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 NEWS 

1. The US$ had a mixed response this week against its major international 

trading partners. It strengthened the most by 1.0% against the Swiss Franc 

followed by 0.2% each against the Euro and the Danish Kroner. However, 
it weakened by 1.6% against the British Pound followed by 1.5% against 

the Japanese Yen and by 1.0% against the Canadian $. Finally it ended the 

week stable vis-à-vis the Australian $ and the Singapore $. 

2. U.S. gross domestic product (GDP) rose at a 2.5% annual rate, after a 

0.4% expansion in the fourth quarter. Consumer spending, the biggest part 

of the economy, climbed by the most since the fourth quarter of 2010. 
Initial jobless claims, a proxy for layoffs, declined by 16,000 to a 

seasonally adjusted 339,000 in the week ended April 20. It was the lowest 

level since early March and the second-lowest since January 2008. The 
four-week average of claims, which smoothens weekly volatility in the 

figures, fell by 4,500 to 357,500. March saw sluggish progress in the labor 

market, with unemployment at 7.6% and employers adding just 88,000 
jobs. The number of workers requesting unemployment insurance was 

equivalent to 2.3% of employed workers paying into the system in the 

week ended April 13. That was at the lowest level since mid-2008. 

3. Britain avoided a triple-dip recession as the GDP grew 0.3% in the first 

three months of the year compared with the previous quarter. That comes 

on the heels of a contraction of 0.3% in the fourth quarter of 2012, which 
meant the economy barely grew last year. 

4. Unemployment in Spain and France has jumped to new highs. The jobless 

rate in Spain rose sharply to 27.2% of the workforce in the first quarter, 
the highest level since records began in the 1970s. In France, the number 

of registered job seekers who are fully unemployed rose to more than 3.2 

million, topping a previous record set in 1997. The closely-watched Ifo 
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survey of German business confidence fell sharply in April. Ifo's main 
index fell to 104.4 from 106.7 in March confirming that the euro zone's 

woes have pulled down even the most vigorous of the region's economies. 

5. Japan's core Consumer Price Index fell 0.5% in March from a year earlier, 
in a sign that the Bank of Japan is still far from its goal of achieving a 2% 

rise in prices in two years.  It also comes after a 0.3% fall in February. The 

reading of the core index, which excludes fresh food prices, marked the 
fifth straight month of falling prices. It also shows that Japan has still a 

long way to go before it can emerge from 15 years of deflation. 

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

a range of ` 53.93 – ` 54.41 per $, ending the week with a loss of 41 paise 

for the rupee at ` 54.38 per $. The forward premium levels are at 7.5%, 

7.3%, 7.0% and 6.5% from the preceding week-end levels of 7.3%, 7.2%, 

7.0% and 6.6% for 1, 3, 6 and 12 month maturities respectively. 

VIEWS 

1. On the international front, the market movements have reaffirmed the 

principle that perceptions matter more than facts – the US dollar weakened 
towards the end of the week, especially vis-à-vis the Japanese yen, despite 

a reasonably healthy economic growth rate of an annualized 2.5% in the 

first quarter of 2013, because market expectations were built around a 
growth rate of 3%. Indeed, as Keynes had famously mentioned almost a 

century ago, it is not the actual data but what the market participants had 

expected the rest of the market to expect that often decides the price 
movement! However, the US dollar has strengthened by 2.5% over the 

past three months against nine developed-nation peers tracked by the 

Bloomberg Correlation Weighted Indexes, the second-best performance. 
The Japanese yen has declined by 5.7%. 

2. Meanwhile, both gold and oil have gained ground since their lows hit in 

mid-April. Compared to the price of $ 1,322 per ounce (its lowest level in 
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26 months), gold is now almost 10% higher, having jumped by 4.2% last 
week. Similarly, crude oil gained 5.7% last week, with the Brent price (to 

which India’s oil basket is linked) rising to $ 103 per barrel. However, the 

Standard & Poor’s GSCI index of 24 raw materials has slumped by as 
much as 1.1% last week, led by industrial metals. 

3. 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. 

4. On the domestic front, we continue to hold the view that the Rs/$ 

exchange rate will broadly trade in a band of Rs 54-55 per $. There have 

been unsubstantiated rumours in the market that the Reserve Bank of India 
(RBI) has been buying dollars, thereby preventing rupee appreciation 

beyond ` 54 per $. If so, this is an eminently sensible policy. RBI does 

need to shore up its foreign exchange reserves. This is not just from the 

macro-economic perspective of improving the adequacy of the forex 
reserves both in terms of the number of months of import cover we have or 

the percentage of the total external debt being covered by the forex 

reserves. It is also necessary to build reserves ahead of the looming general 
election when political uncertainty could make foreign investors move to a 

“wait-and-watch” policy, thereby reducing inflows. Even if the current 

account deficit is reduced, it is likely to remain high and in any case will 
require to be funded. If FII inflows dry up (even if they don’t reverse), 

RBI may need to step in to bridge the gap, else there would be bear 

pressure on the rupee.  

5. We therefore advise corporate treasury managers to hedge dollar payables 

whenever a forward rate is available that is below one’s comfort level (say 

` 54.50 per $). Exporters should sell the bulk of their confirmed exposures. 



April 26, 2013 CRMR 
                                             

 

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

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

               3, Pranamghar, Ground Floor, Ram Mandir Road, Off Malaviya Road, Vile Parle (East), Mumbai – 400 057 

                                                        Tel. Off.: +91 22 26124213            Tel. Fax: +91 22 26124214 

BA-112A, BA – Block, Ground Floor, Near Tilak Nagar Metro Station, Janak Puri , New Delhi - 110058 
Tel. Off: +91 9999 33 6094                                                        

Email id.: info@avrco.com                                                Page  4  

 
 

 



April 26, 2013 CRMR 
                                             

 

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

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

               3, Pranamghar, Ground Floor, Ram Mandir Road, Off Malaviya Road, Vile Parle (East), Mumbai – 400 057 

                                                        Tel. Off.: +91 22 26124213            Tel. Fax: +91 22 26124214 

BA-112A, BA – Block, Ground Floor, Near Tilak Nagar Metro Station, Janak Puri , New Delhi - 110058 
Tel. Off: +91 9999 33 6094                                                        

Email id.: info@avrco.com                                                Page  5  

 
 

  
 

  
 


