
 
 

 

INDIA ROUND-UP 
 

USDINR: RBI takes the podium in an hours’ time. Also US stock futures, along with Asian equity markets are all 

moving higher as we write after a report said a Gilead Sciences drug was showing effectiveness in treating the 

coronavirus. Rupee cannot ignore the cocktail of positive news flow and as a result, USDINR April futures on 

DGCX is quoting an open around 76.75 levels, almost 30 paise lower from where onshore April futures closed 

yesterday. It is obvious market will react to every word of the governor, where is expected to announce further 

monetary support to shadow banking sector. As far as price action in April futures on NSE goes, an overlapping 

price structure has formed, which not only indicates loss of upward momentum but also at best a pause in the 

trend but at worst a distribution top. Which one is it? I would stick with consolidation and hence buying 

opportunity as long as USDINR April futures does not close below 15th April low of 76.00. Nevertheless, in case 

it does close below 76.00, exit long positions as USDINR can then fall towards 75.00 and then 74.70 levels.  

 

 

GLOBAL ROUND-UP 
 

EURINR: As EURINR failed to cross 30th March high of 83.80, it now runs the risk of pulling back towards 83.30 

levels. Buy the dip, as the pair has support around 83.20 and 82.80 levels. Maintain stop loss below 82.00. 

 

GBPINR: Uptrend remains intact. Resistance is around 96.35 levels. Wait for a decline towards 94.50/95.00 to 

enter fresh longs for a target of 98.00/98.50 levels.  Maintain stop loss below 93.20. 

 

JPYINR: Trend remains upward. Immediate resistance is around 71.50, followed by 72.20 levels.  This pair 

remains sensitive to risk appetite in markets. When there is global equity sell off, JPYINR tends to rise and vice a 

versa, due to it being used in carry trades. Buy the dip, as the pair has support around 70.65 and 70.30 levels. 

Maintain stop loss below 69.40. 

 

 

MACRO VIEW: 
 

Three layers of risk are playing out around the globe. First one is health risk. On top of that we have two more 

layers of risk: economic dislocation and financial dislocation. As far as the health risk goes, many possibilities are 

being outlined about the virus. All hands are on deck to find curative medicines and vaccines from preventing 

the healthy from falling sick. Though there are lot of positive developments as far as finding an effective drug to 

cure the infected goes, but as far as vaccine goes, it may be still a year out and that too will be a record. 

Therefore, till virus becomes far less virulent and human beings develop a herd immunity, social distancing 

norms may remain a feature. Lockdowns may not be needed on a mass scale but targeted lockdowns and rolling 

feature, along with social distancing norms would ensure that economic activity remains impaired for a decent 

period of time. 

  

In order to tackle the other layers of risk: economic pain and financial market duress, policymakers are leaving 

no stones unturned. Governments world over have announced various fiscal measures measuring between 1% 

of GDP to 11% of GDP. Central banks are continuously intervening to ensure, banking system is flush with bank 

reserves at negative real rates, term premium on sovereign issuance is low, credit risk premium on non-

sovereign debt is capped and finally market is well supplied on dollar. These will definitely minimise the pain of 

the economic dislocation and financial dislocation but how long and what extent it will be needed will depend 

on the first factor: health risk or path the infection takes. 

  

RBI takes the podium today. There are certain pressing needs: 

 



• First the MF industry is wanting a financing window from RBI, like the one they had announced during 

GFC in 2008. This will allow debt schemes of mutual fund industry to obtain liquidity without having to 

lever up the balance sheet, as they are doing now. 

 

• Then the need of the shadow banks: NBFC, MFI and HFC. There are reports that banks are unwilling to 

extend the moratorium on the dues the shadow banking sector has to Indian banks. These shadow 

banks are also facing redemption pressure from their depositors and they also have to pay their non-

bank lenders, at a time when their customers are falling behind their payment due to lockdowns. As a 

result, RBI needs to extend the moratorium to NBFC, MFI and HFCs as well. Also look at offering a repo 

window for them to get liquidity. During times of financial stress, if a liquidity issue is not nipped in the 

bud it can morph into a solvency crisis. 

 

• Apart from these, RBI can again look at lowering rates further, as inflation will sharply in the coming 

months due to economic dislocation and forecast for normal monsoon. 

 

• Also, there are talks of GoI announcing several economic stimulus packages targeted at the weaker 

sections of the society with cash flow support and food. Here RBI may be called into action, to directly 

monetise the government borrowing, once the borrowing balloons higher. A direct monetisation of 

deficit may not be inflationary as RBI, along with GoI would be trying to fill a big hole in the total 

money supply of nation, adversely hit by the COVID-19 lockdowns and social distancing. 

 

 

MAJOR ECONOMIC DATA TO WATCH: 
 

 

• RBI monetary policy meeting @ 10:00 am IST. Important for INR and bonds. 

 

 

 

TECHNICAL VIEW: 
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