
 
 

INDIA ROUND-UP 
 
USDINR: Macro data from India was underwhelming to say the least but that to say economic data will The 
economic data from India was better than expected with GST collections improving significantly in June to 90,000 
crore. However, on a quarter over quarter comparison, the collections are down by nearly 40%. The positive 
sign is that trend is improving, as the economy re-opens gradually. Manufacturing PMI rebounded in June to 47 
from 30. India's manufacturing sector moved towards stabilisation in June, with both output and new orders 
contracting at much softer rates than seen in April and May, but overall picture remained weak. Mood in global 
markets today indicates risk on and USD is also trading weaker against major currencies. NDF is pointing towards 
a lower open, possibly between 75.60/65 levels on July futures. Bias remains of selling on rise with stop above 
76 on a closing basis. 
 

 
 

GLOBAL ROUND-UP 
 
Euro: EURUSD is forming an interim base above 1.1150 levels and as long as the pair continues to respect that 
zone, buying on decline remains the trade. Target remains 1.1350/1.14 zone. For EuroINR too, due to 
rangebound nature of USDINR and limited downside on EURUSD, EURINR too may remain supported above 
84.20/40 zone on July futures. 
 

 
 
GBP: GBPUSD continued to rise and is now shy of 1.25 handle. Cable can inch higher towards 1.2560/1.26 zone. 
GBPINR can continue to move higher, towards 95 levels. 
 

  
 
JPY: A risk on mood is pulling JPYINR lower. The pair can fall further, towards 69.70/90 levels on July futures on 
NSE. Upside may remain capped around 70.60 levels. 
 

 

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
USDINR 75.60          75.45          75.85                76.00                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
EURINR 85.00          84.70          85.60                86.00                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
GBPINR 94.00          93.50          94.60                95.00                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
JPYINR 69.90          69.60          70.60                71.00                



MACRO VIEW: 
 

 
 
Source: RBI & Kotak Securities 
 
“The Committee noted that given the expanding net negative International Investment Position of India, the 
magnitude of foreign exchange reserves provides confidence in international financial markets. At present, the 
foreign exchange reserves significantly lower than the country’s total external liabilities and even lower than 
total external debt. This position is in contrast to that in 2008 when India’s foreign exchange reserves, at $310 
billion, exceeded the then total external debt of about US$224 billion and provided a much larger coverage of 
total external liabilities that amounted to about $426 billion. This needs to be taken into account in assessing 
the external risk being faced by the country and the possibility that the RBI may be required to increase the size 
of its forex reserves “ 
 
~~~ Bimal Jalan committee on economic capital framework of RBI. 
 
The above paragraph is taken from the Bimal Jalan committee report. It provides a framework to RBI about how 
much of US Dollar reserves it should look to acquire over the medium to long term. As of March 31st 2020, India’s 
external debt stood at close to $560 billion and gross external liabilities stood a little over $1 trillion, which 
includes the external debt. Between FY12 and FY14, currency crises and sharp increase in foreign currency debt 
worsened the ratio between foreign exchange reserves and external debt. Since then, there has been a steady 
improvement and the ratio may be close to 90% by the end of June. If RBI were to target at least a 100% cover 
for the external debt, then another $60 billion of purchases can occur in the spot market. How soon it will be 
possible will obviously depend on the US Dollar liquidity. If USD liquidity remains easy, ensuring sizable financial 
flows into India, then RBI can be able to mop up the requisite amount over the next 18 months. On the other 
hand, if dollar liquidity tightens and RBI is forced to sell dollars from its reserves, then it will take longer.  
 
The relevant point for the foreign exchange traders is that RBI will remain a major buyer of Dollars over the 
next 12-18 months. But having said that, as I mentioned yesterday, a constraint on that behaviour not only 
imposed by the US liquidity, which I discussed above, but also Rupee liquidity. With close to 7 lakh crore of 
excess Rupee liquidity sloshing in the banking system, RBI will have to see how much further liquidity it wants 
to add. At the same time, there is growing need for RBI to flatten the sovereign yield curve significantly and that 
may require RBI to conduct sizable OMOs, which will end up augmenting the excess reserves. 
 
RBI may be hoping that eventually all the excess reserves which is sloshing at the very short end of the bond 
market, moves into rest of the yield curve, thereby causing the yield curve to flatten. If that turns out to be 
true, then RBI can continue to focus on reserve accumulation, till the time USD liquidity remains easy, and focus 



on operation twist to flatten the curve. Once the USD liquidity tightens, then RBI can pivot from forex to bonds. 
This means, volatility may remain compressed in USDINR, as long as the mood remains risk on, as speculators 
and financial flows would cap the upside and RBI will protect the downside. Once, the risk-on becomes risk-off, 
then the price range of USDINR can shift higher. Therefore, a broad range of 75.00 and 76.50/77.00 can remain 
in play for the time being. However, this range shift downward, if RBI decides to switch from FX to bonds sooner. 
 
 

MAJOR ECONOMIC DATA TO WATCH: 
 

 US NFP jobs data @ 6:00 pm. Important for USD 
 
 

PRICE ACTION ANALYSIS: 
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