
 
 

 
INDIA ROUND-UP 

 

USDINR: The way Chinese Yuan has weakened since Friday is going to jolt Rupee at the open. US President is 

upped the ante against China. This time, he accused China of hiding the true extent of the pandemic and also 

hinted at walking away from the trade deal, if China does not act on it. There were also media reports that US 

President may prevent a pension fund of US government employees from investing in the Chinese stocks. A 

cocktail of anti-China rhetoric is weighing on Asian stocks today, as many of them are down between 2% to 4%. 

USDINR NDF is quoting at 76.15 for May futures, which is 90 paise higher than where it closed on Thursday. It 

will be not an easy trade for the day, as after a big gap higher, there is a tendency of the prices to retrace. 

Therefore, I would advise to watch the market carefully. If prices show tendency to rise after the morning 

consolidation, then look to buy. Technically, USDINR spot needs a close above 76.00 to signal that the 

downtrend may be over and uptrend has resumed.   
 

 

GLOBAL ROUND-UP 
 

EURINR: The pair has opened with a huge gap up, above 83.00 handle. EURINR has a major event to negotiate 

tomorrow, by way of German Constitutional Court will make another ruling on the ECB’s bond purchases. This 

event can create significant volatility and hence watch out. Technically, EURINR needs to sustain above 83.00 

to indicate that the downtrend has concluded. 
 

GBPINR:  I have been warning about the complacency in GBP pairs, which were simply dancing to the risk on 

and risk off trends in global equities. However, there are major risks to consider for starter, UK is among the last 

European countries to even think about exiting the lockdown that's crippled the economy since late March, it 

has a central bank that's widely expected to announce additional quantitative easing within a matter of weeks 

if-not days and the currency has to contend with a lack of progress in the Brexit negotiations with only eight 

weeks to go before the deadline to request an extension of the transition period. All these may become a major 

headwind if the global equities slip due to US-China spat. However, weakness in GBPUSD is being partly 

compensated by strength in USDINR. As a result, GBPINR may trade within a wide range of 96.00 and 93.50 

for the time being. Having said that, in case of a breakdown below 92.80 in May futures, the pair can make a 

run for 91.00/91.50 zone.  
 

JPYINR: JPYINR is unable to move out the range of 70.40 and 71.70 on May futures. A rebound in USDINR and 

flat USDJPY is keeping the pair locked. Bias remains upward and hence, buy on decline is advised with stop 

below 70.40 on a daily closing basis.   
 

 

MACRO VIEW: 
 

It has been a while since Euro faced a policy risk. ECB has been able to rescue the single currency block from 

trouble inspite constant political bickering, via asset purchases. However, it is that asset purchase which faces a 

risk, come tomorrow. The German Constitutional Court will announce its ruling on the ECB’s bond purchases 

tomorrow. In 2017, the German Constitutional Court said it was doubtful whether the ECB’s Public-Sector 

Purchase Program (PSPP) was compatible with the prohibition of monetary financing, but it reserved judgment 

on the matter and referred the case to the European Court of Justice. Late in 2018, the ECJ found the ECB’s PSPP 

legal as long as sufficient safeguards were in place. Now the German court has to interpret the ECJ ruling in the 

context of German domestic law.  

 

There are a couple of questions and risks that the Euro faces: 

 

1. If GCC issues an adverse judgment will it prohibit German central bank, the Bundesbank from 

participating in the asset purchase program of ECB?  

 



2. Would the German court also consider the newly unveiled program to buy further government debt 

under Pandemic Emergency Purchase Program while giving its ruling? PEPP is much more broad based 

and does away with much of safeguards under PSPP which ECJ alluded to. 

 

The outcome may be asymmetric for Euro as a favourable verdict may not elicit a huge positive response as 

traders would then focus on other drivers to trade the Euro. However, a negative verdict can cause big sell-off 

in bond prices of periphery nations and as a result Euro can fall sharply. Therefore, keep an eye on this event 

tomorrow. 

 

 

MAJOR ECONOMIC DATA TO WATCH: 
 

• India manufacturing PMI @ 10:30 am IST. Important for INR. 
 

 

 

TECHNICAL VIEW: 
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