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KEY HEADLINES:

The Indian rupee inched lower on Thursday on risk aversion fuelled by the U.S. debt
ceiling worries, but fared better than its Asian peers and continued to hold above a key
level.

The rupee at NSE Future 30 June ended weak by 5 paise at 82.84 against previous close
of 82.79 and after make low of 82.79 and high of 82.87. In comparison, the Korean won
and the Malaysian ringgit were down 0.6%, while the Indonesian rupiah and the offshore
Chinese yuan slipped 0.4%.

The spread between the Indian and U.S. 10-year bond yields dropped to its lowest level
in nearly 14 years, India's benchmark bond yield has hovered around 7% for the last few
days, and the U.S. yield rose to around 3.75% in the past two weeks, shrinking the
spread to 325 basis points (bps), levels last seen in August 2009.

The U.S. dollar's dominance in international trade and finance will persist for decades
despite new challenges and even when a more multipolar currency system emerges it
will be led by the greenback, Moody's Investor Service said on Thursday. On Thursday,
the dollar index , which measures the strength of the U.S. currency against six rivals,
was up 0.4% at a two-month high of 104.23. For the year, the index is up 0.7%.

Fitch put the United States' "AAA" debt ratings on negative watch on Wednesday in a
precursor to a possible downgrade, should lawmakers fail to raise the ceiling. While the
multi-decade fall in the dollar's share of central bank reserves, simmering geopolitical
tensions and growing brinkmanship in U.S. politics have boosted speculation about an
end to the dollar's dominance, at present there are no viable alternatives, Moody's said
in a note.

The dollar's share of official FX reserves fell to a 20-year low of 58% in the fourth
quarter of 2022, down from about 78% at the turn of the century, according to
International Monetary Fund data.

Minutes from the Fed's May meeting indicated that policymakers were divided over
whether further hikes would be needed.

Traders have ramped up bets that the Fed funds rate will stay elevated, with markets
pricing in almost a 30% chance of a rate hike in June and the Fed funds rate seen at
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https://www.reuters.com/markets/currencies/end-king-dollar-forces-play-de-dollarisation-2023-05-25/

about 4.75% in December.
The key for the rupee and other emerging market currencies this year will be contingent

on how the U.S. inflation and growth data shape up and how they affect the U.S. Federal
Reserve rate expectations.

Economic Indicators to be released.

Indicator Currency Forecast Previous Impact
0, (1)
Core PCE Price Index m/m Usb 0.3% 0.3% HIGH
Revised UoM Consumer Sentiment usb 58.2 57.7 HIGH
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USDINR 82.84 82.75 82.25 83.0 83.70 BULLISH
FUTURE

EURINR 89.03 88.25 87.0 89.60 90.05 BEARISH
FUTURE
GBPINR 102.47 102.25 101.60 103.40 104.80 BEARISH
FUTURE
JPYINR 59.79 59.70 59.0 60.65 61.55 BEARISH
FUTURE
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of this Report:- (a) have not received any compensation from the subject company in
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third party in connection with the Report; (f) has not served as an officer, director or
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Disclaimer:
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ensure that information given at the time believed to be fair and correct and opinions
based thereupon are reasonable, due to the nature of research it cannot be
warranted or represented that it is accurate or complete and it should not be relied
upon as such. If this report is inadvertently send or has reached to any individual, same
may be ignored and brought to the attention of the sender. Preparation of this
research report does not constitute a personal recommendation or take into account
the particular investment objectives, financial situations, or needs of individual clients.
Past performance is not a guide for future performance. This Report has been prepared
on the basis of publicly available information, internally developed data and other
sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken
as the only base for any market tfransaction; however this data is representation of one
of the support document among other market risk criterion. The market participant can
have an idea of risk involved to use this information as the only source for any market
related activity. The distribution of this report in definite jurisdictions may be restricted by
law, and persons in whose custody this report comes, should observe, any such
restrictions. The revelation of interest statements integrated in this analysis are provided
exclusively to improve & enhance the transparency and should not be treated as
endorsement of the views expressed in the analysis. The price and value of the
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assume any responsibility for, or warrant the accuracy, completeness, adequacy and
reliability of such information / opinions / views. While due care has been taken to
ensure that the disclosures and opinions given are fair and reasonable, none of the
directors, employees, affiliates or representatives of M/s. Bonanza portfolio Ltd shall be
liable. Research report may differ between M/s. Bonanza portfolio Ltd RAs and other
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companies on account of differences in, personal judgment and difference in fime
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have not received any compensation/benefits from the Subject Company or third
party in connection with the research report
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