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INTEREST RATES (%)

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

USD
3.81000
3.87625
5.21
5.71

GBP
5.27375
5.35547
5.84
5.89

JPY  
0.08000
0.09000
0.22
0.46

EUR
4.47175
4.42075
4.72
4.99
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NEWS and VIEWS

We’ve been off your screens for a couple of weeks now. But then, we’ve also met a lot of you individually to exchange ideas. So barring the 25 bp move from Mr. Greenspan (which now brings the total cut in Fed Funds rate to 2.75% this year), you haven’t missed much. The data overall continues to be pretty positive, barring unemployment figures released last week. But then, these figures in our opinion show only that the pace of recovery will be slow, and cast no doubts on the recovery itself. Naturally the big fall in treasuries that followed the 25 bp cut was not sustainable, and the prices have corrected since then by about 10-15 bp on the yield. We continue to maintain however that the forward are still too high, and structures that sell the steepness will bring the best results in terms of helping reduce the cost of hedge.  

Looks like everyone who has the inclination is ready to sell into any Euro or Yen rally! The much awaited ECB rate cut on Thursday failed to materialise. Members talked about a weak Euro posing an additional inflationary risk, and maintained that Germany is in real danger of succumbing to a stagflationary situation with a weak economy and rising prices. Looks like last century’s hyperinflation lessons have not been forgotten by German economists! 

IDEA FOR THE WEEK – 2 Year USD Single Barrier Swap



Notional Amount


USD 25,000,000

Client Receives                 
3 month USD Libor + 1% (on a daily accrual basis) as long as Libor remains below the following barriers


H1
: 4.50%

H2
: 5.00%


H3
: 5.50%

H4
: 5.75% , and

Zero interest for the days in the 6 mth when Libor sets at or above the respective barrier
Client Pays
3 month USD Libor


Opportunity for the Client
The 3month Libor is at 3.81%. The U.S. will probably see one more cut after this. More importantly, with unemployment figures what they are, recovery is going to be slow. There is thus little reason to see Libor going up rapidly. Given this, the swap provides a good opportunity to reduce the cost of debt for the next two years. The risk is of course that for some days in the two year period, the client will not receive any interest from CL but will have to pay interest for those days to the lender as well as CL. But with a prudent combination of Barriers and payoff above Libor, this risk can be reduced. 

CURRENCY AND INTEREST RATE FORECASTS

CCY
Sep 30,01
Dec 31,01
Sep 30,01
Dec 31,01

USD


3.50%
3.75%

GBP
1.4300
1.4500
5.25%
5.25%

JPY
126.00
130.00
0.30%
0.30%

EUR
0.8500
0.8800
3.00%
3.00%

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)235 1808/9,. Fax: 2351813.

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. 

_983012850.doc


CREDIT LYONNAIS







ERIVATIVE







D







S












_1056175784.xls
Chart1

		1Y		1Y

		2Y		2Y

		3Y		3Y

		5Y		5Y

		7Y		7Y

		10Y		10Y



&A

Page &P

MATURITY

YIELD

5.18

5.3

5.46

5.68

5.85

6



Chart2

		1Y

		2Y

		3Y

		5Y

		7Y

		10Y



&A

Page &P

5.18

5.3

5.46

5.68

5.85

6



Sheet1

		CCY		1Y		2Y		3Y		5Y		7Y		10Y

				4.05		4.71		5.21		5.71		5.98		6.22								PG19908

				3.4		3.93		4.25		4.7		4.9		5.24

				4.78		5.65		6.04		6.32		6.51		7.08



&A

Page &P



Sheet1

		



&A

Page &P

Swap Curve

T-Yields

6ML Implied Fwd

3ML Implied Fwd




_974531458

