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KEY HEADLINES:

The Indian rupee spot against the US dollar end higher on Wednesday, after RBI hold
rate steady & likely central bank intervention support rupee, however U.S tariff threat &
outflow concern check rupee at every gain.

The rupee at NSE Future 26 Aug-25. ended gain by 4 paise at 87.83 against previous
close of 87.87 and after make low of 87.71 and high of 87.88.

The Reserve Bank of India's six-member rate-setting panel voted unanimously to hold
the repo rate at 5.50% and maintain a "neutral" policy stance, even as economists
expect steep U.S. tariffs on Indian goods and subdued inflation to open room for limited
further easing. The central bank has cut the policy repo rate by 100 bps so far in 2025 as
price pressures eased. The central bank left its economic growth forecast unchanged at
6.5%. The inflation outlook has become "more benign", Malhotra said, cutting the central
bank's inflation forecast for the current financial year to 3.1% from 3.7% earlier. Core
inflation remains steady and is likely to remain modestly above 4%, Malhotra said.

Rupee slid 1.18% against the dollar in the week through August 1, its sharpest weekly
decline in nearly three years and would likely have hit a new record low if not for central
bank intervention. When the RBI cuts the repo rate, there is a risk of currency weakness
as foreign investors may shift their capital to markets with higher interest rates.

India recorded net outflows of $800 million in the current financial year starting April
through the end of July 31 due to outflows in the debt segment, the RBI governor said in
his monetary policy announcement.

U.S. President on Wednesday imposed an additional 25% tariff on Indian goods, citing
New Delhi's continued imports of Russian oil in a move that sharply escalated tensions
between the two nations after trade talks reached a deadlock. The new import tax,
effective 21 days after August 7, will raise duties on some Indian exports to as high as
50% - among the highest levied on any U.S. trading partner. India’s external affairs
ministry called the decision “extremely unfortunate,” noting that many other countries
are also importing Russian oil in their national economic interest. "India will take all
necessary steps to protect its national interests," it said, adding that purchases were
driven by market factors and the energy needs of India's 1.4 billion people.

An internal working group of the Reserve Bank of India has suggested keeping the
overnight weighted average call money rate as the operative target of monetary policy,
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https://economictimes.indiatimes.com/topic/rupee

and has recommended a shift to seven-day operations as the main tool. The group was
studying the liquidity management framework that has been in place since February
2020. The recommendations were uploaded on the central bank website on Wednesday.
The operative target is the market rate the central bank seeks to align with its policy
repo rate through market operations.

The Reserve Bank of India is seeking to expand the availability of credit enhancement
facilities for corporate bonds, in a bid to improve their ability to raise funds from the
market. Partial credit enhancement (PCE) — an instrument through which the effective
rating of a bond is raised — can now be offered by banks, non-bank lenders and
development finance institutions, the central bank said in rules released on Wednesday.

India's central bank published final rules for co-lending arrangements between banks and
non-bank financial firms on Wednesday, expanding the scope of such partnerships
beyond priority sector lending and introducing tighter norms. The framework, effective
January 1, 2026, mandates that the lender retain at least 10% of individual loan
exposures on its books and clearly disclose roles and responsibilities to borrowers. The
move aims to provide regulatory clarity and strengthen risk-sharing mechanisms in joint
lending portfolios, the Reserve Bank of India said.

India's fuel consumption in July fell by 4.3% month-on-month to 19.43 million metric
tons, oil ministry data showed on Wednesday. Fuel demand in July fell 4% year-on-year
to 19.43 million tons from 20.24 million tons a year earlier, while June demand stood at
20.22 million tons, data on the Petroleum Planning and Analysis Cell's website showed.

The dollar dropped on Wednesday and the euro hit a one-week high as traders bet that
the Federal Reserve will cut rates more times than previously expected this year,
following weaker than expected jobs data for July. With no major U.S. economic releases
on Wednesday traders continued to focus on the implications from Friday's jobs report.

The dollar index was last down 0.56% on the day at 98.18, the lowest since July 28. It
posted a 1.35% drop on Friday, the largest one day fall since April. The euro rose 0.76%
to $1.1662, the highest since July 28. It recorded a 1.48% gain on Friday. The dollar fell
0.35% to 147.09 yen . It dropped 2.24% against the Japanese currency on Friday, the
largest daily decline since January 2023. Sterling rose 0.47% to $1.3362 before the Bank
of England on Thursday is expected to cut interest rates by 25 basis points.

Markets are now pricing an 95% chance the Fed will ease rates by a quarter-point next
month owing to the weaker than expected jobs data, according to CME's FedWatch, with
just under 60 basis points worth of cuts expected by December, implying two 25 basis
point cuts and a 40% chance of a third.

Bonanza Research Team2




Economic Indicators to be released.
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Support Resistance Levels - Currency Future: ( NSE CUR - 26 Aug 25)

USDINR 87.83 87.30 86.50 88.0 88.60 BULLISH
FUTURE

EURINR 102.0 101.40 100.50 102.10 103.0 BULLISH
FUTURE

GBPINR 117.02 116.50 115.80 117.40 118.20 BULLISH
FUTURE

JPYINR 59.43 58.90 58.30 60.0 60.60 SIDEWAYS
FUTURE
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