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Dollar plummets to record 1.50/€
Buzz that the Fed is
ready to cut rates
more triggers fall
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The dollar weakened below
$1.50 per euro for the first time
on speculation Federal Reserve
chairman
Ben
Bernanke will indicate the US
central bank is ready to cut interest rates from a three-year
low.
The dollar dropped against
15 of the 16 most-active currencies before Bernanke’s testimony to Congress on
Wednesday. It reached a 23year low versus the New
Zealand dollar and fell the
most against Taiwan’s dollar
and South Africa’s rand as in-
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vestors bought higher-yielding currencies.
“We’re in a new regime for
the dollar,’’ said Bilal Hafeez,
global head of currency strategy at Deutsche Bank AG, the
world’s biggest foreign-exchange trader. “The proximate cause has been European data, which indicated
that Europe hasn’t suffered on
growth as the US has.’’
The dollar fell to $1.5088 per

Caution over Re gains
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euro, the lowest since the European single currency’s debut in 1999, before trading at
$1.5074 as of 9:46 am in London, from $1.4974 on Tuesday
in New York. It also declined
to 106.35 yen from 107.28 yen.
The euro was at 160.29 yen
from 160.67, after reaching
161.39. The dollar may fall to
$1.55 per euro by the end of
the first quarter, Hafeez predicted. —Bloomberg

Dollar weakness against major currencies
helped the rupee bounce back on Wednesday,
but treasurers are more worried about the
return of inflows in the medium to long
term.
The rupee ended up 0.3% or 39.78/$ on
Wednesday. The gain was a welcome relief
for the Indian currency, which has been under pressure this year, owing to large scale
pull out of funds from the markets.
In 2008, foreign funds have been net sellers of $2.76 billion in the equity markets.
Treasurers say Wednesday’s rise not withstanding, fresh inflows are more important
than dollar weakness. “Fundamentals are
strong and long term, we are positive on the
rupee. Immediately, the budget will be most
watched. And if measures by the finance

minister are considered positive for the rupee, then we could see fresh inflows into the
market,” said LV Prasad, head of treasury,
forex, IndusInd Bank.
Treasurers also warn against reading too
much into the dollar weakness. “The dollar
weakness is only technical, we expect it to
bounce back in the medium term as the US
economy is on a better footing compared to
Europe,” said Manoj Rane, country treasurer, BNP Paribas.
For the rupee, 2008 could be much more
tricky than last year which saw multi-year
gains. “Expect periods of bulky outflows to
continue to keep the rupee under pressure
over the next few months and for major part
of CY08,” HDFC Bank said it its “Eco talk”
report for February.
r_joel@dnaindia.net
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CAD

EUR

1.00 0.51 0.75
1.96 1.00 1.47
1.33 0.68 1.00
212.60 108.65 160.18
2.14 1.10 1.61
1.97 1.01 1.48
78.68 40.21 59.75
0.54 0.27 0.40
7.39 3.77 5.56
7.24 3.70 5.45
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It’s time for the ‘dream team’ to walk the talk
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■ The rupee closed at the
highest level in more
than a week on speculation investors sold the US
currency after its slide to
a record low against the
euro
■ It rose 0.3% to 39.78 per
US dollar
■ It was the currency’s
biggest three-day gain in
more than three months
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Unless the government gets its act right in the budget, India’s growth story could well be under threat

have played in their march towards
growth when times were good and
that is perhaps the reason why they
sought to look after them when
things went wrong. This is precisely
my message to the finance minister.
Over the past few years, India has
prospered, fuelled by a buoyant
economy and a hugely talented
workforce. We have toiled hard and
have dutifully paid all that has been
thrown at us - the FBT, cess, surcharge, levies, service taxes, VAT
etc. We have silently endured all this
because we realised the importance
of contributing to our nation’s welfare. Our infrastructure was inadequate — we needed better education,
healthcare, roads, power, airports
etc. India Inc was fortunate enough
to witness unprecedented top-line
and bottom-line growth and so there
were few complaints when tax after
tax was imposed on us. Things were
good and getting better, both for the
tax man and the payer.
On the other side, the salaried
professional also never had it so
good. Things were looking good as
the ‘war for talent’ wore on and phenomenal salary raises were the order of the day. Enhanced liquidity
due to a high disposable income and

INR

GBP = pound sterling; CAD = Canadian dollar; EUR = euro ; JPY = Japanese yen;
CHF = Swiss franc; USD = US dollar ; INR = Indian rupee; KWD = Kuwaiti dinar;
SAR = Saudi Riyal, AED = United Arab Emirates dirham
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The jury is still out on the last budg- afford to be complacent here. We
et even as another one looms large need to think globally and not localon the horizon. We can only hope ly. I agree with the policy of looking
that at least this year they will final- after the poor and downtrodden, but
ly get it right. The noises emanating it does not necessarily have to be
out of the corridors of power are not done by compromising our national
the right ones, though. With seven interest. An ineffectual or imbalodd states gearing up for elections, anced budget will (let’s face it) probthe news has to be bad. A coalition ably help China more than it would
government badly hamstrung by its the downtrodden in our country. As
political compulsions and gasping we compromise on our global ecofor breath after severe electoral re- nomic competitiveness, the very
verses could not be expected to do people that we seek to protect will
end up getting more exmuch. However, this
posed. This is the ditime they must. A
chotomy inherent in our
resurgent economy is
system - both political
now bearing the double
and economic.
whammy of a recession
While corporate India
in the US and unsteady
cries itself hoarse for
foreign inflows. The Inconcessions, lower tax
dia growth story is in
rates and the like and
danger of being cut
their pleas fall on deaf
short even before it has
ears, I would humbly reactually taken full
quest the FM to take a
flight.
Shiv Agrawal
look at what India Inc
It needs a tremendous amount of political maturity has done for the country. For
on the part of our leadership to en- decades now they have propelled
sure that the economy remains fo- millions of investors to financial
cused and buoyant. India Inc needs prosperity through sustained and
all the support that it can get. The synergistic wealth creation. They
IT/ ITes/ new economy sectors need recognise the importance that into be protected at all costs, we cannot vestors, customers and consumers

USD

0.00 0.47
0.51 0.01
1.87 0.14 0.14
0.01 0.91
0.99 0.02
3.65 0.26 0.27
0.01 0.62
0.67 0.02
2.48 0.18 0.18
1.00 99.20 107.87 2.70 396.68 28.79 29.38
0.01 1.00
1.09 0.03
4.00 0.29 0.30
0.01 0.92
1.00 0.03
3.68 0.27 0.27
0.37 36.71 39.78 1.00 146.80 10.65 10.87
0.00 0.25
0.27 0.01
1.00 0.07 0.07
0.03 3.45
3.75 0.09 13.78 1.00 1.02
0.03 3.38
3.67 0.09 13.50 0.98 1.00

the booming stock markets and real
estate justified any additional taxes
that were imposed on us. The rapid
pace of development and staggering
growth figures effectively masked
the burden that extra taxes were imposing on us.
However, as with any good growth
story there is a ‘twist in the tale’. The
American sub-prime crisis and the
rising rupee are throwing a spanner
in the works. The IT/ BPO industry
is struggling and that cannot be
good news for the rest. Real estate
and stock prices have started ‘correcting’ and the ever dependable foreign investment seems to be holding

back. So, has the growth story ended? It is not for me to say, but unless
the government gets its act right in
the budget, it could well be the case.
For too long now, the country has depended on India Inc to shore up its
performance. The government has
been adopting a ‘Robin Hood’ policy
for a while now and it remains to be
seen what stance they take this time.
It is time for the ‘Dream Team’ to
put their hands up and ensure that
the country continues to chart the
growth path in the coming year as
well. A good corporate and professional friendly budget might just do
the trick. A reduction in taxes might
make the legitimate tax payers
breathe easier and might make the
expected lower salary and dividend
payouts this year seem much better.
It is time to look after your tax
paying public through these ‘tough’
times - some ‘breaks relief or sops’
to the tax payer might just provide
the impetus in such times. Lesser
taxes may just about lead to a less
‘taxing’ future or else it might be a
long road home. Time to ‘Walk the
Talk’ for our policy makers?
The author is CEO,
ABC Consultants Pvt Ltd
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■ Government bonds bounced back towards close of trade
on Wednesday on hope liquidity will improve next week
on government spending and on views that levels were
attractive after prices had dropped 10-12 paise
■ The benchmark 10-year 2017 bond ended at Rs102.57
(7.6% yield) compared with Rs102.41 (7.62% yield) on
Tuesday

Mibid-Mibor/$Libor

Global interest rates

As on February 27, 2008

US treasuries UK treasuries
3 months
2.07
5.20
6 months
2.02
1 year
4.43
2 years
1.94
4.31
3 years
4.29
5 years
2.81
4.37
10 years
3.82
4.70
30 years
4.63
4.57

Overnight index swaps*

Corporate bond spread

Tenure
Bid Offer
Mid
6 months
7.18
7.33
7.26
1 year
7.09
7.11
7.10
2 year
6.79
6.81
6.80
3 year
6.80
6.82
6.81
5 year
6.88
6.90
6.89
7 year
6.96
7.05
7.01
10 year
7.03
7.12
7.08
*Mumbai interbank overnight
indexed swap, as on Feb 27, 2008

(In %)
3M Bank CD
6M Bank CD
12M Bank CD
1Y AAA Corp
2Y AAA Corp
3Y AAA Corp
5Y AAA Corp

Category
Overnight

Mibid

Mibor $Libor

7.81

7.92

-

14 days

7.21

8.28

1 month

7.56

8.74

3.12

3 months

8.63

9.55

3.09

6 months

-

-

3.02

Yield Chg* Spread#
9.90 0.00
2.55
9.80 0.00
2.40
9.75 0.00
2.30
9.95 0.00
2.50
9.30 0.00
1.65
9.30 0.00
1.64
9.33 -0.02
1.63

as on February 27, 2008
*Over previous day, # over GOI
Source:- Derivium Capital & Securities Pvt. Ltd

