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Quote Currency  Rate as on Rate as on Percentage  change

31st Aug 201315th Feb 2014

Indian Rupee 67.0461 62.2 -8%

Brazilian Real 2.3362 2.43 3.86%

Indonesian Rupiah 10923 11,820 7.58%

Turkish Lira 2.034 2.1875 7.02%

Phillioine's Peso 44.577 44.95 0.83%

Russian Rouble 33.2593 35.48 6.26%

Mexican Peso 13.3442 13.38 0.27%

South African Rand 10.31324 11.05 6.67%

Chinese Yuan 6.1636 6.06 -1.71%
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The connection between this FED tightening 
and this bout of currency depreciation has 
shown a spotlight on EM current account 
deficits. 

 

As Global credit conditions tighten, prospects of 
interest rate hikes in developed economies 
could dampen capital outflows bound for 
developing economies. 
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RBI cut the limit of remittances made by resident 
individuals from USD 2,00,000 to USD 75,000 per 
financial year under the Liberalised Remittance 
Scheme. This was construed as capital control, 
which led to flight of capital and coupled with rising 
current account deficit. 

 
The emergence of an active Non Deliverable 
Forward market for the Rupee lead to the central 
bank left defending a falling Rupee single handedly. 
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Falling exports, rising deficits and the burgeoning 
import bill and this combined with huge appetite 
by the consumers for gold led to increase in bullion 
imports. 

 
Inflation too remained and remains elevated.  

 
The central bank kept defending the currency 
unsuccessfully against speculators which put 
immense pressure on imports.  
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The UK was hurt by the rapid depreciation of the US 
Dollar ς a currency in which many British exports were 
priced.  

 
The UK's prime minister and cabinet members tried 
vehemently to prop up a sinking pound and withdrawal 
from the monetary system the country had joined two 
years prior was the last resort. Prime Minister Major 
raised interest rates to 10 % and authorised the spending 
of billions of pounds worth of foreign currency reserves 
to buy up the sterling being frantically sold on the 
currency markets but the measures failed to prevent the 
pound falling lower than its minimum level and 
eventually the exit from ERM. 
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The central bank under the new governor Mr. 
Raghuram Rajan, a former Chief Economist at the 
IMF resorted to bring back confidence among 
overseas investors.  
5ǊŀǎǘƛŎ ǎǘŜǇǎ ǘŀƪŜƴ ǘƻ ŀǊǊŜǎǘ ǘƘŜ wǳǇŜŜΩǎ Ŧŀƭƭ ǿŜǊŜ 
rolled back.  
Attracting FCNR (B) deposits thereby increasing 
inflows. 
Public sector oil companies who were the main 
buyers of dollars were asked to buy dollars directly 
from the RBI. 
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Tapering has begun. Fears of withdrawal of monetary 
stimulus will still continue to hang over EM currencies in 
2014. 

 
The two major political parties, the BJP and the Indian 
National Congress, both seem willing to implement 
market-friendly reforms, but neither is likely to form a 
decisive majority. As a result, they will have to negotiate 
with regional, mainly caste-based parties to pass 
structural reforms -- such as easing rules on foreign direct 
investment and overhauling the tax system -- that are 
essential to economic recovery.  
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Energy consumption continues to grow at 
almost 10-15% every year. 

Presently, the energy import bill stands at $170 
Billion per annum. 

Bullion imports norms have been tightened 
subsequent to the sharp depreciation. Still 
bullion imports so far is about $50 billion. 
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