
 
 

INDIA ROUND-UP 

 

USDINR: The political stand-off between US and China is becoming heated. US is in the process of disallowing 

state pension funds from buying Chinese shares, which has made China furious. At the same time, US President 

has used harsh words after China refused access to US investigators in the Wuhan biological research laboratory, 

which several US and global policymakers accuse to be the source of the deadly COVID-19 pathogen. As of now 

markets have not paid much attention, may be the talk of another round of fiscal stimulus from US is doing the 

trick, but if things escalate further, by way of tariffs on Chinese produce or action on capital flows, financial 

markets will have to take notice. Asian currencies are seeing weakness against USD, probably due to weakness 

in USDCNH. USDINR May futures may ignore than weakness in Asia and open lower, around 75.45 levels. The 

pair is stuck within a range of 75.10 and 76.10. Within the range, it is better to scalp. Once a convincing breaks 

occurs, follow the trend 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. EURINR is trying to hold the support around 81.40/50. If that holds, we can see a rebound towards 

82.00 levels. Nevertheless, below 81.40, it is likely to test 81.00 handle.  

 

 
 

 

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: 

 

When purse size is limited, spending has to be calibrated and well-targeted. Generally, politicians love to 

“spray and pray”, and hope something works. This government has not yet compromised on fiscal prudence 

and through that financial stability, even in tough times. Monetary stimulus, which causes the central bank’s 

balance sheet to expand, began from February, and was all about flushing the banking system with enough 

reserves at low cost, so that it continues to positively impact the term structure of rates and also credit spreads. 

In a way it looked to ease the financial conditions.  

 

Monetary policy was followed by the rounds of mix of financial policy and fiscal policy. Unlike, fiscal policy, in 

the financial policy, the liabilities of the government are more contingent in nature and hence it does not impact 

fiscal deficit immediately. These are the numerous credit guarantee schemes announced by the government for 

power discoms, MSMEs, shadow banks, farmers and street vendors. Financial policy’s primary objective remains 

SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

EURINR 81.50          81.00          82.10                82.50                

SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

GBPINR 92.10          91.50          92.80                93.20                

SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

JPYINR 70.40          70.00          70.80                71.00                



to improve the cash flow. It can be seen as an extension of the monetary policy. RBI’s monetary policy had a 

limited reach in ensuring the ease in financial conditions percolate down to important sectors of the economy. 

Financial policy, via warehousing of credit risk and targeted lending, looks to extend that ease of financial 

conditions to users of capital. 

 

Out of the 20 lakh crore that PM referred to in his last speech, it seems around 2 lakh crore of additional stimulus 

is yet to be announced. This may take the form of fiscal push. Under fiscal policy, expenditure of government 

expands and or revenues are forgone and that can increase fiscal deficit. When a fiscal stimulus expands fiscal 

deficit it adds to the aggregate demand in the economy. Will 2 lakh crore be enough to spur demand, even if 

that is a pure fiscal push? Yes it will spur demand but it may not be enough to plug the giant hole created by 

private sector being out the process of economic activity. This means, there can be sustained demand deflation 

in the economy, which can keep inflation low but also increase solvency risk of highly indebted borrowers. It 

can also have big knock on effect on hard asset prices like real estate. Anecdotally, real estate causes bigger 

“wealth effect” than stock market, as latter’s share of household savings is no match to former. 

 

 

MAJOR ECONOMIC DATA TO WATCH: 

 
 

• German GDP @ 11:30 am IST. Important for Euro. 

• US retail sales @ 6:00 pm IST. Important for USD. 

 

 

TECHNICAL VIEW: 
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