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The rupee lost 0.3 ﬁér‘ cent, ;,

‘agairst the dollaron Tuesday
and closed at 85.34. The cur-
rency remained turbulent
over last week.

[ reéovered
- sharply in the foﬁowmg ses-

‘L tohita hsgh of 84.78 before
moderating to ‘the current
level of 8534,

Foreign - outflows have
been weighing on the do-
mestic curréncy; whichledto

a drop. Over the past week, .

net FPI outflows have been

nearly $2.1 billion. Despzte
this, the rupee recovered
sharply, particularly on Fri-

day and Monday. This was .

due toa fall in the dollar in-
dex as investors remain con-
cerned zbout the US eco-

.- -nomy, ;particularly.-on. the
* “back of the new US Tax Bill,

which is estimated to add

over $3 trillion in federal.

deficits.
In addition, India Manu-
facturing and Services PMI,

which ¢ame in at 58.3 and

61.2 for May, indicate that
the domestic economy re-
mains robust. So; broadly,

* despite  foreign ~ outflows,

other fundamental factors
have been in support of the
Indian unit.

The rupee, which saw a
sharp decline towards the
end of last week, saw strong
recovery on the back of the

support at 86.15. From the
current level of 85.34, the
currency might soften to
85.60. However, a decline be-
low 85.60 is unlikely. A te-
covery, e1ther from the cur-
rent level or-after a dip to
85,60, can hft the rupee back

‘substantiated
by a potential decline in the
dollar index. Currently trad-
ing at 99.35, the dollar index
canresume the fall from here
or after extending the recov-
eryto 100.

On the downside, it can
decline to 98. Abreach of this
can intensify -the sell-off,
possibly falling to 97. So,
overall, the weak outlook for
the dollar is positive for the
rupee. Over the next week,
we expect the rupee to retest
the resistance at 84.80.
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