
 
 

INDIA ROUND-UP 

 

USDINR: A mild risk-off continues across Asia. Asian currencies are all flat against USD. However, USD is showing 

signs of life against some of the majors, like GBP. All in all, intermarket cues are too weak to offer much direction 

to USDINR. USDINR may open near 75.05 levels, flat, on July futures. Over the past week, USDINR has drifted 

lower. Unless the central bank intervenes heavily, the downward drift may not change. For the drift to fade, 

there needs to be sustained risk-off in equity markets. Intermittent risk-off phases can only provide spikes, which 

may be sold into. An optimum way to play this market is via options. You can look at ratio spreads, to benefit 

from a range bound to a slow downward drifting market.    

 

 
 
 

GLOBAL ROUND-UP 

 

EUR: EU summit is not over yet. Discussion continue. Some media reports are suggesting that there is growing 

risk that the mix of the distribution between grants and loans could likely be even instead of grants, originally 

envisaged. EuroUSD has come-off its highs but the hopes remain. The fund is a symbolic display of solidarity 

between rich and poor members as well as a demonstration of European leaders' commitment to doing 

whatever it takes in order to safeguard or advance the bloc's future. If perceived conflicts of interest between 

the North and South prove to be intractable and are allowed to either sink the recovery fund of water it down 

beyond recognition, the Euro-to-Dollar rate could find itself coming under significant pressure. Therefore, we 

need to closely monitor the meeting and take bets accordingly. 

 

 
 

GBP: CFTC report suggests that though speculators have covered their shorts since the bottom in May but their 

net exposure remains net short. Possibly a lack of progress in the EU and UK trade talks and slow re-opening in 

the UK economy could be hurting the momentum in GBP. GBPUSD is unable to sustain above 1.26 handle. 

GBPUSD has strong band of support between 1.2440/1.2480 zone, which if breached can take the pair closer to 

1.2330/50 zone.   

 

 
 

JPY:  JPYINR is gradually drifting lower. CFTC reports shows sizable longs in JPY against USD and that could matter 

in the coming days, if these longs decide to exit. However, if risk-off phase returns in global markets, then that 

risk will be minimised. As of now, JPYINR can be pulled down towards 69.60/70 levels, a zone of strong support. 

 

 
 

 

 

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

USDINR 75.00          74.80          75.25                75.50                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

EURINR 85.50          85.00          86.10                86.40                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

GBPINR 93.80          93.40          94.30                94.60                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

JPYINR 69.90          69.60          70.50                70.80                



MACRO VIEW: 

 

 
source: RBI & Kotak Securities 

 

Since end March, RBI’s FX assets have increased by over $ 33 billion, mainly due to the buying of dollars in the 

spot market. Though foreign currency translation gains and some capital gains have played a part but even 

factoring that, the spot purchase could be close to $30 billion. During this period, FPI flows have been flat but 

FDI flows are up strongly thanks to deals in Jio.  

 

A question that may come up is, how come USDINR has drifted lower, in spite of the unprecedented 

accumulation of US Dollars by RBI? 

 

Ans:  

 

Over the past one month, I have pointing to the fact that collapse in demand more than supply and thanks to 

various supply side measures, current account may flip to surplus during first half of FY21. A current account 

surplus even with muted financial flows can be enough to drag USDINR down or make the Rupee appreciate to 

balance itself out. But RBI prevented that by absorbing the surplus, both, the current account surplus and the 

financial flows. However, going forward, things are going to become tricky.  

 

As I have explained in my previous notes, that the capital adequacy norms as per the Bimal Jalan committee 

report may restrict the ability of the central bank to mop up the surplus and flows as aggressively as they have 

done before June (RBI’s FY20 accounting period). RBI may have to resort to the forward market for the 

intervention. 

 

Unlike spot intervention, in forward intervention, RBI cannot directly mop up the surplus and financial flows 

as they are derivative transaction. More so, strong demand in forwards can increase the forward premium, 

which can deter importers from hedging and encourage exporters to supply dollars from their PP limit. Also, 

speculators can supply $ in forward to RBI due to bigger carry trade opportunity. 

 

All in all, the impact on spot can be muted if RBI choose forward over spot. Till the demand rebounds and eats 

away the current account surplus, RBI’s best hope is for a stronger US Dollar overseas which causes financial 

outflows from India under the FPI category. Otherwise, a soft dollars can make it difficult for RBI to prevent a 

downward slide in USDINR. 

 

 

MAJOR ECONOMIC DATA TO WATCH: 

 

• BOE MPC Member Haldane Speaks @ 8:40 pm IST. Important for GBP. 



 

 

PRICE ACTION ANALYTICS: 
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