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MACRO 
THEME

✓ RBI has been buying $ in the forward market to prevent INR appreciation and to not add to the surplus rupee liquidity.

✓ We estimate that the outstanding net long position may have ballooned to $52 billion by end of Feb, a record.

✓ We suspect that carry traders (offshore & onshore) may have been the largest sellers of $/INR forwards to RBI.

✓ A massive short position from carry traders made Rupee vulnerable to sudden shifts in global risk sentiments.

✓ A glimpse of a short covering stampede was visible last Friday.

✓ For the carry traders to not panic further, G4 yields, especially US has to subside and best if Fed intervenes in rates market.



✓ As US yields cooled-off, Asian equity markets are seeing strong buying. USD is trading marginally weaker.

✓ A massive overhang of speculative positioning triggered a short covering spree last Friday in USDINR. As a result,
USDINR March futures on NSE clocked the biggest one-day gain since taper tantrum of 2013, nearly 2.2%.

✓ Trade bias:
▪ USDINR spot needs to trade & sustain above 73.60 before it can be said that a bullish reversal has

occurred.
▪ If prices fail to sustain above 73.60, one can enter short for a target of 72.80.
▪ But above 73.60, go long for 74.50/60 levels on spot.

✓ Levels to watch:

USD/INR

Futures S1 S2 CMP R1 R2

USDINR 73.50 73.75 74.19 74.25 74.65



✓ Greek central bank governor Yannis Stournaras has called on ECB to increase purchases of debt as yield rose due to
bond market turmoil.

✓ EuroUSD is back near support zone but EURINR is higher thanks to a massive run up in USDINR.

✓ Trade bias:
▪ We continue to be bullish on EURUSD. EURINR will draw strength from USDINR futures.
▪ As long as risk aversion continues in global equity markets, EURINR can move higher and hence on can

buy the decline.

✓ Levels to watch:

EUR/USD

& 

EUR/INR

Futures S1 S2 CMP R1 R2

EURINR 88.85 89.20 89.81 89.60 89.85



✓ GBP has little economic data from UK to get direction from. Therefore, it will trend in USD and equity markets which
will dictate its trend. A weak USD and strong equity is positive and hence vice a versa.

✓ Trade bias:
• GBPUSD uptrend remains intact. GBPINR too remains in an accelerated bullish trend.
• If the corrective pullback in GBPUSD brings down prices towards 1.3750, GBPINR may see more

consolidation.
• Buy on decline remains the trade in GBPINR with stop below 102.50 levels. Target remains 104.00.

✓ Levels to watch:

GBP/USD 

& 

GBP/INR

Futures S1 S2 CMP R1 R2

GBPINR 102.00 102.35 102.85 102.80 103.10



✓ USDJPY or JPYINR is a tricky pair to trade as it can be impacted by several factors:
(i) US bond yields rise is negative for JPY
(ii) global stock market rise is negative and fall is generally +ve for JPY
(iii) USD strength and weakness can decide the direction of JPY

✓ Trade bias:
▪ As long as the risk aversion lasts, JPYINR can rise and hence can be bought.
▪ However, once risk aversion passes, JPYINR can see fresh downside.

✓ Levels to watch:

USD/JPY

& 

JPY/INR

Futures S1 S2 CMP R1 R2

JPYINR 68.90 69.20 69.35 69.60 69.85



FPI 
FLOWS

✓ The three macro factors that drive the value of USDINR: (i) Carry trade done by speculators by selling USDINR
forwards/futures and rolling it (ii) capital flows including FPI flows (iii) RBI intervention.

✓ Alongwith macro and technical factors, Intermarket has significant impact on USDINR. Keep an eye on (i) US Dollar Index
(ii) Global equity indices (iii) Oil prices (iii) Asian currencies against US Dollar

✓ FPI flows were negative in debt in Feb. Long term debt is facing a cocktail of massive fiscal borrowing from center & state,
sticky inflation and rising US yields make it unattractive. At the same time, with 1 yr USDINR forwards near 5.3%,
demand may shift from debt to receiving fwds via carry trade.

MONTH EQUITY DEBT

Apr-20 (904) (1,057)

May-20 1,929 (2,902)

Jun-20 2,890 552

Jul-20 1,018 (568)

Aug-20 6,294 368

Sep-20 (1,052) 896

Oct-20 2,661 314

Nov-20 8,132 326

Dec-20 8,420 1,227

Jan-21 2,658 (660)

Feb-21 3,539 (246)

FY21 35,585 (1,750)

 ( $ Million)
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