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FT .com

FINANCIAL TIMES

Dollar spot and forward rates

Thursday 1 April, 2003
Spot One month Three months
UK 1.8574 1.8527 1.8424
Euro  1.2366 1.2356 1.2336

which give implied expected depreciations of the dollar of . . . .

One month Three months
UK -0.25% -0.81%
Euro —0.081% -0.24%

International money market rates

US Treasury Bond (1 year): 1.266%
Eurocurrency bonds (1 year): 2.031%
UK Government bond (conv., lyear): 4.719%

Interest parity:
For dollar-euro: Dy ~i, ~i, =-0.765% .

For dollar-pound: Df =i, —l': =-3.453%

One year
1.7974
1.2278

One year
-3.20%
-0.71%

Compare these with the depreciation rates implied by forward rates.

Note: we can also infer that the euro is expected to appreciate against the

pound.
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Rudi Dornbusch Is Dead at 60

When I was in graduate school, Rudi Dornbusch was one of four
macroeconomists who had bet their reputation on a theory-based prediction
of what the future would hold, and had been right. Milton Friedman and Ned
Phelps had bet that the low unemployment-low inflation prosperity of the
1960s was ephemeral, and they were right. Bob Shiller had bet that stock
market indices would follow not a random walk but instead exhibit
substantial mean reversion in the long run, and subsequent events have
proved him right. Rudi Dornbusch had bet--back in the 1970s--that floating
exchange rates would turn out to be extraordinarily volatile animals, and he
turned out to be right.

Not only was he a brilliant thinker with a deep well of knowledge about the
world and a tremendous concern for how to make the world a better place,
but whenever we graduate student types saw Rudi, it was immediately
apparent to us just how much fun he was having being an economist.

Brad DeL.ong, Berkeley
July 28, 2002
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