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INTEREST RATES (%)

CCY
3M LIBOR
6M LIBOR
3Y IRS
5Y IRS

USD
3.94250
3.93000
5.20
5.69

GBP
5.24250
5.25000
5.59
5.69

JPY  
0.06750
0.07625
0.22
0.50

EUR
4.50875
4.41563
4.69
4.98
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NEWS and VIEWS

The U.S. unemployment rate declined in May as employers cooled off on job-cutting ardor, giving investors a reason to believe that the economy may pick up. The unemployment rate fell to 4.4%; economists had expected the rate to rise to 4.6% from 4.5%. But at the same time, Manufacturing was still struggling; the sector lost 124,000 jobs in May, bringing its total to 470,000 jobs losses for the year. Meanwhile, The NAPM business index fell to 42.1 from 43.2 in April. Economists expected a 43.5 reading. (Readings below 50 indicate a contraction in activity, while numbers above 50 denote growth.). So the saga of mixed data continues!

Amidst all the gloomy predictions, Richard Cavanagh of The Conference Board, a New York based forecasting body stands alone with his optimism. He sees 3% growth this year and inflation fears next year. This is not to say we endorse his view. We mention it, because its better not to get carried away by the gloom-doom predictions that economists around us are churning out like there is no tomorrow. After all, we are 2.5% below where we were in terms of U.S. rates 5 months ago! Maybe 2.75%-3.00% by the end of this month. So, let’s keep things in perspective here - economic recovery by next year is not really outside the realms of possibility! Keep praying, and St Greenspan may just deliver yet again!

IDEA FOR THE WEEK – 1 Year Principal Guaranteed Corridoor Deposit



Principal Amount


USD 10,000,000
Client Receives 
6 month $ Libor + 100 bps (subject to Libor setting within specified range)
Libor Range

Quarter 1
: 3.45% - 4.25%



Quarter 2: 3.25% - 4.25%



Quarter 3: 3.25% - 4.50%



Quarter 4: 3.25% - 4.50%
Opportunity for the Client
Currently, 3 month $ Libor is at 3.9425%. With another 25bp cut expected, Libor should go down some more, and at most perhaps to 3.50%. After that, it should be stable there with very little chance in the next one year to significantly retrace any of its losses. Given that, this is a great chance for investors (particularly banks with surplus USD funds) to get a significant pick-up on Libor with fairly low risk. A point to note about this structure is that the client will get interest (L+100) only for those days in which Libor fixes strictly between the stated ranges for the particular quarter. The client gets zero interest on the days in which Libor fixes outside the relevant range. 

CURRENCY AND INTEREST RATE FORECASTS

CCY
Jun 30,01
Sep 30,01
Jun 30,01
Sep 30,01

USD


3.75%
3.75%

GBP
1.4500
1.5000
5.25%
5.25%

JPY
125.00
130.00
0.30%
0.30%

EUR
0.8500
0.9500
3.00%
3.00%

Derivatives Desk: Anindya Dutta on (000)8008521109 or (852)28267850 Fax:2530 3676 and Akash Sen on (22)2351804-10. Fax: 2351805/13.

While every effort has been made to ensure the reliability of the information provided above, Crédit Lyonnais does not accept any responsibility for the same. 
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