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USD/INR


Global rating agency Moody's said that India's economic recovery reduces the risk of a sharp
deterioration in public sector banks' mildly improving asset quality. Since the overshoot of gross
fiscal deficit number, investors have been carefully listening to what rating agencies have to say. It
seems rating agencies may offer a long rope to India, in the hope over next 2/3 years, high growth can
improve not just fiscal situation but also debt dynamics.



High forward yield is incentivizing offshore speculators to sell USDINR in both NDF as well as in the
domestic market. Hence, USDINR is unable to move higher. However, at the same time, RBI has
become the biggest buyer of $. High forward premium is also discouraging importers from hedging.
The result is a stalemate. Volatility has collapsed. Once the deadlock breaks and USDINR drifts lower,
there can be sharp move towards 72.00 levels.



LEVELS TO WATCH: Support @ 72.70 & 72.50 on Feb fut. Resistance @ 73.20 & 73.50.

EUR/USD

&
EUR/INR



US economy is showing all signs of rebounding quite strongly, once the lockdowns and disruptions
fade. As a case in point, US house prices. Prices rose at the fastest pace on record in Dec quarter.
Low mortgage rates and pent up demand is fuelling the rise. A strong housing market is necessary
condition for strong US economy.



Mario Draghi has gathered enough support from Italian lawmakers and is now highly likely to lead
that country’s next government. Market will watch his cabinet, which is expected to be full of
technocrats.



TRADE BIAS: EURINR is a buy on decline with stop below 87.50 for 89.50.



LEVELS TO WATCH: Support @ 88.20 & 87.90 on Feb fut. Resistance @ 88.60 & 88.95.

GBP/USD

&
GBP/INR


Yesterday, BoE chief struck a hardline when he called EU’s demands for UK banks to comply with EU
regulations as unacceptable. Under the financial equivalence rule, EU had demanded that UK alter its
own financial regulation, every time EU does, so that the conformity is maintained.



The financial equivalence aspect has been a thorny issue since Brexit and remains so. I expect the
negotiations to heat up as both sides wont give in easily. This may become a problem area for GBP.
Stay tuned.



TRADE BIAS: GBPINR has strong support b/w 100/100.30 zone. Resistance is 101.00 levels on Feb.



LEVELS TO WATCH: Support @ 100.30 & 100.00 on Feb fut. Resistance @ 101.00 & 101.20.

USD/JPY

&
JPY/INR



A broad based weakness in the US Dollar has impacted USDJPY. The pair has pulled back. A re-test of
104.20 region may occur, where fresh long positions can be considered.



TRADE BIAS: JPYINR has been oscillating between 68.80 and 72.00 for the past 10 months. With prices
near the lower end of the range, fresh shorts are not advisable. Longs can be done near 69.00 with stop
below 68.70.



LEVELS TO WATCH: Support @ 69.00 & 68.80 on Feb fut. Resistance @ 69.55 & 69.80.
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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



Debt investments are lackluster. A combination of rising US yields, fear of inflation, massive GoI
borrowing is keeping FPIs away.

TACTICAL
BETS

FX PAIR

POSITIONAL VIEW (1 to 2 MONTH)

USD/INR

Primary trend remains DOWN. RBI has single handedly kept the USD breathing above 73.00 on
Feb futures, but for how long. Higher carry and expected surge in USD liquidity can weigh down
even more on the pair. Therefore, sell on rise for a target of 72.00 on first month futures.

EUR/INR

As long as EURUSD maintains the uptrend by holding above 1.20 levels and moving towards
1.2350, EURINR will remain a buy on decline with SL below 87.50 for a target of 89.50.

GBP/INR

GBPUSD and GBPINR can continue to move higher as global asset managers rebalances their
holdings of UK assets from underweight to par. GBPINR is a buy on decline with SL below 99.50
for a target of 102.00/102.50

JPY/INR

JPYINR has achieved our target of 69.00/69.20. At these levels, fresh shorts are not advised. One
can buy near 69.00 with stop below 68.70 on a daily closing basis. Target for a return to
70.00/70.20 levels

*** For intra-day and short term calls kindly refer to our trading calls issues via email ***
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