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Dollar Rally – Long in the Tooth 
INDIA STRATEGY 

September 28, 2023 

Dollar Index Peaking at 108-109 
§ The US Dollar has been riding on the coattails of a weaker Yen, Euro, and Sterling. 

Indication of a terminal policy rate from the ECB and BoE and policy divergence of 
BoJ has resulted in a jump in the Dollar against the basket of currencies. However, 
the Fed’s policy rate at 5.5% is also very much assumed to be the terminal rate given 
the downward revision of Core PCE Inflation  

§ Markets are pricing in a very small probability of further hikes in Fed policy rate, 
which in our view should result in a peak in US Treasury yields  

§ If US sovereign yields have risen, yields on German Bunds, Japanese Bonds and UK 
Gilts have also hit multi-year highs, retaining their spread with US Treasuries 

§ Bank of Japan has indicated that it will aggressively intervene in FX markets, if 
USD/JPY breaches 150 mark 

§ Higher US Yields are just not the consequence of interest rate trajectory but also 
now a function of higher US Market borrowing and falling foreign ownership of US 
Treasuries 

§ Although there is no recession risk, we see the US economy slowing down in early 
2024, manifested by the exhaustion of excess household savings and rising debt 
delinquency rates. The lagged impact of policy rate hikes will be evident in 2024, 
interest rate changes generally work with a lag of 18 months   

§ A Higher US dollar amid rising Government Debt and widening Fiscal shortfall is not 
justifiable  

§ We see the Dollar Index peaking at the 108-109 mark 

 Indication of a Pause on the interest rate by the ECB, and BoE and 
inaction by BoJ has triggered a rally in Dollar Index… 

 
Source: Bloomberg, YES Sec 
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  …however, interest rate futures are also pricing in a status quo on the Fed policy rate for the next 12 
months… 

 

 
Source: CME, Bloomberg, Yes Sec 

 …core inflation in the US is seen tilting lower, while Real Yields remain elevated, which does not warrant 
any further rate hikes 

 

 

Source: Bloomberg, YES Sec 

  Higher inflation in Europe, UK and Japan has driven their sovereign yields higher, keeping the spread with 
the US Treasury in a familiar range, which does not justify a burgeoning rise in the Greenback 

 
Source: Bloomberg, YES Sec 
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  Bank of Japan has vehemently conveyed to intervene in FX markets if USD/JPY breaches 150, we are on 
the cusp of it 

 
Source: Bloomberg, YES Sec  

 US Yields have also risen due to higher US Government market borrowing and falling holdings of major 
foreign investors in US Treasuries. Higher US Market Borrowings and falling foreign ownership of Treasuries does 
not spell any sort of exuberance for the US Dollar 

  
Source: Bloomberg, YES Sec 

 550bps hike in Fed rates will have its impact on the economy with a lag… 

  
Source: Bloomberg, YES Sec. Note: Interest Rate Hike Effect on GDP is derived from US Federal Reserve MPS Model (1995). Consumer Spending Growth for 2023-2025 are 
projections 
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  …bottom 80% of US Households have exhausted their excess savings, a precursor to an impending 
slowdown. Credit Card Delinquencies of US Small Banks surpass GFC levels amid rising interest rates, while Large 
Banks are also seeing a rise 

  
Source: Bloomberg, YES Sec 

 Higher US Dollar juxtaposes rising Government Debt and widening Fiscal shortfall 

  
Source: Bloomberg, YES Sec 
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DISCLAIMER 

Investments in securities market are subject to market risks, read all the 
related documents carefully before investing. 

The information and opinions in this report have been prepared by YSL 
and are subject to change without any notice. The report and 
information contained herein are strictly confidential and meant solely 
for the intended recipient and may not be altered in any way, 
transmitted to, copied or redistributed, in part or in whole, to any other 
person or to the media or reproduced in any form, without prior written 
consent of YSL. 

The information and opinions contained in the research report have 
been compiled or arrived at from sources believed to be reliable and 
have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, 
completeness, authenticity or validity. No information or opinions 
expressed constitute an offer, or an invitation to make an offer, to buy or 
sell any securities or any derivative instruments related to such 
securities. Investments in securities are subject to market risk. The value 
and return on investment may vary because of changes in interest rates, 
foreign exchange rates or any other reason. Investors should note that 
each security's price or value may rise or fall and, accordingly, investors 
may even receive amounts which are less than originally invested. The 
investor is advised to take into consideration all risk factors including 
their own financial condition, suitability to risk return profile and the 
like, and take independent professional and/or tax advice before 
investing. Opinions expressed are our current opinions as of the date 
appearing on this report. Investor should understand that statements 
regarding future prospects may not materialize and are of general 
nature which may not be specifically suitable to any particular investor. 
Past performance may not necessarily be an indicator of future 
performance. Actual results may differ materially from those set forth in 
projections. 

Technical Analysis reports focus on studying the price movement and 
trading turnover charts of securities or its derivatives, as opposed to 
focussing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates 
accept no liabilities for any loss or damage of any kind arising out of the 
use of this report. This report is not directed or intended for distribution 
to, or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction, where such 
distribution, publication, availability or use would be contrary to law, 
regulation or which would subject YSL and associates to any registration 
or licensing requirement within such jurisdiction. The securities 
d e s c r i b e d  h e r e i n  m a y  o r  m a y  n o t  b e  e l i g i b l e  f o r  s a l e  i n  a l l  

jurisdictions or to certain category of investors. Persons in whose 
possession this document may come are required to inform themselves of 
and to observe such restriction. 

YES Securities (India) Limited distributes research and engages in other 
approved or allowable activities with respect to U.S. Institutional 
Investors through SEC 15a-6 rules and regulations under an exclusive 
chaperone arrangement with Brasil Plural Securities LLC. The views and 
sentiments expressed in this research report and any findings thereof 
accurately reflect YES Securities (India) Limited analyst’s truthful views 
about the subject securities and or issuers discussed herein. YES 
Securities (India) Limited is not registered as a broker-dealer under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is 
not a member of the Securities Investor Protection Corporation ("SIPC"). 
Brasil Plural Securities LLC is registered as a broker-dealer under the 
Exchange Act and is a member of SIPC. For questions or additional 
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call 
+1 212 388 5600. 

This Research Report is the product of YES Securities (India) Limited. YES 
Securities (India) Limited is the employer of the research analyst(s) who 
has prepared the research report. YES Securities (India) Limited is the 
employer of the YES Securities (India) Limited Representative who is 
responsible for the report, are responsible for the content of the YES 
Securities (India) Limited Research Report; any material conflicts of 
interest of YES Securities (India) Limited in relation to the issuer(s) or 
securities discussed in the YES Securities (India) Limited Research Report. 
This YES Securities (India) Limited Research Report is distributed in the 
United States through Brasil Plural Securities LLC (BPS). The research 
analyst(s) preparing the research report is/are resident outside the United 
States (U.S.) and is/ are not associated persons of any U.S. regulated 
broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the 
regulatory licensing requirements of FINRA or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading 
securities held by a research analyst account. This report is intended for 
distribution by YES Securities (India) Limited only to "Major Institutional 
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and 
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by 
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 
6(a)(2). If the recipient of this report is not a Major Institutional Investor 
as specified above, then it should not act upon this report and return the 
same to the sender. Further, this report may not be copied, duplicated 
and/or transmitted onward to any U.S. person or entity. Transactions in 
securities discussed in this research report should be effected through 
Brasil Plural Securities LLC (BPS) or another U.S. registered broker 
dealer/Entity as informed by YES Securities (India) Limited from time to 
time. 
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DISCLOSURE OF INTEREST 

Name of the Research Analyst : Hitesh Jain, Hemant Nahata,  
Keval Shah 

The analyst hereby certifies that opinion expressed in this research 
report accurately reflect his or her personal opinion about the subject 
securities and no part of his or her compensation was, is or will be directly 
or indirectly related to the specific recommendation and opinion 
expressed in this research report. 

Sr. 
No. 

Particulars Yes/No 

1 
Research Analyst or his/her relative’s or YSL’s 
financial interest in the subject company(ies) 

No 

2 

Research Analyst or his/her relative or YSL’s 
actual/beneficial ownership of 1% or more 
securities of the subject company(ies) at the end of 
the month immediately preceding the date of 
publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has any 
other material conflict of interest at the time of 
publication of the Research Report 

No 

4 
Research Analyst has served as an officer, director 
or employee of the subject company(ies) 

No 

5 
YSL has received any compensation from the 
subject company in the past twelve months 

No 

6 

YSL has received any compensation for investment 
banking or merchant banking or brokerage services 
from the subject company in the past twelve 
months 

No 

7 

YSL has received any compensation for products or 
services other than investment banking or 
merchant banking or brokerage services from the 
subject company in the past twelve months 

No 

8 
YSL has received any compensation or other 
benefits from the subject company or third party in 
connection with the research report 

No 

9 
YSL has managed or co-managed public offering of 
securities for the subject company in the past 
twelve months 

No 

10 
Research Analyst or YSL has been engaged in 
market making activity for the subject 
company(ies) 

No 

Since YSL and its associates are engaged in various businesses in the 
financial services industry, they may have financial interest or may have 
received compensation for investment banking or merchant banking or 
brokerage services or for any other product or services of whatsoever 
nature from the subject company(ies) in the past twelve months or 
associates of YSL may have managed or co-managed public offering of 
securities in the past twelve months of the subject company(ies) whose 
securities are discussed herein. 

Associates of YSL may have actual/beneficial ownership of 1% or more 
and/or other material conflict of interest in the securities discussed 
herein. 

Analyst 
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL 
REPORTS 

Analysts assign ratings to the stocks according to the expected 
upside/downside relative to the current market price and the estimated 
target price. Depending on the expected returns, the recommendations 
are categorized as mentioned below. The performance horizon is 12 to 
18 months unless specified and the target price is defined as the analysts’ 
valuation for a stock. No benchmark is applicable to the ratings 
mentioned in this report. 

 

BUY: Upside greater than 20% over 12 months 

ADD: Upside between 10% to 20% over 12 months 

NEUTRAL: Upside between 0% to 10% over 12 months 

REDUCE: Downside between 0% to -10% over 12 months 

SELL: Downside greater than -10% over 12 months 

NOT RATED / UNDER REVIEW 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ABOUT YES SECURITIES (INDIA) LIMITED 

YES Securities (India) Limited (‘‘YSL’’) is a wholly owned subsidiary of YES 
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI) 
registered Stock broker holding membership of National Stock Exchange 
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange (MCX) 
& National Commodity & Derivatives Exchange (NCDEX). YSL is also a 
SEBI-registered Category I Merchant Banker, Investment Adviser and 
Research Analyst. YSL is also a Sponsor and Investment Manager of 
Alternate Investment Fund - Category III (YSL Alternates) and AMFI 
registered Mutual Fund Distributor. The Company is also a registered 
Depository Participant with CDSL and NSDL. YSL offers, inter alia, 
trading/investment in equity and other financial products along with 
various value added services. We hereby declare that there are no 
disciplinary actions taken against YSL by SEBI/Stock Exchanges. 
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