.15 1.58

JPY 0.16 0.17 0.05 0.14
CHF 0.68 0.68 0.54 0.09

2-Year 10-Year

GOI BOND 7.16 7.46

INTEREST RATE SWAPS

2-Year 5-Year 43.73 DJIA 18,004

OIS 6.61 6.73 1,232 FTSE 6,310
MIFOR 6.85 6.99 5,015 DAX 10,373

1,635 NIKKEI 17,572

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

0.5947

69.77

69.13

Option on EUR 1, price in US cents

Strike

1.10

104.90

FORWARD EXCHANGE RATES*#

6.84

7.45

70.04

10.23

67.92

10.03

52.48

51.26

67.70

49.07

6.72

69.44

66.49

68.76

`/USD

1.4410

1.3550

0.7710

1.2670

6.6295

0.9790

6.5015

74.67 111.80

SPOT EXCHANGE RATES

`/Currency

DOMESTIC MARKETS

FOREIGN EXCHANGE MARKETS

INTERNATIONAL MARKETS

FOREIGN EXCHANGE MARKETS

SPOT EXCHANGE RATES

Against USD

1.1230

67.35

8.23

68.10

68.45

7.22

70.37

95.81

6.33

Premium % p.a.

66.97

66.54

Aluminium ($/ton)

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

INTEREST RATE SWAPS

Crude Oil ($/barrel)

COMMODITIES
OTHER MARKETS

5-Year

7.47

EQUITY INDICES

1-mth Option on USD 1, price in paise

INTEREST RATE MARKETS

3-mth Option on USD 1, price in paise

INTEREST RATE MARKETS

OFFSHORE CURRENCY

6.99

6.27

6.85

2-Year

CURRENCY SWAPS

5-Year

1.12

1.14

6.42

6.65

6.94

7.07

6.49

Strike

110.00

112.00

114.00

Option on GBP 1, price in US cents

Strike

1.42

1.44

1.46

Option on JPY 100, price in US cents
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