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X down 17 paise;
G-Sec yields thaw
on RBI’s liquidity
infusion steps

Our Bureau
Mumbai

The rupee depreciated about
17 paise against the dollar on
Tuesday on US President
Donald Trump’s threats to
impose tariffs on countries
that “harm” America. The
development comes even as
the RBI said it will conduct a
$5-billion dollar/rupee buy/
sell swap to cool forward
premia.

Yields of Government Se-
curities softened in early
trade on the RBI’s latest li-
quidity injection measures
but reversed on profit-book-
ing by state-owned banks.

The rupee closed at 86.52
per dollar against the previ-
ous close of 86.35, with
Trump’s comments weigh-
ing on market sentiments
and boosting the greenback.
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X down 17 paise, G-Sec
yields thaw on RBI’s
liquidity infusion steps

Our Bureau
Mumbai

The rupee depreciated about
17 paise against the dollar on
Tuesday amid US President
Donald Trump’s threats to
impose tariffs on countries
that “harm” America.

The development comes
even as the RBI announced
that it will conduct a $5-bil-
lion dollar/rupee buy/sell
swap to cool down forward
premia.

Yields of Government Se-
curities (G-Secs) softened in
early trades on RBI’s latest li-
quidity injection measures,
but reversed on profit book-
ing by State-owned banks.

The rupee closed at
86.5225 per dollar against
the previous close of 86.35,
with Trump’s comments
weighing on market senti-
ments and boosting the
greenback.

Demand for dollars from
importers, especially oil
companies, also dragged the
rupee.

The RBI's move to con-
duct dollar/rupee buy/sell
swap auction of $5 billion for
a tenor of six months on
January 31, 2025, softened
the forward premia. The 1-
year dollar-rupee forward
premium came down 11
basis points (bps) to 2.17 per
cent.

FEAR FACTOR

Amit Pabari, MD, CR Forex
Advisors, said, “Globally,
China’s DeepSeek unveiled
its cost-efficient Al model,
triggering a sharp decline in
US tech stocks. This event
fueled risk-off sentiment in
financial markets, boosting
demand for dollar and exert-
ing pressure on emerging
market currencies, including
the rupee.”

Even though RBI’s steps
were designed to address li-
quidity concerns in the bank-
ing system, he said, they in-
creased the supply of the
Indian currency.

V Rama Chandra Reddy,

Head-Treasury, Karur Vysya
Bank, observed that the ru-
pee opened lower on Tues-
day following the announce-
ment of liquidity measures,
which eased liquidity con-
cerns.

Weak sentiment in the
equity market, driven by
continued FII selling, also
weighed on the rupee.

Yield of the benchmark
10-year G-Sec  softened
about 5 bps after RBI on
Monday announced the
measures, including $5 bil-
lion dollar/rupee buy/sell
swap auction of six months
tenor, open market opera-
tion (OMO) purchase auc-
tions of G-Secs aggregating
360,000 crore and a 56-day
variable reporate (VRR) auc-
tion for a notified amount of
350,000 crore.

PROFIT BOOKING
However, yields went up as
State-owned  banks  re-
portedly booked profits.
Yield of the 10-year bench-
mark closed at 6.69 per cent
against previous close of 6.68
per cent.

Nuvama Wealth, in a re-
port, noted, “With this ex-
tent of selling continuing in
heavy volumes, yields went
higher.”

“This upside in yields was
also in sync with paying in
OIS (overnight index swap)
across the curve, which
weighed heavily upon mar-
kets today (with real money
participants/traders liquid-
ating  their  receiving
positions).”

Murthy Nagarajan, Head
(Fixed Income), Tata Asset
Management, said the RBI’s
liquidity easing measures
have pushed government
bond yields to a near three-
year low, with expectations
of a 25 bps repo rate cut in
the February MPC meeting.

“We expect the 10-year
bond yield to move towards
the 6.45-6.5 per cent range
by March, supported bya po-
tential 25-bps rate cutin Feb-
ruary, followed by another 25
bps cut in April,” he said.




