
 
 

INDIA ROUND-UP 
 
USDINR: It is a risk-on in Asia. Overnight US stocks closed in the green and USD was offered against high yielders 
and majors. However, NDF is indicating a flat open in the June futures in USDINR around 75.55 levels. Over the 
recent times, RBI has been very active at these levels and therefore is high possibility of the bids to surface once 
spot opens for trading around 10 am. As long as the range of 75 to 76.40 is intact, volatility will continue to be 
compressed. In such a scenario trade remains to short options and collect the premium for short term traders 
and for positional traders, improving macros, positive intermarket signals and low upside volatility in the pair 
are encouraging signs for indulging in carry trades. Scalpers can look to buy between 75.20/40 zone on June 
futures.  
 

 
 

GLOBAL ROUND-UP 
 
Euro: After a strong rebound to Eurozone flash PMIs in June, which was expected, EURUSD has bounced back 
above 1.13 handle. The pair needs to sustain above 1.1260 to ensure the upward momentum remains intact. 
Buy on dips remains the trade in EURUSD and EURINR futures. 
 

 
 
GBP: Talk of re-opening in UK and rebound in PMI has helped GBPUSD bounce back above 1.25 handle. This rally 
can extend further, towards 1.2600 levels. Therefore, both GBPUSD and GBPINR are buy on decline.   
 
 

  
 
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 75.45          75.20          75.80                76.20                

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 94.20          93.60          94.80                95.30                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2
JPYINR 70.60          70.40          71.30                71.70                



MACRO VIEW: 
 

 
 

 
 
Data for RBI’s FX reserves are available as of 12th June 2020. I have extrapolated the trend of spot dollar 
procurement to rest of the month of June. I assume between $33-$36 billion could be the increase in foreign 
currency assets at RBI over the April-June quarter. Based on that, I am assuming RBI may end up buying spot 
dollars to the tune of $30 billion. If that is the case, then it will be second highest accretion to foreign exchange 
assets in a quarter.  
 
Balance of Payment data is only available till December 2019 and hence I had to assume the probable net inflows 
in the financial account, ex of RBI intervention. It seems, RBI may end up mopping over 1.5X of the private capital 
flows, turning current account into a huge surplus. RBI may have opted for such an aggressive form of 
intervention in the currency market due to following factors: 
 

 To prevent the Rupee from appreciating significantly due to a combination of soft USD against EM 
currencies. When a central bank keeps its currency relatively weaker than its peers it acts as transfer of 
income from households to producers. At a time when producers are facing significant headwind by 
way of weak demand and broken supply chains, Rupee becomes a way to provide some support, but it 
comes at the expense of consumers in the economy. 
 

 To augment the Rupee liquidity in the banking system. RBI is receiving nearly INR 6 lakh crore under the 
reverse repo facility, indicating significant liquidity surplus in the banking system, to the tune of 3% of 
GDP. At a time when economy is facing the first contraction in 4 decades and inflation is going to remain 
low due to weak pricing power of suppliers and wage growth of consumers, it is appropriate to keep 
surplus liquidity high to ensure effective rates remain close to reverse repo.  

 



There is a problem over the horizon. Though the huge surplus liquidity has lowered the effective rate for 
sovereign at shorter end but that low rates are not yet transmitting at the long end. Recently concluded auction 
of state government bonds have generated strong demand, thereby compressing the yield spread over GOIsecs. 
But when one considers the term premium or the yield spread between 3-month T-Bill yield and 10 year GOIsec 
yield, it is hovering near 260 bps, a near 10 year high. Higher term premium raises the cost of borrowing for 
government and corporates for long term funds. Banks and FPIs are shying away from capturing the huge term 
premium due to fear of further rise in yields once GoI is forced to borrow more to balance the books. At a time 
like this, it may become necessary for RBI to step in and buy long term bonds under OMO and cool the long term 
yields. In order to do so, RBI will end up infusing significantly large dose of Rupee liquidity in the system. With 
Rupee liquidity adequately high, though further addition to it is not undesirable, but they may have to taper the 
purchases of dollars in the spot market. Once RBI pivots from currency market to bond market, it can weaken a 
major support to USDINR and help Rupee strengthen against US Dollar.  
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