
 
 

INDIA ROUND-UP 
 

USDINR: Traders yawn as tensions between China and US escalate. Overnight European and North American 

equity markets surged higher. Asian stocks are following that risk on mood, barring Hong Kong, which is at the 

eye of the storm. USDCNH kissed the last October highs above 7.19 and is now trading above 7.18. If Sino-US 

tensions escalate further, USDCNH is ready to catapult higher. Interestingly, other risks assets are not paying 

much attention here. A glance through the USD-Asia and USD-EM indicate that other currencies are either 

stuck within a sideways congestion or drifting lower. Therefore, unless the weight of the evidence moves in 

favour of the US Dollar, it is sensible to approach USDINR as a range play. Things can get tricky, if USDINR, 

against the tide, breaks out above 76.10 on spot, following USDCNH. Such a breakout may have some legs due 

to short covering but unless rest of Asia or EMs participate, such a breakout can be tenuous.  

 

 
 

GLOBAL ROUND-UP 

 

EURINR: Euro is riding on the coattails of an expanded recovery fund that would combine the German-French 

proposal with the proposals of Austria, Denmark, Sweden and the Netherlands. This new proposal offers 500 

billion in grants and 250 billion in loans. Now this proposal from European Commission needs to be ratified by 

EU members unanimously. There may be some back and forth between northern European countries and the 

rest but chances are bright that it may sail through. More importantly, the deal suggests that European 

authorities are serious about the need for debt mutualisation in the face of the historic economic shock caused 

by the COVID-19 pandemic. Not just a fiscal push, even ECB members have begun to hint at a fresh round of 

stimulus from the central bank. If ECB announces further cut in rates into negative zone then it may hurt the 

Euro due to outflows but if ECB simply increases the size of their asset purchase program, then it may not be so 

negative. An expanded fiscal policy along with expanded asset purchase program from ECB may bolster growth 

expectation in Eurozone and that can lift Euro. EURUSD is trying to breakout above 1.1000. Momentum is 

upward and as long as EURUSD can hold above 1.0950, one can buy the decline for a test of 1.1100. On EurINR, 

is also a buy on decline as long as it sustains above 83.00 on June futures.  

 

 
 

GBPINR: GBP declined after headlines surfaced that neither talks between EU and UK are making any progress 

nor UK is eager to extend the deadline from December 31st of this year. UK has time till end of next month to 

seek extension. However, the decline could have been much bigger but saved by risk on mood in global equities 

and news that UK PM may travel to Brussels to meet with EU counterparts, next month. Therefore, GBPINR may 

enter a range between 92.80 and 93.80 for the time being. 

 

 
 

JPYINR: JPYINR is holding the support at 70.00. Today, if the pair trades closer to 70.00 but not below that level, 

then one may look at going long with a stop below 70.00. However, on a convincing break below 70.00, reverse 

to short for a target of 69.40/50. 

 

 
 

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

USDINR 75.70          75.50          76.00                76.30                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

EURINR 83.20          83.00          83.80                84.30                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

GBPINR 93.20          92.80          93.75                94.00                

Futures SUPPORT 1 SUPPORT 2 RESISTANCE 1 RESISTANCE 2

JPYINR 70.30          70.00          70.80                71.20                



MACRO VIEW: 

 

US has moved on multiple front against China. On one hand, US lawmakers have sent a bill to the President 

which if signed will impose sanctions on Chinese officials in matters concerning the way the country has treated 

Uighur Muslims in Xinjiang. China has warned that it will retaliate against any sanctions imposed. On the other 

hand, Secretary of State Mike Pompeo reported to Congress on Wednesday that Hong Kong was no longer 

autonomous from China, a move that could jeopardize the special administrative region’s favourable trade 

relationship with the U.S. and open up Chinese officials to sanctions. There have been comments from US 

officials criticizing the way China treats the Buddhists in Tibet. All in all, the pressure is rising on China.  

 

Chinese Parliament is expected to approve the new security law for Hong Kong by this week. Once approved it 

may be enacted over a period of time in Hong Kong. We need to see how China makes its next move. China 

seems to thinking that US would not press ahead with the nuclear option of revoking special status of HK. 

There are over 1300 US firms doing business in that region and bilateral trade between HK and US is nearly $ 70 

billion. However, we need to understand, it is an election year in US and an election where China is the issue.  

 

China was always an issue in Washington, that’s why there has been a rise of populist leader like Mr. Trump but 

anger has intensified after the COVID outbreak. It is a bipartisan action. Even the Democrats are eager to train 

their guns on China. All in all, China trying to “call the bluff” of US may be dangerous in this game of chicken 

between two nations. As I have wrote before, it comes at a worse time for China, as the nation needs to embark 

on a long period of painful economic restructuring, if it has to avoid the fate of many high growth economies of 

the past, who used high investment, weak domestic consumption and high dependence on external trade to 

grow rapidly but then either had to face long years of financial and economic crises or long periods of weak 

growth. 

 

MAJOR ECONOMIC DATA TO WATCH: 
 

• US prelim GDP @ 6:00 pm IST. Important for USD 

• US durable goods orders @ 6:00 pm IST. Important for USD 

 

 

TECHNICAL VIEW: 
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