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INTEREST RATES (%)

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

USD
5.08250
4.96875
5.31
5.57

GBP
5.64828
5.55531
5.56
5.62

JPY  
0.26000
0.23875
0.35
0.67

EUR
4.75750
4.64875
4.74
4.91
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NEWS and VIEWS

Mr. Greenspan quelled talk of an inter-meeting cut in the Fed Funds rate with his speech last week, ruling out any moves before the 20th . But he also presented a scenario that was surely less optimistic than he had communicated two weeks ago in the first part of the testimony. To the delight of the bears, he concurred with the view that the downturn is likely to continue, and hence more cuts would be forthcoming in the future. Consumer confidence was down, but retail sales were up last week. So clearly, there is reason to hope that the much hyped (and berated) V-shape recovery is on the cards. There is talk again in New York of a 25 bp easing on March 20th rather than 50 bp, as we send this report The majority view continues to be 50 bp however, and that also remains our prediction.  

The BOE meets this week, but is unlikely to touch rates, as is the case with the ECB.

We predicted an interesting budget - we got far more than we bargained for! It now depends on how much will the government has to achieve what it has promised, and how supportive the allies will be. FIMMDA meets next week in Jaipur. Will someone do something about the USD/INR CIRS market? 

IDEA FOR THE WEEK – 5 Year Performance Swap



Notional Amount


USD 25,000,000

Client Receives                 
6 month USD Libor

Client Pays
4.75% when Libor is between 4.75% and 6.25%

Libor, when Libor is above 6.25%


5.50%, when Libor is below 4.25%
Opportunity for the Client
The down-move in swap rates seems to have subsided for the moment. This is a good time to look at a performance swap, which gives very reasonable levels at this time. The client gets fixed rate protection at 4.75%, with a  knock-out at 6.25%. Between 4.25% and 4.75%, the client gets to enjoy the down-move in Libor. If rates go below 4.25% for any length of time, then the client pays, 5.50%. To put this in perspective, a client looking for a fixed hedge for 5 years today would pay 5.50% in any event, while in this swap, it is almost a worst case scenario!

CURRENCY AND INTEREST RATE FORECASTS

CCY
Mar 31,01
Jun 30,01
Mar 31,01
Jun 30,01

USD


5.00%
5.00%

GBP
1.5000
1.5500
5.75%
5.50%

JPY
120.00
125.00
0.30%
0.30%

EUR
0.9600
1.0000
3.50%
3.25%

Derivatives Desk: Anindya Dutta on (000) 800 852 1109 (Toll Free Line from India) or (852)2826 7850 Fax:2530 3676 and Akash Sen on (22)262 2903/4, 2692532/3, 261 2313. Fax: 2612603, 2671830.

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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