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TECHNICAL VIEW

Currency pair =>> USDINR spot

View = Month old range is back. 70.75/80 as initial support zone, followed by 70.35/50. Resi @ 71.20/40

Trade =  Play the range.

MACRO VIEW

- Assembly elections in Maharashtra and Haryana was 'wake-up' call for the ruling government. Though BJP
emerged as the winner in both the states but the margin of victory eroded compared to 5 years back, in terms
of vote share and number of seats. Though weak economic activity can be blamed as one of factors for the
weak performance but there must be several other issues which affected the elections. The problem with
financial commentators is that in their post-facto analysis they attach too much importance to economic
factors for the swing in the ballot. Having said that economy has been an issue and hence the question, will
government consider economic slowdown as a factor that needs a short term fix as well or not. All this while,
GoI has shied away from announcing short term fixes and rather focussed on measures to boost investments
as a way towards economic growth. However, credit squeeze is acting as major headwind on domestic
demand. Ratings agency Fitch has forecasted that new lending as a proportion to GDP may dip to 6.6% in
FY20 from 9.5% in FY19. As a result, they downgraded FY20 GDP growth to 5.5%. According to Fitch, several
factors, including a downturn in world trade and a severe credit squeeze, have taken a heavy toll on lending.
NBFCs have faced a severe tightening of funding over the past year and a half. They have, in turn, sharply
reduced the supply of credit to the commercial sector. There are two areas where government could be
working: (i) lowering the tax payable for households via reforms in the personal income taxes (ii) reforms in
areas highlighted by World Bank in its report on ease of doing business: (i) starting a business (ii)
registering a property (iii) paying taxes (iv) enforcing contracts and also labour and land reforms.

- Yesterday Indian equity indices closed in the red. Dollar Rupee managed to rebound from the lows of 70.75
on spot as central bank stepped in with full vigour. Later in the day, as the state election results trickled in,
the pair got a lift from light speculative buying. GOIsec 10 year yield fell marginally to 6.50%.

- Overnight US stocks finished higher even though the earnings from some heavyweights were below
expectation. Fading risk of Sino-US trade war and EU-US trade showdown is keeping bulls well supported. US
bond yields rose.

- Overnight US stocks finished higher on the back of strong earnings from technology companies. Fading risk
of Sino-US trade war and EU-US trade showdown is keeping bulls well supported. US bond yields rose. US Vice
President Mike Pence on Thursday denied that the U.S. is seeking to "decouple" from China, despite "the many
challenges we face in the U.S.-China relationship."  Brent crude has inched above 61 handle and even gold
prices have firmed up, now around 1505 dollars per troy ounce.

- Mario Draghi oversaw his final meeting as the head of the European Central Bank yesterday. It has been a 8-
year term as one of the world's most influential central bankers. In his final meeting, he portrayed a picture
of gloom as he warned that low rates are here to stay. For his successor Christine Lagarde, the main risk will
be a downturn in the economy. Her first monetary policy meeting will be in December. Yesterday PMI reports
confirmed the economic downturn in Germany with both services and manufacturing PMI coming weaker
than expected. EuroUSD has sold-off on the comments from ECB chief and also weak PMI reports.

- GBPUSD sold off on hint from UK PM that he wants a election in December. Wait for 1.27 to re-enter long on
GBPUSD. *** CHART ON NEXT PAGE ***



Source: Bloomberg
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