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NEWS 

1. On the international foreign exchange markets, the US dollar strengthened across the board 

against its major international trading partners this week, with the exception of Swiss franc, 

against which it weakened by 0.3%. It gained the most (2.2% each) against the Australian $ 

and the Japanese Yen, by 1.4% against the Canadian $, 1.3% against the Pound, 0.8% 

against the Singapore $ and by 0.2% each against the Euro and the Danish Krona.  

2. The Labor Department announced that initial jobless claims in the US increased by 7,000 to 

a seasonally adjusted 282,000 in the week ended May 23. The four-week moving average of 

claims which evens out the weekly volatility came in at 271,500. Last week was the 12th 

straight week with fewer than 300,000 initial claims filed. The number of people filing 

continuing claims for unemployment benefits increased by 11,000 to 2.2 million. According 

to the second estimate released by the Bureau of Economic Analysis, GDP growth rate for 

the first quarter of 2015 stood at -0.7%, a sharp downward correction from the 0.2% growth 

earlier reported. However, it was marginally better than market expectations of a revised 

number of -0.8%. 

3. Preliminary data showed that Britain’s GDP expanded by just 0.3% in the first quarter of 

2015. The estimates came as a surprise to most economists who until now have maintained 

an upbeat outlook for Europe’s second largest economy, which grew by 2.8% last year. 

Disaggregated data showed that though industrial production and the construction sector 

improved, it was the anemic performance of the services sector (making up over 2/3 of 

national income) that proved the biggest drag on economic growth.  

4. Japan’s exports rose in April from an year earlier, particularly led by US-bound shipments 

of cars. However, the slowdown in external demand emanating from China and more 

recently even America is a worrying sign. This is reflected in the first quarter GDP data, 

which showed that export growth slowed to 2.4% from 3.2% in the last quarter of 2014. The 

trade balance (deficit of $440 million) slipped into negative in April, after showing a surplus 

in nearly three years in March. The value of exports grew 8% on the year, down from 8.5% 

seen in March, while imports fell by 4.2% primarily due to a plunge in global oil prices. 

5. On the domestic interbank market, the rupee-dollar exchange rate traded in the range of Rs 

63.54-64.16 per $ and the rupee ended the week with a loss of 28 paise to close at Rs 63.51 

per $. The forward premia levels across maturities of 1-month, 3-month, 6-month and 12-

month stood at 7.62%, 7.32%, 7.13% and 6.89% p.a. as against 7.82%, 7.56%, 7.44% and 

6.73% respectively in the previous week. RBI’s foreign exchange reserves as on the week 

ended May 22, 2015 stood at $351 billion (dropping by a $2.3 billion during over the 

previous week). The Indian economy reportedly grew by 7.3% for the year ended 31st 

March and the third quarter growth rate was revised downwards from an earlier estimated 

7.5% to 6.6%. The manufacturing and services sectors grew by 7.1% and 11.5% 

respectively, while agricultural growth languished at 0.2%.  



 

May 29, 2015 CRMR 
 

 

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                                        
 

VIEWS 

1. After falling beyond the Rs 64 per $ level, the rupee staged a smart recovery by the end of 

the trading week. Much of the weakness in the domestic currency had come about as a result 

of dollar’s strength in the international markets, rather than due to any domestic factors. We 

have witnessed over the past couple of quarters that a strength in the greenback against its 

major trading partners, has had an impact on the rupee (albeit in a minor way) and this is a 

reality corporate treasuries will have to live with. Recent GDP growth numbers place India 

as the fastest growing large economy in the world, outpacing China, although one could be 

forgiven for taking the data with a pinch of salt. Indeed, arriving at an accurate prognosis for 

the economy has become rather difficult with almost paradoxical macro-economic 

indicators. Needless to say, demands for an interest rate cut seem to be coming from all 

quarters of the government and industry bodies. While business sentiment seems to be more 

circumspect than gung-ho, the sharp rise (46%) in indirect tax collections for April gives 

more encouraging signs. Notwithstanding the substantial jump in duties the government has 

realized on petrol and diesel, much of this two-fold gain was also driven by central excise 

collections on non-fuel items, which serve as an early indicator of economic activity.  

2. Financial markets are growing increasingly circumspect about the frenzy in several of Asia’s 

major stock markets, particularly those in Japan and China. While the Nikkei has been on a 

lengthy bull run, the fact that margin financing in China’s bourses has increased five-fold to 

over $300 billion in the last two years points to the amount of leverage that is backing the 

rally. However, Japan and China are not the only instances where equities as an asset class 

have defied fundamentals. A pattern can be seen to the effect that major stock indices around 

the world are tending to flow and ebb on cues from central bank announcements rather than 

corporate earnings.  

3. With bond yields posing a practical challenge to the theoretical limit of zero at the lower 

end, a large quantum of funds has moved into equities during the past couple of years. This 

trend is slowly beginning to change with bond yields in the developed markets showing 

signs of rising again (with or without any hint of inflation). Europe is a case in point where 

uncertainty around Greece’s fate is lending an upward pressure on bond yields of smaller 

economies like Portugal and Ireland.  

4. It is perhaps the impact of a probable reversal in capital flows, which the RBI is wary of, and 

hence would continue to play a role (in addition to inflation and monsoon) in its future 

decisions to cut interest rates. In the likelihood that the RBI decides to cut benchmark rates 

by 25-50 basis points on June 2, the impact, however minor, could be felt on forward premia 

levels. Exporters should use the current spot and forward levels to sell their receivables 

forward, while importers should continue to use only OTMF call options for hedging their 

payables. We are amending our range for the Yen, while keeping those for the other 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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