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THE TALE OF A BATTLING
RUPEE: RBI'S CALCULATED
COUNTERATTACK

In the heart of Mumbai, the Indian rupee found itself at the center of a fierce financial
tempest. The last week of December 2024 was anything but ordinary for India's
currency, as it waged a determined battle against a relentless US dollar. For weeks,
speculative forces had been building, like storm clouds, pushing the rupee to its
lowest ebb—a historical low of 85.8075 to the dollar.

1 www.invasset.com



India's Best Performing ] N v
and Most Customer Centric PMS —’ S SE T

The central bank, a seasoned sentinel of India's economic stability, had been
watching. On that fateful Friday, the Reserve Bank of India (RBI) stepped into the
fray, its arsenal brimming with dollar reserves. In what one private bank dealer
described as a “very busy intervention,” the RBI sold dollars in substantial volumes.
The move was deliberate, swift, and decisive, forcing speculators to retreat and
unwind their dollar-long positions.

The impact was palpable. As Monday dawned, the rupee began its cautious ascent,
with the one-month non-deliverable forward suggesting an opening range of 85.40-
85.42—an improvement over the previous close of 85.5325. The market murmured
with the words of a currency dealer: “The excessive positions are being flushed
out now that the RBl has intervened with intent.”

But the war was far from over. Analysts warned that while this recovery was
encouraging, it was unlikely to extend beyond 85.30. Many viewed the dip as an
opportunity to buy dollars, knowing the rupee's challenges remained formidable.
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The rupee's struggles were multifaceted, tied to a global stage where rising US
Treasury yields and uncertainty over President-elect Donald Trump's trade policies
loomed large. With US bond yields at their highest since April, the dollar index stood
firm at 108, casting a long shadow over emerging markets. As one trader put it:
“Unless the trajectory of U.S. yields turns, the rupee will have it difficult.”

Adding to the complexity was the erosion of India's forex reserves, which had
dwindled to a seven-month low, collateral damage from the RBI's interventions. Yet,
in the face of adversity, there was a glimmer of hope. The rupee's real effective
exchange rate (REER), which measures its value against a basket of currencies
adjusted for inflation, painted a more balanced picture. A high REER suggested that
a controlled depreciation could potentially bolster India's export competitiveness.

For now, the RBI's strategy was clear: manage the rupee's volatility and ensure
stability amidst global turbulence. It was a delicate dance, one that required
balancing currency interventions with the broader objectives of monetary policy. As
2025 approached, the rupee's journey was a microcosm of the challenges facing
India's economy—resilient yet vulnerable, driven by the ebb and flow of global
forces.

The rupee's story is a reminder that
currencies, much like nations, are
shaped by the interplay of strength
and strategy. And in this tale, the
RBI emerged not just as a central
bank but as a guardian of India's
economic sovereignty, ensuring
that while the winds of the global
economy may blow, the ship
remains steady.
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Disclaimer: This report has been prepared by the research department of Invasset, is for information purposes only. This report is
not construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or
solicitation would be illegal. Invasset have exercised due diligence in checking the correctness and authenticity of the information
contained herein, so far as it relates to current and historical information, but do not guarantee its accuracy or completeness. This
Document may contain confidential and/or privileged material and is not for any type of circulation and any review, retransmission,
orany other useis strictly prohibited. This Document is subject to changes without prior notice.

The opinions expressed are our current opinions as of the date appearing in the material and may be subject to change from time to
time. Prospective investors are cautioned that any forward looking statement are not predictions and are subject to change without
prior notice. Recipients of this material should rely on their own investigations and take their own professional advice. Invasset or
any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. Invasset. or any of its affiliates or employees do not provide, at any
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the
implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should
rely on their own investigations.

Invasset and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in
this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavour to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that
prevent us from doing so. This reportis not directed to or intended for display, downloading, printing, reproducing or for distribution
to or use by any person in any locality, state and country or other jurisdiction where such distribution, publication or use would be
contrary to the law or regulation or would subject to Invasset or any of its affiliates to any registration or licensing requirement
within such jurisdiction. Invasset may or may not hold any securities discussed in the article in its portfolios. Invasset may or may not
take decisions based on the information contained in the article while curating portfolios for its clients. Without limiting any of the
foregoing, in no event shall Invasset, any of its affiliates or any third party involved in, or related to, computing or compiling the
information have any liability for any damages of any kind.
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