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he U.S. dollar surged this week as resilient labor data slashed Fed rate-cut odds. Softer global

Inflati
onditions weighed on major peers. o
bit,
BPUSD fell to 1.3109 on cooling UK inflation (3.6%), rising BoE cut bets, and pre-budget rema
ncertainty; EURUSD dropped toward 1.15 amid soft Eurozone inflation, slowing
1anufacturing, and ECB inaction despite upgraded 2025 growth; USDJPY climbed to 156.38
ouching 157.89) as ¥20T stimulus delayed BolJ hikes despite 3% inflation; USDINR hit a UK.
fetime low near 89.53 on $16.5B FPI outflows, U.S. tariff pain, and RBI easing defense. FO 3.6
INCre:
Bank
ooking ahead, dollar strength should persist absent sharp U.S. data weakness. GBPUSD, faie
URUSD, and USDINR stay vulnerable to risk-off flows, while USDJPY risks intervention near 160
nless BoJ shifts hawkish.
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The Indian rupee ended the week sharply weaker after sliding to
a fresh lifetime low near 89.53 on Friday. The currency came
under pressure as foreign portfolio outflows picked up,
uncertainty over progress on the U.S.—India trade deal persisted,
and the RBI eased its defence of earlier levels around 88.80. This
resulted in the rupee posting its largest single-day decline since
May. The rupee has been struggling for months since U.S. tariffs
on Indian exports took effect, widening the trade deficit and
dragging exports to the U.S. lower. With nearly $16.5 billion in
equity outflows so far this year, India remains one of the most
affected markets, keeping the rupee vulnerable despite strong
domestic fundamentals and firm equity benchmarks.
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The USDINR pair delivered an unexpected move in the last trading session of the week, surging to a
89.53, surpassing the earlier peak of 88.81. This marked the rupee’s sharpest single-day decline in
The rally was fuelled by a combination of fresh U.S. sanctions on an Indian entity over alleged |
heightened risk-off sentiment, foreign portfolio outflows, uncertainty around progress in th
negotiations, and a softer RBI presence around the 88.80 level.

On the daily chart, the breakout above 88.80 confirms the shift to a higher trading range, with 89.
immediate resistance, followed by the psychological 90.00 barrier. The 14-day RSI has crossec
currently near 71.11, indicating overbought conditions and the possibility of a short-term pullback. O
88.45-88.50 zone remains the first support area, aligned with the 50-day SMA.

Given the fresh highs, exporters may consider hedging selectively to secure profitability, but s
coverage A hedge ratio in the 30—40% range is advisable, keeping the remainder open espeC|aIIy as
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The euro moved lower this week and fell toward 1.15, its weakest level since
early November. Eurozone data was mixed but generally soft. Inflation
continued to cool, manufacturing activity slowed a bit, and the services sector
remained steady. These numbers supported expectations that the ECB will
keep interest rates unchanged for a long time. The European Commission also
raised its growth outlook for 2025, helped by stronger exports to the U.S., but
this was not enough to lift the euro. On the U.S. side, the dollar strengthened
after mixed but stronger than expected U.S. labor data reduced the chances of
a Fed rate cut in December. Fed minutes and comments from officials were
also more cautious, suggesting they are not in a hurry to ease policy. U.S.
manufacturing and services PMlIs stayed in expansion, showing that the
economy is still holding up well. Looking ahead, EURUSD is likely to stay under
pressure unless Eurozone data improves or the market starts expecting earlier
Fed rate cuts. For now, the stronger U.S. outlook and reduced chances of
near-term easing continue to support the dollar.
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The GBPUSD pair ended the week lower at 1.3109 as the pound weakened under
softer domestic data. U.K. inflation for October eased to 3.6%, the first drop since
May, increasing expectations that the Bank of England may move toward a rate
cut. With markets already cautious ahead of the upcoming U.K. budget, this
decline further undermined sterling sentiment. In the U.S., the return of key
releases brought a mixed labour report, with nonfarm payrolls rising 119,000 and
jobless claims falling to 220,000, while the unemployment rate rose to 4.4%. This
showed a Softer but still resilient labour market, reducing chances of an
immediate Fed rate cut and providing underlying support to the dollar. As risk
appetite faded through the week, the dollar held a moderate advantage, keeping
GBPUSD under pressure through the week. Looking ahead, GBPUSD may stay
under pressure, as U.K. rate-cut expectations and fiscal uncertainty could
continue to weigh on the pound. Unless U.S. data softens meaningfully or the
U.K. budget delivers a positive surprise, upside in the pair may remain limited.
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Yen weakened this week, ending at 156.38 after briefly touching 157.89, a level last seen in
January' 25. The decline was driven mainly by expectations that the BolJ will remain
cautious on rate hikes, especially as PM Takaichi prepares a ¥20 trillion stimulus package.
Although inflation stayed at 3% and trade data showed slight improvement, these figures
were not strong enough to shift expectations for BoJ tightening. Government warnings
about rapid currency moves slowed the pace of depreciation but could not reverse the
broader trend. In the U.S., the dollar stayed firm as stronger than expected job growth
reduced the likelihood of a December Fed rate cut. Fed minutes and policymakers’
comments reinforced expectations of a slower easing cycle, pushing the dollar index
toward a six-month high of 100.42, though softer PMI data capped gains. Looking ahead,
USDJPY may remain elevated, with markets watching the 160 level for potential
intervention. The yen is likely to stay under pressure unless the BolJ signals clearer
tightening, while any shift in U.S. rate-cut expectations could offer some support.
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Geopolitical instability can affect investor
sentiment, influencing the value of currencies tied
to these nations, and creating potential risks for
businesses in those markets.
Geopolitical Tensions and Crises

Tensions in the Middle East or sudden regime
changes often lead to currency volatility,
especially in emerging market currencies. The
2020 tensions between the US and Iran led to an
immediate spike in oil prices, which impacted the
value of currencies tied to commodity exports,
like the Russian Ruble and the Saudi Riyal. These
swings  significantly  impacted companies
operating in these regions or reliant on oil
imports.

The Role of Stress Testing and Scenario Planning
in Assessing FX Preparedness

Stress testing and scenario planning are the most
effective ways to prepare for currency swings.
These techniques help businesses understand the
potential impact of currency fluctuations on their
operations and financial health.

Stress Testing involves simulating extreme, yet
plausible, currency movements and assessing
how these scenarios could affect vour business.

appropriate hedging
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