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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 | 8.28 ) )
South African bonds on Thursday gave back some of the strong gains notched up the day before
Yesterday’s High 8.33 on what was perceived as a bond-friendly Budget. After Wednesday's rally the market was now
in a consolidative phase, with attention now focused on a heavy data period ahead. GDP, CPI,
Yesterday’sLow | 8.265 PPI, money supply and trade data are all due for release next week. Also on the radar is Nersa's
R157’s decision on the Eskom tariff increase - due on the 24th.
Overview Yesterday’s Close | 8.27
Today: Today’s Prediction:
Given -
Taken 8.30 e Range[833:8.25]
Double (08h00) 8.31/8.30
Government inflation linked bond auction
Issue size : R 600 million, consisting of:
Today: e R197's MTM (18.02.2010) : 3.310%
e R202's MTM (18.02.2010) : 3.320%
e R210°s MTM (18.02.2010): 3.340%
Auctions
TCTA auction
Maximum of R100m :
Yesterday’s .
results: e  WS04's - trading 67.5 bps above the R157. MTM on 17.02.2010: 8.930%
' - Allotted R120 million @ 8.945%. Bid to cover ratio: 2 times.
U.S. Treasury debt prices fell on Thursday after the Federal Reserve raised the discount rate it charges
banks for emergency loans, with losses more pronounced at the shorter end of the market. This is the
first time the Fed has increased any of its key lending rates in the aftermath of financial crisis. The Fed
said the discount rate would be increased to 0.75 percent from 0.50 percent, effective Friday.
International 1l_lsd10-yearnote: 378 Treasuries had already traded lower through the day as investors began pushing down prices ahead of
oday ' next week's scheduled record sale of government debt and as manufacturing data supported views of an
economic recovery. The government said on Thursday it would auction a record $126 billion in coupon
debt next week, including the first sale of 30-year Treasury Inflation Protected Securities. While the
supply figures were in line with expectations, traders sought to move prices to attractive levels for the
auctions.
The rand was little changed in the afternoon session on Thursday, tracking the euro which held up well against
$/R R7.6500 the dollar following earlier losses.
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News

SA:

Congress of SA Trade Unions general secretary Zwelinzima Vavi was disappointed that the strides made in the alliance on monetary
policy did not filter into Finance Minister Pravin Gordhan's Budget. He said that resolutions at the ANC, Cosatu, SA Communist Party
alliance summit last year showed that parties were "closing the gap" on policy. However, Gordhan's budget did not reflect this, Vavi
said at Cosatu House in Johannesburg on Thursday. He welcomed Gordhan's letter to SA Reserve Bank (Sarb) Governor Gill Marcus
which sought to clarify the role of the Sarb. There was "reason to say" that progress was made on the role of the Sarb. "Regrettably
that is taken forward in the context of a policy the minister knows there's no consensus around," said Vavi. "... There is the issue of
the mandate which the letter seeks to clarify, but there is the issue of the policy that informs that mandate, which is absolutely
wrong. "[That is] inflation targeting, and you know, there's not even an attempt to meet us halfway, at least to change the band from
3% to 6% to something else that is much more manageable." At an alliance summit in November, it was agreed that an alliance task
team concentrate on broadening the Sarb's mandate.

The skills gained from the infrastructure developments for the World Cup soccer tournament have enhanced South Africa's ability to
tackle mega projects. This is one of the principal benefits the country will derive from the soccer tournament, reckons Finance
Minister Pravin Gordhan. Total expenditure on the tournament amounts to R33bn, most of which has been spent on stadiums
(R11.7bn) and transport (R12.95bn).  About 130 000 jobs were created in constructing the stadiums. The construction of the
stadiums brought social benefits worth R7.4bn, R2bn of which went to low-income households. The effect of the soccer tournament
on real GDP growth between 2006 and 2012 is 0.25%. For 2010, real GDP growth is 0.4%, and the spectacle will contribute an
estimated R4.9bn to real GDP. This is based on the premise that the tournament will attract 450 000 visitors.

The government can wait a year or two before it has to decide whether it will need to raise taxes, the head of the Treasury’s budget
office, Kuben Naidoo, told Parliament yesterday. This came after Finance Minister Pravin Gordhan warned in his budget speech that
the government might have to raise taxes in future to fund its public spending commitments. But he made it clear that the tax
burden would not be raised this year, and said the government would prefer to increase revenue through broadening the tax base and
improving tax compliance. Tax revenue is expected to have fallen more than 5% in the current fiscal year as a result of last year’s
recession and Gordhan said tax revenue growth was likely to lag the economic recovery. He has budgeted for a rise in revenue of only
9,6% in the coming (2010-11) fiscal year, less than anticipated in October's medium-term budget even though he now expects
economic growth of 2,3%, against the 1,5% predicted in October. Naidoo said that if tax revenue did not recover to its pre-recession
level within a couple of years, the government would have to adjust its spending and revenue plans. But it did not have to take a
decision now, given its strong fiscal position. Gordhan has pledged to reduce the budget deficit from an expected 7,3% of gross
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