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Improvement in
trade deficit,
which narrowed
to $2t.9+ b in Dec
from $32.84 b in
Nov, boosted
market sentiment

December.

"Unlike traditional spot
dollar sales that tighten ru-
pee liquidity, these forward
transactions allowed the RBI
to manage liquidity effect-
ively without imposing addi-
tional strain on the banking
system."

"This approach provided
much-needed relief amid a

significant liquidity deficit of

TRA"DEDEFICIT
Adding to the rupee's mo-
mentum \ras a decline in for-
ward premia, with the l-year
forward yield slipping below
2.5 per cent.

This made holdingthe ru-
pee more attractive relative
to,other currencies, further
supporcing its appreciation,
said Pabari.

Further, improvement in
India's trade deficit, which
narro:red sharply to $zt.g+
billion in December com-
pared to the revised $32.84
billion in November, boosted
market sentiment, indicat-
ing a more favorable external
balance for the Indian
economy.

gain

on
its
in

ral bank measures and im-
prwed economic indicators.

RBIINTERVENTION
"The Reserve Bank of India
played a pivotal role in sup-
porting' the rupee through
dollar-rupee buy/sell swaps
dcross various maturities, in-
cluding March, June, and
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