China’s liquidity push is +ve for Asia

Anindya Banerjee, CMT, CFTe, CCRA
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USD/INR => Primary trend remains DOWN. An .x.
attempt to recover failed near the trendline fracs
resistance ~73.15 on spot. Major support zone,
thanks to RBI, near 72.75/80 levels on spot. Sellon ..
rise remains the positional trade. |rass

Il
H d U »
b P
| Bl H’W ™
I '

_HW

EE] £ Sl

On a yly basis, US Dec quarter GDP contracted at a slowest pace since June quarter at 2.5%. Strong
growth in demand for goods and residential investments countered contraction in services and
business investments. All in all, a clear trend of US economic recovery, which bodes well for EMs.

Chinese central bank has swung into action as o/n funding cost has hit 10% rate and decided to inject
massive amounts of liquidity via repo funding ahead of Lunar holidays between 11t to 17t Feb.

TRADE BIAS: Positional view remains DOWN. However, with RBI having defended 72.75 well, short
covering rallies can offer opportunity to sell between 73.50/80 region in Feb futures.

LEVELS TO WATCH: Support @ 73.00 & 72.80 on Feb fut. Resistance @ 73.50 & 73.80.
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/ I | J U iy EUR/USD => Corrective decline appearsto | |
) "'I “ i be not yet over. A test of 1.20/1.2040 zone .«
| I'II by A ihity | may occur. If prices hold that area on a test, |
- | then it will be a buying opportunity. F1.0m000
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v EVENT TO WATCH: Dec quarter GDP will be released from Germany & other nations from Eurozone.
German economy is expected to have slipped into recession during last quarter. A weaker report can
cause EURINR and EURUSD to weaken and test the key support zones.

v Relentless talk from ECB about strong Euro hurting economy seems to have had its impact on Euro.

v' TRADE BIAS: As EURUSD has scope to test support near 1.20, EURINR too can fall to 88.00 levels.

v LEVELS TO WATCH: Support @ 88.40 & 88.10 on Feb fut. Resistance @ 88.85 & 89.15.
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GBP/USD

GBP/USD=> Uptrend and its

& |
momentum remain intact. Buy |

i
GBP/INR 'I.'|I on decline as long as the pair "~
I holds above 1.36 levels. Target ' .«
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v GBP bounced as expected from the key level near 1.3600 as global equity markets recovered.
v With no major economic data scheduled for release from UK, GBP will remain a play on global stocks.
v TRADE BIAS: GBPINR can be bought on decline but with a stop below 99.50. Upside capped @ 100.60

v LEVELS TO WATCH: Support @ 99.85 & 99.50 on Feb fut. Resistance @ 100.60 & 101.00
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USD/JPY=> Bullish breakout occuring. As long [“™
as the pair holds above 104, it is a buy on
decline for a target of 105.70 & 106.10.
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Rebound in the US bond long duration bond yields and recovery in US GDP during Q4, USDJPY moved
higher and JPYINR lower.

With US bond yields having reached levels, where it has become attractive for Japanese bond buyers,
even on currency hedge basis, can be positive for the USDJPY and hence negative for JPYINR.

TRADE BIAS: With USDJPY now a buy on decline with SL on a daily close below 104.00. JPYINR can
fall towards 69.25/40 zone on Feb futures.

LEVELS TO WATCH: Support @ 69.90 & 69.60 on Feb fut. Resistance @ 70.25 & 70.55.
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FPI FLOWS IN INDIAN CAPITAL MARKETS ($ Million)
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STRATEGIC
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FX PAIR POSITIONAL VIEW (1 to 2 MONTH)

Strengthening economic recovery & expectation of an improved fiscal situation in FY22 can attract
USD/INR inflows by way of debt and FPI/FDI flows. This can steer USDINR DOWNWARD, towards 72.00

levels on spot.

With EURUSD well supported above 1.1950, EURINR first month futures remain a buy on decline

EUR/INR . : :
as long as prices hold above 87.50 levels. Upper cap on prices remains near 89.50.

GBPINR remains a play on twin factors: (i) short USD play (ii) post Brexit catch up in UK assets to

GBP/INR | world markets. Both of these are positive for GBPINR. Hence buy on decline remains the trade as
long as 96.50 levels being respected. Near term strong resistance is near 100.50

JPY/INR With USDJPY breaking out and having possibility of a moving above 106.00 levels, JPYINR has the

potential to fall as low as 69.20/30 levels on Feb futures.

(*** For intra-day and short term trades kindly refer to our research trading calls sent via email **%*)
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