Ui BOND MARKET MORNING OVERVIEW

For any further information or queries please contact:

REGIMENTS SECURITIES Senior Bond Trader: Rosa Smit Tel: (011) 715-0314 RosaS@regiments.co.za
Trainee Bond Trader: Elizabeth Matthysen  Tel: (011) 715-0316 ElizabethM@regiments.co.za
Yesterday’s Open | 8.37
Yesterday's High | 8.38 Bonds gained a few basis points in afternoon trade on Monday on the back of some short-
covering.
Yesterday’s Low 8.32
R157's A well-bid Transnet bond auction also provided some support for the gilt market.
1]
Overview Yesterday’s Close | 8.32 ’ -
Today : Today'’s Prediction:
Given -
Taken 8.31 e  Range[8.35:8.30]
Double (08h00) 8.315/8.305
Weekly Government Bond Auction
Todav: . R1100m - R204's - MTMon 01.02.2010 : 9.000%
Vi R1000m - R186's - MTM on 01.02.2010: 9.130 %
Auctions _
Transnet auction
Issues size : R 300 million consisting of:
, e  TN20's trading 163 bps above the R208’s. MTM on 29.01.2010: 10.820%
Ve“r’da" s - Allotted R20m @ 10.765%
results: e TN23's trading 163 bps above the R186’s. MTM on 29.01.2010: 10.795%
- Allotted R125m @ 10.770%
e  TN27's trading 163 bps above the R186’s. MTM on 29.01: 2010: 10.795%
- Allotted R135m @ 10.770%
U.S. Treasury bonds fell on Monday after a report showed U.S. manufacturing grew at the fastest rate in
more than 5-1/2 years in January, rekindling worries about inflation and curbing safe-haven demand for
bonds. Inflation concerns pushed prices on 30-year Treasury bonds down more than a point as stocks
US 10-year note : gained after the Institute for Supply Management reported accelerated growth in the factory sector last
International | Today 3.67 | month.
Yesterday 3.60
The U.S. will announce tomorrow how many 3-, 10- and 30- year securities it will sell next week.
The rand continued to trade in a narrow range of R7.57-R7.61 against the dollar in late afternoon trade on
$/R R 7.4900 Monday.
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News

SA:

The Kagiso Purchasing Managers Index (PMI) - which measures manufacturing activity - entered 2010 with a bang. The index
increased for the sixth month in a row to 53.6 index points during January from 52.5 in December 2009, Kagiso said on Monday. At its
low of 36.1 points in April 2009, the PMI had fallen by 26.7 index points from the February 2007 peak of 62.8. "The January 2010
reading means that the PMI has already recovered by 17.5 index points from the trough," said Andre Coetzee, head of fixed income at
Kagiso Securities.January was the sixth consecutive month that the PMI increased and also represented the third month in a row
above the important 50 mark that divided manufacturing expansion from contraction. "Four of the five PMI sub-components rose
during January with the employment index leading the gains, posting a 3.7 point rise to breach the 50 level for the first time since
April 2008," Coetzee said. "Although one should not get too excited about a single month's data, the level of the index suggests an
improved outlook for factory job creation at the start of 2010."With Statistics SA's latest retail sales data showing that consumer
demand remained in the doldrums at the end of 2009, the fact that the PMI new sales orders index rose by another 0.7 points to 55.4
in January hopefully signalled an improvement in domestic demand in early 2010. "Manufacturers seem to be reacting to these more
positive trends with output levels, measured according to the business activity index, gaining 1.1 index points to 56.2 in January,"
Coetzee said. The supplier performance index rose marginally to 49.2 points while the inventory index was the only sub-component to
register a decline in January, falling by 3.8 points to 51.8, but still indicating that purchasing managers were acquiring stock - perhaps
in anticipation of continued improved demand conditions."Another positive development is that purchasing managers expect the
factory revival to be sustained," Coetzee said. The expected business conditions index soared to 73.3 points in January to reach a level
last seen in mid-2005. "The positive outlook corrobarates other recent data releases, in particular the further gain registered in the SA
Reserve Bank's leading economic indicator towards the end of 2009," Coetzee said.

Finance Minister Pravin Gordhan said on Monday he would address the central bank's inflation targeting policy when he unveils the
national budget later this month. He did not say if the announcement would be the government's proposal or changes to the policy
already agreed with the central bank. The ruling ANC party's labour union and communist allies want the Reserve Bank's mandate
broadened, saying it is currently too focused on controlling inflation, leading to relatively high interest rates they say have worsened
the plight of the poor. The ANC agreed with its leftist allies [ast year to review the mandate of the central bank and possibly widen it
to include job and economic growth indicators. Nearly one million jobs were shed during South Africa's recession last year, the first in
nearly two decades, and Gordhan said on Monday employment creation was still "a major concern”. The National Treasury said last
week it had decided to asses the effectiveness of inflation targeting with the central bank.

On Monday evening tensions unexpectedly arose when the ANC Youth League on the eve of the annual International Mining Indaba
issued its long-promised discussion document on the nationalisation of mines. Susan Shabangu, the Minister of Minerals, who at the
end of last year essentially threatened the Chamber of Mines with its demise, will open the Indaba on Tuesday.

us:

The market displayed little reaction to U.S. President Barack Obama's budget, which projected a record deficit in 2010. Obama's 2011
budget proposal included measures to stimulate an economic revival amid fresh evidence consumer spending is still sluggish. "The
President certainly highlighted that we're going to be seeing a lot of red ink for a long time to come," said Mary Ann
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