
 
 
 

INDIA ROUND-UP 
 
USDINR: 22 states have entered lockdown phase, a necessary step to slowdown the spread of the virus. 
However, this comes at a significant economic cost. Indian Rupee may benefit from the risk on rally underway 
in the Asian equity markets, thanks to Fed launching an open ended QE and expanding the scope of the program 
to buy riskier credit instruments. Even governments around the world are announcing plans to provide support 
to the economy. SGX Nifty is quoting 5% higher open and even the Asian currencies are gaining against USD. 
Yesterday, RBI’s sell-buy swap program to augment dollar liquidity received a tepid response, which could be a 
sign that dollar shortage may not be acute in India, which is positive for the Rupee. As a result, USDINR may 
open lower, around 76.00 levels on spot. If RBI can sell during the first hour of trade, then the pair can decline 
further. Having said that, sentiments remain fragile and hence I would advise being in the look for any signs of 
resumption in the uptrend in USD. I have been bullish on USDINR pair since 71.50 on spot and continue to be 
so. USDINR has very strong support around Friday’s low of 74.70 and then between 74.35/50 zone on spot. 
Unless the pair closes below 74.50, buy on decline is advisable. Target remains 76.20 and 76.50 on spot. 
Extended target is around 78.30/50 zone on spot. Near term support levels are: 75.20/30 zone on spot.  
 
 

GLOBAL ROUND-UP 
 
EURINR: EuroINR to gap higher, by a buck, around 82.55 levels on March futures. Thanks to Fed’s QE infinity, 
Euro has jumped higher. Technically, the pair needs to now hold 82.00 handle during a pullback, if it manages 
to do so, it can accelerate towards 83.50/70 zone. Volatility can continue to be high.  
 
GBPINR: GBPINR can gap higher, around 88.60 levels on March futures. As long as the risk on mood persists, 
GBPINR can strengthen. Technically, it has scope to test resistance around 90.00 levels. Support is around 
87.80/88.00. Volatility can continue to be high.  
 
JPYINR: Gap up is expected here, around 69.00 on March futures. 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. Volatility can continue to be high.  
 
 

MACRO VIEW: 
 
Fed has thrown the kitchen sink at the market, by announcing a fresh round of asset purchases which will not 
have any cap on amount or time, a QE-unlimited and infinity. The Fed also said it will purchase agency 
commercial mortgage-backed securities and corporate bonds as part of an expansion in its asset purchases. 
Other initiatives include an unspecified lending program for Main Street businesses and the Term Asset-Backed 
Loan Facility implemented during the financial crisis. There will be a program worth USD 300 billion “supporting 
the flow of credit” to employer’s consumers and businesses and two facilities set up to provide credit to large 
employers. The Fed announced it also is expanding its Commercial Paper Funding Facility and it will lower the 
interest rate on its repo operations to 0% from 0.1%. The operations are conducted daily to provide banks short-
term funding. 
 
Fed is leaving no stones unturned to ensure the “hierarchy of money”, which has steepened significantly due to 
higher perceived credit risk, flattens once more. In order to do so, it has become the dealer of last resort, along 
with being the lender of last resort. Dollar being a global currency and with most of the foreign currency debt 
outside of US economy, priced in Dollars, Fed also acts as a central banker to the world. One way it ensures the 
smooth flow of dollar via bank reserves in the global markets, is via the swap lines with central banks. Fed has 
expanded the scope of that program significantly, but if the shortage accelerates further, I would not be 



surprised if they announce more measures to increase the quantum, spread and frequency of the swap 
programs. 
 
All eyes now on governments around the world. Germany is finally caving in and is all set to do away with the 
balanced budget rule which it has been following for over two decades now. German economy, along with 
Eurozone economy is sinking fast and it needs the fiscal push in a big way. It seems it is coming. In US, though 
lawmakers are wrangling over a trillion dollars’ worth of stimulus package but it is expected to pass today, which 
is again much needed. Indian government is also looking at ways to support the economy. RBI is also chipping 
in with liquidity support programs, by way of OMOs and term repos. RBI, like Fed, may have to step into provide 
liquidity support to the money market mutual funds. If the shutdown prolongs till mid to end April, there can be 
growing risk of liquidity strain on MMMFs in India, which would require RBI to step in. At the same time, RBI 
needs to allow moratorium on loan repayment to help MSMEs and individuals tide over the crises. All in all, fiscal 
and monetary authorities are going to be proactive to deal with the economic blow from the virus. 
 

MAJOR ECONOMIC DATA TO WATCH: 
 

• US Senate to vote on Coronavirus economic relief package  
• Flash PMI from Eurozone nations. Important for Euro. 

 
 

TECHNICAL VIEW: 
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