
 
 

INDIA ROUND-UP 
 
USDINR: Asian equity markets are trading marginally higher and Asian currencies are showing a bit of strength 
against the US Dollar. Indo-China stand-off at the border continues, though markets seems to have pivoted 
towards low probability of escalation. However, GoI may continue to increase pressure via economic front as 
Chinese infrastructure companies are being scrapped off the domestic market. We need to see whether some 
broad based tariff and non-tariff barriers are erected against Chinese goods or not. If India does that, then risk 
premium may increase in the Rupee.  
 
USDINR remains boxed between global risk on trade and inflows in one hand and RBI reserve accumulation on 
the other.  FX assets held at RBI has increased by nearly 30 billion dollars since end of March, most of which is 
due to spot buying of foreign currency by RBI. This is one of the fastest pace of increase in reserves in a long 
time. As long as RBI continues to infuse reserves by FX market, bond market may have to wait for its turn of 
OMOs. If RBI switches to OMOs from FX reserves to infuse Rupee liquidity in the H2FY21, then it may open up 
some interesting dynamics for bond and FX market, which I will cover in my future notes. For now, USDINR is 
as dead as a doornail and therefore, selling options to accumulate premium remains a preferred trade. One can 
look to buy the dip, between 75.90/76.10 to enter fresh USD long positions.  
 

 
 

GLOBAL ROUND-UP 
 
Euro: When 27 nations are trying to reach a consensus on a fiscal package it is bound to take time. There is was 
little expectation that last week’s European Summit will manage to get a breakthrough in the deadlock between 
“frugal four” nations in EU, who are opposed to grants and the rest. Talks shall continue and possibly in the July 
meeting, some kind of watered down version may be acceptable to all the parties. Euro which has had a strong 
run up since the mid-May from 1.07 to 1.14 levels, on the back of one-two combination of fiscal and monetary 
punch bowls, is now correcting lower due to lack of fresh triggers. ECB continues to expands its balance sheet 
via asset purchases and TLROs. As a result, spreads between core and periphery bond yields have compressed 
significantly and which has become supportive for Euro. Having said that, EURUSD remains in a downward 
corrective phase. Support between 1.1140/70 zone, followed by 1.1050/70 zone. The pair needs to sustain 
above 1.1300 to indicate that correction is over. 
 

 
 
GBP: The positive correlation between cable and stock markets have weakened. With EU-UK trade deal not 
progressing and UK economy seeing gradual re-opening GBPUSD lacks to force to push it higher. However, this 
week, the flash PMI for June is likely to surprise on the upside and that may provide some support to GBPUSD 
and GBPINR. Technically, GBPUSD has a strong band of support above 1.2270 levels but if that is taken out, cable 
can fall towards 1.2100 levels.  
 

  
 
JPYINR: JPYINR remains a buy on decline as long as the pair holds above 70.50 on June futures. Target 71.50. 
Nevertheless, incase of a daily close below 70.50, it can test 70.00 and below levels.  
 

 

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
USDINR 76.10          75.85          76.40                76.75                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
EURINR 85.20          84.80          85.60                86.00                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
GBPINR 94.00          93.60          94.50                94.80                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
JPYINR 71.20          70.80          71.70                72.00                



MACRO VIEW: 
 
Risk appetite continues to pivot between the virus and central bank liquidity. First the virus. Not a single day 
passes, without leading media outlets and experts not warning about a second wave. Every uptick in daily cases 
and the band of Cassandra’s will be out pointing that this is the sign of second coming of the COVID-19. The fact 
remains, all major economic centres around the world are following a cautious approach to re-opening. Some 
cities in Europe and Asia have seen some form limited re-lockdowns. However, the data on COVID has several 
positives to it. Number of recovered cases are rising fast, compared to active cases and also the rate of fatalities 
is slowing down. Out of the active cases, % of critical has come down to 1%. All in all, unless there is a surge in 
cases of hospitalisation and % critical, just a pop up in virus infections would mostly likely not lead to stringent 
lockdowns we had seen since beginning of 2020. That is positive news for the global economy. 
 
Now from virus to central banks. US Dollar is greatly influenced by four major factors: 
 

i. Extent of monetary easing by US Fed 
ii. US Dollar liquidity within US influenced by balances of US Treasury with US Fed 

iii. Global trade 
iv. Pace of foreign currency loans issued in USD 

 
US Fed continues to expand its balance sheet but the rate of accretion has slowed since the torrid pace of March 
and April. Therefore, this factor remains USD negative. However, thanks to front loading of borrowing by US 
Treasury, balance of US Treasury to US Fed has increased to nearly $ 1.5 trillion now, which is exceptionally high 
compared to historical trend and this continues to be a drag on US liquidity and hence positive for USD value. 
The last two factors are yet to see significant uptick but as the global economic activity normalises over the next 
6 months, both, global trade and pace of USD borrowing can improve significantly, and that can weigh on USD. 
Therefore, all in all, USD bears may have a clear shot at winnings but they may have to wait for a few months 
more, before all the four factor turn negative for USD.  
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