
 
 

INDIA ROUND-UP 

 

USDINR: The mild risk-off across Asian equity markets is not affecting USDINR in the NDF market. 

USDINR is showing an indicative open around 75.25 levels for July futures on NSE. Chinese economic 

data has been better than expected, with Q2 GDP rising 11.5% q/q v/s 9.6% expected. Industrial 

output grew in line with estimates but retail sales contracted. Weak retail sales is not surprising as I 

have argued that a major weakness of the Chinese economy is appallingly low share of household 

consumption to GDP. COVID can make it make it worse. Coming back to USIDNR.  A strong zone of 

support exists near 75 handle on July futures. As long as the support holds, one can play a range of 

75.00 to 75.40/45 levels. Nevertheless, if the pair breaks below 75.00 and sustains, then it is worth 

selling for 74.60 levels.  

 

 

 

GLOBAL ROUND-UP 

 

EURINR: Though ECB meeting will be an event to watch tonight but I don’t expect any fresh moves 

from the central bank. For Euro, focus remains on the EU summit on Friday. EURUSD may see some 

profit taking after a sharp rise. However, downside remains limited to 1.1350 levels. Resistance is 

expected near 1.1470 levels.  

 

 
 

GBP: GBPUSD has bounced from under the 1.25 handle. The pair has strong support closer to 1.25, 

which may continue to hold. Therefore, buying on decline can be done for GBPUSD as well as for 

GBPINR.  

 

  
 

JPY: JPYINR remains locked within a narrow range of 69.90/70.00 and 70.60/70 levels. Buy near the 

lower end with stop below 69.70 levels. 

 

 

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

USDINR 75.20          75.00          75.50                75.70                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

EURINR 85.70          85.40          86.10                86.40                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

GBPINR 94.50          94.20          95.10                95.40                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

JPYINR 70.20          69.90          70.70                71.20                



MACRO VIEW: 

 

 
 

source: NSE  

 

On 26th June, in my note I explained how inspite of RBI mopping up nearly $30 billion from the spot 

market, USDINR failed to appreciate. I explained how an unprecedented collapse in spending, 

household consumption and private investment, has created large domestic surplus. In other words, 

current account, which is the excess spending or difference between domestic savings plus inflow 

foreign savings and less domestic investment, has turned into surplus. However, at the same time, 

financial inflows which had turned negative in March and April, flipped to sizable inflow from May 

onwards. The effect of a domestic surplus plus large financial sector inflows would have meant that 

Rupee to appreciate significantly. Rupee would have been the adjustment lever. A stronger Rupee 

would have made Indian assets more expensive, deterring financial flows and would have boosted 

domestic consumption, thereby eating away at the current account surplus and the Balance of 

Payment identity would have functioned:  

 

Current account balance + Financial account balance + RBI intervention in spot $ = NIL 

 

Yesterday, the June merchandise trade data underscored the above point. In June, trade balance 

flipped into surplus. It is widely expected that April-June quarter to show a decent surplus. At the same 

time, some are expected FY21 to show a surplus in current account as well. This is no surprise. At a 

time, when COVID has caused spending to collapse around the world and in a big way in India, the 

countries, which are net spenders or with current account deficit, would show a trend towards surplus. 

At a global level it means, that aggregate demand around the globe has shrunk and that too is well 

known, considering most forecasts are calling for a contraction in the global economy in 2020.  

 

Going forward, the longer the domestic slump continues due to lockdown and soft dollar regime 

persists globally, RBI may have to step in aggressively to mop up the financial flows or else, Rupee 

can appreciate against USD. However, as I have argued before, that in FY21, RBI faces the constraint 

in form of capital adequacy norm, which may limit their ability to intervene in the spot market of 

USDINR. They may choose to use the forward markets more. 

 

 

MAJOR ECONOMIC DATA TO WATCH: 

 

• UK jobless claims report @ 11:30 am IST. Important for GBP. 

• ECB press conference @6:00 pm IST. Important for Euro. 

 

 

 



PRICE ACTION ANALYSIS: 
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