
 
 

INDIA ROUND-UP 
 
USDINR: It is risk-on in Asia as Chinese stocks surge ahead. US Dollar is on the back foot against Asian currencies 
and NDF is indicating a downtick at the start. USDINR July futures may open lower, around 74.65 levels. Broader 
trend remains downward but the July futures have strong support near 74.45/50 zone, which if broken, can 
expose 74.00 and even 73.80 levels. Major resistance remains between 74.90/75.10 zone on futures. Sell on rise 
remains the bias.  
 

 
 

GLOBAL ROUND-UP 
 
Euro: All eyes will be on the Euro group meeting on Friday. Euro zone needs to ratify the proposal from European 
Commission on EU recovery fund of 750 billion euros to keep positive momentum in Euro. If the Eurozone 
members defer the ratification to later date, it can be negative for Euro. EURUSD continues to oscillate between 
1.1180 and 1.13 levels. This pair 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 EURINR, incase 
of further appreciation of Rupee against USD, EURINR can fall towards 83.60/70 levels. 
 

 
 
GBP: GBPUSD has stalled around 1.2530. Over the near term, this may oscillate between 1.2400 and 1.2530. 
Incase of a clear break above 1.2530, play for 1.2600. Buying on decline can be done, but maintain stop below 
1.2350. 
 

  
 
JPY: A risk on mood is pulling JPYINR lower. The pair can fall further, towards 69.00 levels on July futures on NSE. 
Upside may remain capped around 70.00 levels. 
 

 
 
 

MACRO VIEW: 
 
RBI’s holding of foreign exchange assets have declined by a little under $4 billion over the past two weeks. FX 
assets are over 90% of the total foreign exchange reserves holdings, rest comprise, gold, RTF and SDR. FX assets 
get impacted by week-on-week change in accumulated capital gains on foreign currency securities and foreign 
currency translation gains or losses on the non-dollar part of the FX assets. It is not officially disclosed, as to what 
portion of the RBI’s FX holdings are in USD and in other currencies but based on various data, it is assumed that 
the holdings of other currencies could be at least a third.  
 
Considering the fact that major currencies were flat to mildly positive against USD and so were the yields in DM 
economies, capital losses or FX translation losses dragging the FX assets by nearly $4 billion appears unlikely. 
Therefore, it seems that RBI may have sold US Dollars over the past week, to the tune of $ 4 billion. There can 
be numerous reasons why the central bank would decide to do the same, after buying up between $17-$20 
billion during April-June quarter (estimated). However, I would like to highlight one probable cause: RBI’s year 
ending on June. 
 

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
USDINR 74.45          74.00          74.90                75.10                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
EURINR 84.00          83.60          84.50                84.90                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
GBPINR 93.00          92.60          93.50                94.00                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
JPYINR 69.00          68.80          69.70                70.00                



Bimal Jalan committee had recommended that RBI needs to ensure enough capital for its effective functioning 
before it considers distribution its net income as dividends to GoI. The two measures on which the committee 
had zeroed in were: realised equity & economic capital. Realised equity can only increase via retained earnings 
or fresh capital being, with latter being unlikely. Whereas, economic capital, though is impacted by 
fluctuations of realised equity, but is mostly moves into tune with the changes in the revaluation reserves, or 
unrealised gains on holdings of domestic debt and foreign currency denominated debt and gold reserves.  
 
During the period between July’2019 and June’2020, RBI’s accounting period, there was a rare confluence of 
a trough and peak in USDINR with the inflexion points being separated by 6.5 rupees and also RBI mopping 
up nearly $70 billion from spot market, at a time of rising USDINR. These two combination have not occurred 
to this extent in the past. Without going into details, how the accounting works out, which will be a part of my 
detailed noted on ECF later on, I would that the presence of two factors have caused revaluation gains to swell. 
Also, do not forget the sharp plunge on yields in India and abroad during this period, which will translate into 
strong capital gains. All in all, the economic capital share of balance sheet can be significantly high, allowing 
significant cushion to RBI to expand its balance sheet via OMOs, rather forex assets in FY21 and even not get 
bothered by appreciation in the Indian Rupee. 
 
The area of problem is going to be realised equity, which may fall below the minimum threshold of 5.5% of 
total assets set by the committee. This means, RBI may have to provide between 60,000-80,000 crore in FY21 
to contingency fund to shore up the realised equity. Therefore, it is not surprising to see RBI sell a part of the 
reserves before June end to lock in the gains. As far as implication for the Rupee, it has some bullish hints, as RBI 
will be a buyer to build its reserves further to match the build-up in external debt but considering the needs of 
the bond market and significant excess liquidity in money market, may not try to protect any level on USDINR. 
A stronger Rupee can be easily absorbed by the high economic capital and it will allow RBI to build its reserves 
without adversely impacting the Rupee value. 
 
 

MAJOR ECONOMIC DATA TO WATCH: 
 

 US ISM services PMI @ 7:30 pm. Important for USD. 
 
 

PRICE ACTION ANALYSIS: 
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