
 
 

INDIA ROUND-UP 

 

USDINR: Risk off is the mood in Asian financial markets today. Last night US stock market closed sharply lower. 

US Dollar is getting a mild boost against the Asian currencies and that can help USDINR to climb further towards 

75.60/70 zone. The pair has been oscillating between 75.10 and 76.10 for some time now and a convincing break 

on either direction is needed to trigger a trend. Till the range is intact, you can continue to scalp. However, once 

the range breaks, one may be able to capture the next 80/100 paise move in that direction.  

 

 

GLOBAL ROUND-UP 

 

EURINR: This pair will remain a hostage to USDINR over the near term, as EURUSD is not showing much 

movement. Technically, if EURINR were to sustain below 30th April low of 81.50, it can fall towards 8.35/50 zone 

on May futures. 

 

GBPINR: The lack of consensus over the plan to exit from lockdown in UK is hurting GBP. GBPINR is vulnerable 

and can fall further from 92.20 to 91.00 levels over the near term. Sell on rise remains the trade. 

 

JPYINR: JPYINR is vulnerable to further weakness. It may test 69.20/40 zone on May futures over the near term. 

Upside may be capped around 70.80 levels. 

 

 

MACRO VIEW: 

 

I will label the package unveiled by FM yesterday as a set of follow up measures. The sequencing has been 

appropriate till now and it is allowing GoI to fine tune the next layer of announcements based on the feedback 

from the ground. The measures has been a mix of financial, fiscal and monetary measures. It started since 

February, with RBI announcing a slew of measures to augment rupee liquidity. It was followed by further easing 

from RBI and the first fiscal package in March, to address the needs of the economically weaker sections of the 

societies by providing them with cash and food. Yesterday, FM’s announcements focused on augmenting 

liquidity for MSMEs, shadow banks, power discoms and various economic stakeholders. Therefore, the stimulus 

plan has moved from addressing liquidity needs of banking sector to survival of EWS towards addressing liquidity 

needs of the rest of the economy.  

 

The economy has suffered a cardiac arrest. The patient is highly obese too. First move will be resuscitate him 

and make him move from hospital to home. Once he has stabilized, then to change his lifestyle from being 

unhealthy to becoming fit. The cardiac arrest is the liquidity crunch and lack of food and money for bare 

necessities for the economically weaker sections of the society. Change of lifestyle will refer to the structural 

reforms. If you try to put the patient in ICU on a change of lifestyle, the patient may not survive to witness the 

change. Therefore, first liquidity measure, then measures to boost demand and finally the measures of reforms 

in land, labour, capital and agriculture. 

 

The 3 lakh crore collateral-free automatic loans will provide significant liquidity relief to MSMEs. One can argue 

that GoI needs to have a condition attached with such disbursals, that units getting the funds needs to retain 

their employees, a pay check protection program. But, even if this rider does not find its place in the final print, 

it can still be considered a much needed move. Banks had turned risk averse and NBFCs had lost means to lend 

to MSMEs in a major way. There is no access to a liquid credit market. In such a time, a lifeline of 3 lakh crore, 

along with additional funding of 20,000 crore as investments in subordinated debt and 50,000 crore equity 

infusion will come as a shot in the arm for the MSME sector, that contributes to nearly 30% of GDP, employs 

over 11 core workers and make up over 40% of exports.  

 

Apart from MSMEs, another sector which has been under significant stress has been the shadow banking. With 

NBFC, MFIs and HFCs making up the sector. I have argued that the batch of TLTROs are a blunt tool in 



persuading banks to use the reserves procured from RBI to buy risky debt instruments of shadow banks. The 

question is always who pays if the things go south. Government has answered that call by announcing a 30,000 

crore fund to invest in investment grade papers of shadow banks and also created another 45,000 core fund 

to invest in lower rated shadow banks. In the latter, GoI will provide 20 percent first loss sovereign guarantee 

to state-run banks. That means, banks can in turn lever up the 45,000 crore to an amount beyond 1 lakh crore. 

However, I expect further measures from RBI to ease the liquidity risk in that space as unlike MSMEs, even after 

the government package, this sector will face issues in procuring liquidity as the private market remains 

extremely risk averse. 

 

Government addressed the liquidity needs of the power discoms by saying that PFC and REC will lend 90,000 

crore to power discoms against their receivable and that borrowing will be guaranteed by GoI. This will allow 

cash strapped discoms to pay their dues to power gencos. Apart from this, GOI unveiled various other measures 

to boost liquidity in the hands of small business, contractors, and individual tax payers. Now focus will be on the 

next package, which could be on demand revival. 

 

 

MAJOR ECONOMIC DATA TO WATCH: 

 
 

• US Unemployment Claims @ 6:00 pm IST. Important for USD. 
 

 

TECHNICAL VIEW: 
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