
 
 

INDIA ROUND-UP 
 

USDINR: If the trade war template of last year is any guide, playing a rehashed version of the same theme, via 

COVID-19 blame game between China and US, will be quite tricky. Recall, how the currencies and to a lesser 

extent stocks, used to pivot between risk on and risk off, based on comments and counter comments. USDCNH, 

which jumped on Friday from 7.09 to nearly 7.16 has come off towards 7.11, and that has helped sentiments 

improve. US stocks closed higher and stock futures are trading in the green, along with uptick in Asian equities. 

Asian currencies are doing well. NDF is showing marginal strength in Rupee. As a result, USDINR May futures on 

NSE may open lower, around 75.75/80 levels. USDINR will continue to be an interplay of COVID theme, which is 

still improving and the new born spat between China & US. Technically, USDINR is still caught up in the 

downward corrective phase. Bare minimum, a close above 76.15 is needed on futures to signal that the 

correction is over and the uptrend has resumed. As long as that is not occurring, I expect the pair to shuttle 

between 75.00 and 76.15 levels on May futures.   
 

 

GLOBAL ROUND-UP 
 

EURINR: Euro traders will pay close attention to the German constitutional court’s ruling on the asset purchase 

program of ECB. Any adverse ruling can send Euro lower. However, a favourable ruling can give a marginal lift 

to the single currency. Apart from the GCC ruling the broad risk theme in markets. Interestingly, since mid-

March, Euro has stopped behaving like a carry currency, which moves inversely to global equity markets, but 

more as a risk currency. As a result, EuroUSD has tend to appreciate when S&P 500 index has done well and vice 

a versa. This changed correlation may have been due to dollar taking the baton from Euro as the carry funding 

currency. Technically, EURINR is going face stiff resistance between 83.30/15 zone on May futures. Short 

sellers can sell on rise, with stop above that zone.  
 

GBPINR:  GBP awaits the UK central bank policy this week. With no major Brexit development in sight, the pair 

may continue to depend on risk on and risk off theme to move up and down. GBPINR may trade within a wide 

range of 95.50 and 93.50 for the time being. A sustained move out of this range may occur post BoE meeting 

on Thursday.  
 

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: 
 

The trade deal between China and US was tenuous right from the start. However, many of us had hoped it would 

stick as both would pretend to abide by it till the US election passes in November. But now that truce is becoming 

increasingly unsettling. US President, along with his team is upping the ante on China. They have alleged that 

the Chinese government was either incompetent or complicit in the spread of COVID-19. US secretary of state 

Pompeo took it a step further on Sunday and said that there is “enormous evidence” it came from a lab in 

Wuhan. All these remarks would not go down well with China. However, China has kept quiet as it is waiting for 

the storm to blow. However, it is not just US, other nations in Europe and Asia are also pointing their fingers at 

China. The question then remains, will US, use this opportunity to enact measures which incentivise global 

supply chains to avoid china as much as possible. It is not going to be overnight affair but if policies are tweaked 

in the right manner, it can happen over a period of time. Also, US may gain the support of several nations around 

the globe, as they will stand to benefit from the relocation. In that regard, US may have to use the tariff weapon 

once again. US President has made assertions that US may walk out of the phase one of the trade deal, if the 

need arise. But, such moves will come at the cost of immense volatility in global financial markets.  

 

The question is this, is it more lucrative for the US President to keep the blame game under leash till elections 

to allow the US equity markets inch towards its life highs or is it more politically gainful to take on China head-



on, at the risk of immense turmoil in financial markets, to prove to Americans, that he is best suited to lead them 

for another four years? We have to wait and see. The decision here may very well decide the shape of volatility 

in the months to come. 

 

MAJOR ECONOMIC DATA TO WATCH: 
 

• German Constitutional Court Ruling. Important for Euro. 

• US ISM Non-Manufacturing PMI @ 7:30 pm IST. Important for USD. 

 

 

 

TECHNICAL VIEW: 
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