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Nostro Account, Vostro Account and LORO Account 

 

1. Nostro Account [Ours account with you] 

 

This is a current account maintained by a domestic bank/dealer with a foreign bank in foreign currency. 

 



Example: Current account of SBI bank (an Indian Bank) with swizz bank in Swizz Franc. (CHF) is a Nastro 

account. 

 

 
Nostro Account of Indian Bank 

 

2. Vostro Account [Yours account with us] 

 

This is a current account maintained by a foreign bank with a domestic bank/dealer in Rupee currency. 

 

Example: Current account of Swizz bank in India with SBI bank in Rupee (Rs.) currency. 

 

 
Vastro Account of Swizz Bank 

 

3. Loro Account [Our account of their Money with you] 

 

This is a current account maintained by one domestic bank on behalf of other domestic bank in foreign bank in a 

foreign currency. 

 

In other words, Loro account is a Nastro account for one bank who opened the bank and Loro account for other 

bank who refers first one account. 

 

 

Example: SBI opened Current account with swizz bank. If PNB refers that account of SBI for its correspondence, 

then it is called Loro account for PNB and it is Nostro account for SBI. 

 

 
1. Nostro Account of SBI 

2. PNB refers a/c of SBI for its transaction 

then it is called Loro account for PNB. 

Exchange Position: 

 

Exchange Position (for CHF currency) of an Indian bank will affect by: 

 

 Purchase/ Sale of foreign currency, (the purchase/ sale of currency may be spot or forward). 

 Issue, Cancellation of DD. 
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 Purchase/ Sale of Bill Receivable. 

 Remittance of foreign currency. 

 

Cash Position (Nostro Account): 

 

 SPOT purchase/sale of foreign currency (CHF) (Forward purchase/sale of CHF do not affect Nostro account 

because there is no delivery of currency as on today) 

 Receipt/ Payment in CHF. 

 

Note: 

 

SPOT purchase/sale of GHF affects both exchange position as well as Nostro account. 

However, forward purchase/sale affects only the exchange position. 

 

Transaction through DD 

 

 At the time of issuing DD Indian bank will decrease its exchange position. i.e. (Bank Book). 

 Nostro account will decrease only after presenting DD by Mr. X to his banker. 

 If before presenting DD it will cancel, then Indian bank will increase its exchange position. 

 

Transaction through Bill receivable 

 

 Bank buys will bills receivable (Pay Rs.) 

 Indian bank will increase exchange position. 

 After present on Maturity: Nastro account of Indian bank will increase. 

 If B/R dishonor, Indian bank will decrease exchange position and in this case there will be no effect on Nostro 

account. 

 

QUESTION NO. 5       
 

You as a dealer in foreign exchange have the following position in Swiss Francs on 31st October, 2009:  

 Swiss Francs (SF) 

Balance in the Nostro A/c Credit 1,00,000 

Opening Position Overbought 50,000 

Purchased a bill on Zurich 80,000 

Sold forward TT 60,000 

Forward purchase contract cancelled 30,000 

Remitted by TT 75,000 

Draft on Zurich cancelled 30,000 

What steps would you take, if you are required to maintain a credit Balance of Swiss Francs 30,000 in the Nostro A/c 

and keep as overbought position on Swiss Francs 10,000?  

 

Solution: 

 

Exchange Position/Currency Position:  

Particulars Purchase SF Sale SF 

Opening Balance Overbought 50,000 — 

Bill on Zurich 80,000 — 

Forward Sales - TT — 60,000 

Cancellation of Forward Contract — 30,000 

TT Sales — 75,000 

Draft on Zurich cancelled 30,000             — 



 1,60,000 1,65,000 

Closing Balance Oversold 5,000 — 

 1,65,000̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅ 1,65,000̅̅ ̅̅ ̅̅ ̅̅ ̅̅ ̅ 
Cash Position (Nostro A/c) 

 Credit (SF Comes) Debit (SF Goes) 

Opening balance credit 1,00,000 — 

TT sales —            75,000 

 1,00,000 75,000 

Closing balance (credit) —            25,000 

 1,00,000 1,00,000 

 

Decision: 

 

1. The Bank has to buy spot TT SF 5,000 to increase the balance in Nostro account to SF 30,000.  

2. This would bring down the oversold position on SF as Nil.  

3. Since the bank requires an overbought position of SF 10,000, it has to buy forward SF 10,000.  
 


