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Domestic Markets
Weekly wrap up:

Domestic
Market
 Rupee closed the week
at 65.0050 levels.
 Current
Account
Deficit for Q4 expanded
to $13.5B from $7.2B.
 FX Reserves decreased
to
$421.33B
from
$421.49B
as
on
16thMar’18.

This week, the Indian Rupee traded with a negative bias as markets had to deal with a
host of uncertain events which kept the sentiments mostly dented. The local unit initially
started at 65.07 levels and turned north as markets discounted RBI’s decision to stop
buyer’s credits which lead to short term demand pressure in dollar. Also, the two day
FOMC Monetary Policy Meeting was to start from Tuesday which was another reason why
the markets were playing safe in turn keeping the Rupee pressurized. The negative
sentiment continued on the next day too; pushing Rupee to its weekly low levels of
65.2450. Negative sentiments in local equities and higher global dollar were the primary
reasons. On Wednesday, the Indian currency traded mostly in a range bound manner as
investors refrained from making any risky bets coupled with continued RBI intervention
at higher levels which kept the Rupee stable. On Thursday the local unit appreciated to
65.02 levels as markets discounted the release of FOMC Monetary Policy Statement that
came in line with expectations. The committee decided to raise rates by 25 bps but
forecasted at least two more hikes for 2018 along with a less hawkish tone than expected,
which kept the global dollar pressurized against the majors. This worked in favor of the
Indian currency. On the last trading day, the Indian currency initially traded with a
weaker bias on back of negative sentiments in Asian markets and local equities after the
US President Donald Trump hit China with around $60 billion of trade tariffs. In a
counter-move, China responded by hitting $3 billion of US goods with sanctions. This
created a wave of uncertainty in the markets leading the indices to trade in red. However,
the Indian currency could not withstand the weakness and turned south on continued RBI
intervention at higher levels coupled with IPO-related fund flows and dollar conversions
by exporters ahead of the financial year end which acted as a positive factor for the local
unit. The local unit made a weekly high level of 64.9725 and closed the week at 65.0050
levels.
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Going Forward:
Coming week is a holiday shortened week with Thursday and Friday being a holiday.
Hence, the next three days of the week could see the Indian Rupee trading in a range
bound manner with a bias towards positive side mainly towards 64.80 levels. The recent
hullabaloo happening in the US shall keep the American currency on the weaker side. The
US President Donald Trump has imposed tariffs on about $60 billion of Chinese goods,
with the bulk of them likely to be focused on the high tech industry. In return, China
announced $3 billion reciprocal tariffs on the US imports. This has kept all other nations
especially the Euro-zone in a cautious mode as a global trade war could create havoc to its
economy. If this was not enough, the US President has passed $1.3 trillion spending bill
yesterday and ended several hours of confusion that was raised by a tweeted veto threat of
a government shutdown. Though the spending bill has been passed markets are still
unsettled by the recent uncertainty which could prompt them to stay in risk-off mode for a
while. This could keep the price trend of the Indian Rupee a bit muted. Nevertheless, with
huge forex reserves at its disposal the RBI shall intervene at higher levels and keep the
Rupee stable. Also, the ongoing discussion to raise the cap of investment limits in
government bonds could give a boost to the foreign inflows that could keep the Indian
markets positive along with Rupee. The year-end conversions of Dollar by large Corporate
along with RBI trying to keep rupee strong for yearly valuation closing shall lead rupee
towards 64.60-64.70 levels. Not forgetting the IPO related inflows which is another factor
why the Rupee could possibly trade in a positive trend in the next week. Towards the end
of the week, we could witness bouts of volatility considering the Fiscal Year 2017-18 is
coming to an end. Also, with Thursday and Friday being a holiday investors could unwind
their portfolio and not carry forward their bets to avoid any uncertain and unpredictable
events that could create jitters in the markets.
All in all, the recent volatility created by the US has already put the investors in a risk-off
mode. Also, the recent buyer’s credit crisis in India that had kept the Indian Rupee
pressurized has faded a bit hence the local unit will mostly trade with a positive bias in the
upcoming trading session. However, if any unusual event arises from the US which has
already created huge jitters in the markets and is likely to create more in the near future,
the RBI would definitely intervene in the markets and keep the Indian currency stable.
Advise:
Exporters are advised to cover their near term receivables on spikes towards 65.15-20 and
higher levels. Importers are advised to cover their near term payable (One month) on dips
towards 64.80 and lower levels.
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Forward Market
6 - month Premium (in Paisa)

Domestic
Market
Likely to move lower

6 month forward premia opened the week at 137.50 paisa and initially blipped higher to
140.75 paisa. Facing resistance at these levels and giving a bearish close, the 6 month
forward premia started to move lower and touched a low of 130.25 paisa. 6 month
forward premia ended the week at 134.00 paisa.
Going Forward:
6 month forward premia has given a bearish close on the short term charts signalling an
downmove towards 130.00 paisa. A convincing break and close below the same shall push
it to 128.00 and 125.00 paisa. On the upside, key resistance lies at 140.00 and 143.50
paisa. Technical indicators are signalling a bearish momentum.
Key Support: 130.00, 128.00, 125.00
Key Resistance: 140.00, 143.50, 148.00
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International
Markets
EUR/USD
Euro closed the week at
1.2351 levels.

Technical

Euro:
The Euro currency mostly traded in a volatile manner this week. It initially started off
at 1.2282 levels and surged higher towards 1.2359 levels on back of weak global dollar as
markets remained cautious ahead of the two day FOMC Monetary Policy Meeting that
was to be held on Tuesday and Wednesday. This positive strength in the shared
currency could not stand for long and the pair turned south owing to the disappointing
release of economic sentiment data from Germany that came way lesser than the
expected levels. Also, the American currency surged as markets were being optimistic
that the US Feds would hike interest rates and be a bit hawkish which in turn kept the
Euro currency pressurized. The Euro currency made a weekly low level of 1.2237. This
weak trend could not continue for long and the shared currency surged higher on
Wednesday. The US Federal Reserve raised rates by 25 basis points as expected. The
committee forecasted at least two more hikes for 2018 instead of three which kept the
global dollar pressurized against the majors. Also, the on-off threats on trade tariffs by
the US President Donald Trump further pulled the US Dollar Index lower. This worked
in favor of the Euro currency. Not only this, after months of rough rhetoric between
Euro-zone and Britain both the nations announced that there would be a transition
period following the UK’s departure from the EU in March 2019. The transition deal will
kick in at that time lasting until December 2020. This boosted the market sentiments
which got carried away on the next day too. The Euro currency made a weekly high of
1.2388 levels. However, this strength in the shared currency was short-lived as the
disappointing release of manufacturing and service data from Germany and France
dented the demand for the shared currency. On the last trading day, the Euro currency
surged higher once again on back of weak global dollar after the US President Donald
Trump hit China with $60 billion of trade tariffs. In a counter-move, China responded by
hitting $3 billion of US goods with sanctions. Not only this, the US President
passed $1.3 trillion spending bill and ended several hours of confusion that was raised
by a tweeted veto threat of a government shutdown. All of these factors created a wave
of uncertainty in the markets and kept the American currency on the lower side in turn
helping the Euro. The Euro currency closed the week at 1.2351 levels.
Technical Outlook:

Likely to move higher
initially

Upcoming
Events




GfK Consumer
Climate(DE)
Prelim CPI m/m(DE)
Unemployment
Change(DE)

Week ahead: Cross is unable to break the support of 1.2240 levels while has given
bullish close on the short term charts signalling an upmove towards 1.2450 levels.
Any convincing break and close above the same shall push it to 1.2555 levels.
However, any resistance at these levels shall reverse the trend in the pair towards
1.2360 and 1.2240 levels. Only a convincing break and close below the same shall
open the gateway for a swift downmove towards 1.2200 and 1.2090 levels (strong
support). Technical indicators are signalling a bullish momentum.
Key Support: 1.2240, 1.2200, 1.2090, 1.1930
Key Resistance: 1.2450, 1.2555, 1.2650
Advise: Exporters are advised to cover their near term receivables in a staggered
manner on spikes towards 1.2450 and 1.2550 levels. Importers are advised to cover their
near term payables on dips towards 1.2250 and cover further tenors if any dip towards
1.2100 levels.
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International
Markets
GBP/USD
GBP closed the week at
1.4132 levels.

Technical

Sterling:
The Cable currency traded higher this week. It initially started off at 1.3930 levels and
immediately made weekly low levels of 1.3910 which was pretty much meagre. It then
surged higher from thereon on account of weak global dollar as markets remained
cautious ahead of the two days FOMC Monetary Policy Meeting that was to be held on
Tuesday and Wednesday. This positive trend could not continue on the next day and the
Pound currency slightly traded lower. Reason behind the same could be attributed to the
cautiousness in the markets prior to the FOMC Monetary Policy and BoE Monetary Policy
Statement release on the following day. Also, the disappointing release of inflation data
from the nation added to the woes. The inflation rate declined to 2.7 percent which
prompted the investors to reconsider their interest rate expectations. Apparently, with
surge in UK’s inflation rate markets believed that in this week’s BoE Monetary Policy
Meeting the committee members would hike rates however with the release of weak
inflation data the possibility of a rate hike remained slim. On Wednesday, the Pound
currency surged higher as markets discounted the release of FOMC Monetary Policy
Statement where the committee raised rates by 25 basis points as expected. The
committee forecast at least two more hikes for 2018 instead of three. Also, the on-off
threats on trade tariffs by the US President Donald Trump added to the woes. This kept
the global dollar pressurized against the majors which worked in favor of the Pound
currency. Also, after months of rough rhetoric between Euro-zone and Britain both the
nations announced that there would be a transition period following the UK’s departure
from the EU in March 2019 which boosted the market sentiments and kept the Sterling
supportive. On Thursday, the Pound currency immediately surged post the release of BoE
monetary policy statement where the committee left the interest rates on hold and hinted
that a May increase was in the line. GBPUSD made a weekly high of 1.4216 levels.
However, this strength in the shared currency was short-lived as recent gains in the
currency prompted the traders to book profit prior to the US President’s speech on trade
tariffs later in the day. On the last trading day, the Pound currency once again surged
higher on back of weak global dollar after the US President Donald Trump hit China
with $60 billion of trade tariffs. In a counter-move, China responded by hitting $3 billion
of US goods with sanctions. Not only this, the US President passed $1.3 trillion spending
bill and ended several hours of confusion that was raised by a tweeted veto threat of a
government shutdown. The American currency suffered due to this, which worked in favor
for the Sterling Pound. GBPUSD closed the week at 1.4132 levels.
Technical Outlook:

Likely to get supported
at 1.4000 levels

Upcoming
Events






High Street Lending
Nationwide HPI m/m
CBI Realized Sales
GfK Consumer
Confidence
Final GDP q/q

Week ahead: Cross has given a bearish close on the daily charts while has given bullish
close on the weekly charts signaling a downmove initially towards 1.4000 levels.
However, any support towards 1.4000 levels shall see the pair inching higher towards
1.4220 levels. Further resistance lies at 1.4360 levels. Only a convincing break and close
above the same shall open the gateway for a swift upmove towards 1.4450 and 1.4550
levels. On the downside, further support lies at 1.3850 levels. Technical indicators are
signalling the same bullish momentum.
Key Support: 1.4000, 1.3850, 1.3650
Key Resistance: 1.4220, 1.4350, 1.4550
Advise: Importers are advised to cover their short term payables on dips towards 1.4000
levels. Exporters are advised to cover their near term receivables on spikes towards
1.4350 levels.
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International
Markets
USD/JPY
Yen closed the week at
104.72 levels.

Technical
Likely to move lower.

Japanese Yen:
This week there were host of uncertain events in the global arena that boosted the
demand for safe-haven Yen. USDJPY started off the week at 105.94 levels and depreciated
a bit as lack of important economic datasets form the nation prompted the traders to focus
on the on-going land scam that involved the Japanese Prime Minister, his wife and the
Japanese Finance Minister. The weakness in Japanese Yen continued on the next day too
on back of strong global dollar as markets were pretty much optimistic of a 25 basis point
of rate hike in the upcoming FOMC Monetary Policy Statement that was to be released on
Wednesday. However, things did not go fully as per the expectations. On Wednesday, in
the initial trading session the Japanese currency made weekly low levels of 106.63
however this weakness could not withstand for long as markets discounted the release of
FOMC Monetary Policy Statement which pulled the American currency down. The
committee raised rates by 25 basis points as expected but forecasted only two more hikes
for 2018 instead of three. Also, the on-off threats on trade tariffs by the US President
Donald Trump added to the uncertainty. All of these factors boosted the demand for safe
haven Yen. The strength in Yen continued on Thursday too when the US President
commented on imposing $50 billion of tariff on China’s imports which forced the Chinese
authorities to retaliate. In a counter-move, China responded by hitting $3 billion of US
goods with sanctions. Markets all over the world were engulfed in uncertainty which
prompted the traders to refrain from making any risky bets which worked in favor of
Japanese Yen. On the last trading day, the Japanese currency made a weekly high level of
104.62 after the US President Donald Trump passed $1.3 trillion spending bill and ended
several hours of confusion that was raised by a tweeted veto threat of a government
shutdown which dented the demand for the American currency. USDJPY closed the week
at 104.72 levels.
Technical Outlook:

Upcoming
Events








SPPI y/y
BOJ Core CPI y/y
Retail Sales y/
Tokyo Core CPI y/y
Unemployment Rate
Prelim Industrial
Production m/m
Housing Starts y/y

Week ahead: The pair has given bearish close on the daily and weekly chart below its
key support of 105.00 levels signalling a downmove towards 104.30 levels. Only a
convincing break and close below the same shall open up the gateway for a swift
downmove towards 103.50 levels. Further support lies at 102.60 levels. On the upside
key resistance lies at 105.30 and 106.50 levels. Further resistance lies at 107.30 levels.
Technical indicators are signalling a bearish momentum.
Key Support: 104.30, 103.50, 102.60
Key Resistance: 105.30, 106.50, 107.30
Advise: Exporters are advised to sell their near term receivables in a staggered manner
on dips towards 103.60 levels. Importers are advised to cover their near term payables
on spikes towards 105.20 levels.
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Gold
International
Market

Break of 1355.00, key
for an upmove

Week Gone by:
Gold opened the week at 1313.56 levels and initially touched a low of 1306.91 levels.
Getting supported at its low, the yellow metal started to move higher and breached its
key resistance of 1336.00 levels. The yellow metal touched a high of 1350.20 levels before
ending the week at 1346.76 levels.
Week Ahead:
The yellow metal has given a bullish close on the daily and weekly charts signaling an
upmove its key trend resistance of 1355.00 levels. Only a convincing break and close
above the same shall open up the gateway for a swift upmove towards 1366.00 and
1375.00 levels. Further resistance lies at 1390.00 levels. On the downside, key support
lies at 1320.00 and 1300.00 levels. Technical indicators are signaling a bearish
momentum.
Key Support: 1320.00, 1300.00, 1285.00
Key Resistance: 1355.00, 1365.00, 1375.00
Advise: Short term traders are advised to buy the yellow metal on dips towards 1335.00
levels targeting 1365.00 and 1375.00 levels while keeping a strict stop loss below
1320.00 levels.
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Forex Calendar
Date

Forex
Calendar

Time

Country

Data

Forecast

Previous

26/03/2018

14:00

UK

High Street Lending

39.2K

40.1K

27/03/2018

05:20

JP

SPPI y/y

0.7%

0.7%

27/03/2018

10:30

JP

BOJ Core CPI y/y

0.7%

0.8%

27/03/2018

19:30

US

CB Consumer Confidence

131.2

130.8

28/03/2018

11:30

DE

GfK Consumer Climate

10.7

10.8

28/03/2018

-

UK

Nationwide HPI m/m

28/03/2018

15:30

UK

CBI Realized Sales

28/03/2018

18:00

US

28/03/2018

18:00

28/03/2018

-0.3%
7

8

Final GDP q/q

2.7%

2.5%

US

Final GDP Price Index
q/q

2.3%

2.3%

18:00

US

Goods Trade Balance

-74.1B

-75.3B

28/03/2018

19:30

US

Pending Home Sales m/m

2.1%

-4.7%

29/03/2018

4:31

UK

GfK Consumer
Confidence

-10

-10

29/03/2018

5:20

JP

Retail Sales y/y

1.7%

1.5%

29/03/2018

-

DE

Prelim CPI m/m

0.5%

0.5%

29/03/2018

13:25

DE

Unemployment Change

-15K

-22K

29/03/2018

14:00

UK

Current Account

-23.7B

-22.8B

29/03/2018

14:00

UK

Final GDP q/q

0.4%

0.4%

29/03/2018

18:00

US

Core PCE Price Index
m/m

0.2%

0.3%
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Forex
Calendar

29/03/2018

18:00

US

Personal Spending m/m

0.2%

0.2%

29/03/2018

18:00

US

Initial Jobless Claims

231K

229K

29/03/2018

18:00

US

Personal Income m/m

0.4%

0.4%

30/03/2018

05:00

JP

Tokyo Core CPI y/y

0.9%

0.9%

30/03/2018

05:00

JP

Unemployment Rate

2.6%

2.4%

30/03/2018

05:20

JP

Prelim Industrial
Production m/m

5.1%

-6.8%

30/03/2018

10:30

JP

Housing Starts y/y

-4.1%

-13.2%
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Trump moves towards China tariffs in warning shot on
technology transfer

Column of the
Week

U.S. President Donald Trump lit a slow-burning fuse on Thursday to launch longpromised anti-China tariffs, but his actions appeared to be more of a warning shot than
the start of a full-blown trade war with Beijing.
A presidential memorandum signed by Trump will target up to $60 billion in Chinese
goods with tariffs over what his administration says is misappropriation of U.S.
intellectual property, but only after a 30-day consultation period that starts once a list is
published.

Trump gave the Treasury Department 60 days to develop investment restrictions aimed
at preventing Chinese-controlled companies and funds from acquiring U.S. firms with
sensitive technologies.
The waiting periods will give industry lobbyists and U.S. lawmakers a chance to water
down a proposed target list that runs to 1,300 products, many in technology sectors.
It also will create space for potential negotiations for Beijing to address Trump’s
allegations on intellectual property and delay the start of immediate retaliation against
U.S. products from aircraft to soybeans.
“I view them as a friend” Trump said of the Chinese as he started his announcement.
“We have spoken to China and we are in the middle of negotiations.”
‘FIGHT TO THE END’
But his actions provoked a belligerent response from China’s embassy in Washington,
which vowed Beijing would “fight to the end” in any trade war with the United States.
“We will retaliate. If people want to play tough, we will play tough with them and see
who will last longer,” Chinese ambassador Cui Tiankai said in a video posted to the
embassy’s Facebook page.
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Stocks fell sharply on Trump's announcement, with the Dow Jones Industrial Average.
DJI falling nearly 3 percent. Major industrials that could become targets of Chinese
trade retaliation slumped further, with aircraft maker Boeing (BAN) down 5.2 percent
and earthmoving equipment maker Caterpillar (CAT.N) falling 5.7 percent.
In addition to punitive tariffs, Trump’s memo also directed U.S. Trade Representative
Robert Lighthizer to challenge China’s technology licensing programs at the World
Trade Organization. The WTO has repeatedly drawn the ire of the administration, but it
could provide a resolution that avoids a trade war.
The steps are based on the results of USTR’s eight-month investigation of suspected
misappropriation of American technology by China.
U.S. officials say that probe, undertaken through Section 301 of the 1974 Trade Act, has
found that China engages in unfair trade practices by forcing American investors to turn
over key technologies to Chinese firms.
Trump, who earlier this month announced steep tariffs on steel and aluminium imports
to the United States, also wants the Chinese to take action that would lower the $375
billion goods trade deficit that the United States is running with China.
White House officials told a briefing ahead of the trade announcement that the
administration was eyeing tariffs on $50 billion in Chinese goods. They said the figure
was based on a calculation of the impact on the profits of U.S. companies that had been
forced to hand over intellectual property as the price of doing business in China.
There was no explanation of the difference between that figure and Trump’s $60 billion.
“Many of these areas are those where China has sought to acquire advantage through
the unfair acquisition and forced technology transfer from U.S. companies,” said Everett
Eissenstat, deputy director of the National Economic Council.
In addition, Trump will also direct the U.S. Treasury to propose measures that could
restrict Chinese investments in the United States, Eissenstat said.
China has threatened to target U.S. exports of agricultural commodities, in particular
the $14 billion in exports of soybeans.
Reaction from U.S. industry groups sought to strike a balance, applauding the president
for tackling the persistent drain of U.S. technology to Chinese competitors, but urging
negotiations instead of tariffs.
“American business wants to see solutions to these problems, not just sanctions such as
unilateral tariffs that may do more harm than good,” said John Frisbie, president of the
US-China Business Council.
Despite threats of retaliation, China has been keen to portray itself as a defender of
globalization, a message that was reinforced in a call between President Xi Jinping and
French President Emmanuel Macron.
That said, there is a risk of a mounting cycle of retaliation. U.S. Trade Representative
Lighthizer warned on Wednesday that Washington would take “counter measures” if
Beijing targeted U.S. agriculture.
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The biggest risk to world trade over the longer term may not be a tit-for-tat trade war,
but the breakdown of global supply chains that feed companies such as U.S. auto giant
General Motors Co (GMN) and Apple Inc (AAPLO).
“Tensions are likely to escalate further, even without a full-scale trade war. This could
disrupt global supply chains and damage investor sentiment,” said Dario Perkins, head
of global macroeconomics research at TS Lombard, a London-based economic
consultancy.
Trump’s steel and aluminium tariffs, which are tied to Section 232 of the 1962 Trade
Expansion Act, go into effect on Friday. Canada and Mexico have been given initial
exemptions from the 25 percent steel and 10 percent aluminium tariffs.

Source: Reuters
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Emerging Market
Currencies
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