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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 | 8.26 ) ) )
South African bonds lost up to 6.5 basis points on Tuesday after the release of better than
Yesterday’s High 8.33 expected GDP data which some economists believe has closed the door on further interest rate
cuts.
Yesterday’s Low 8.255
R157’s Today’s Prediction:
1]
Overview Yesterday’s Close | 8.32
Today : e Range[8.36:8.30]
Given -
Taken -
Double (08h00) 8.33/8.32
No Eskom Auction Today
e This as aresult of the electricity Tariff announcement by Nersa today.
Today: e  The next auction is scheduled to take place on 10 March 2010.
Auctions
Weekly Government Bond Auction
. R1100m - R207's - MTMan 22.02.2010 : 9.070%
Yesterday’s - Allotted R1100m @ 9.070%. Bid to cover ratio: 2.8 times.
results: . R1000m - R209’'s - MTM on 22.02.2010 : 9.100%
- Allotted R1000m @ 9.110%. Bid to cover ratio: 2.7 times.
Treasuries fell, eroding the biggest rally since December, before a U.S. report that economists said will
show new-home sales increased in January and as the government prepared to sell $42 billion of five-year
notes. U.S. debt headed for a loss in February as reports this month showed employment and housing
International US 10-year note : improved, while President Barack Obama increased debt sales to a record as he borrows to sustain the
Today 3.70 | expansion. The Treasury is scheduled to auction $32 hillion of seven-year securities tomarrow, the last of
four sales totalling an unprecedented $126 billion for a single week.
The rand continued its range bound trade in the afternoon session on Tuesday. Earlier, the local currency had
$/R R7.7650 briefly firmed an better than expected GDP figures.
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News

SA:

The country is bracing itself for one of the most painful economic measures for the past 20 years - the multi-year electricity tariff
decision by the National Energy Regulator (Nersa). Any increase of 25% to 35% is expected - repeated for three successive years to
provide for Eskom's construction programme. The decision has to pave the way for a private electricity industry and the partial
privatisation of Eskom. Without partial privatisation the increase would have to be the 45% the utility initially proposed last October.
The proposal was subsequently reduced to 35% on condition Eskom be permitted to sell up to 49% of its planned Kusile power
station. On Tuesday Brian Kahn, economic adviser to Reserve Bank governor Gill Marcus said that it was unlikely that these increases
would be less than 30%, despite the proposal by the Genesis research group which, on behalf of the chemical industry and AngloGold
Ashanti, had proposed a 25% increase.

Data released by Stats SA showed that South Africa's real gross domestic product (GDP) at market prices on a guarter-on-quarter
(g/q) seasonally adjusted annualised (saa) basis rose by 3.2% in the fourth quarter of 2009 after +0.9% in the third quarter of 2009.
Q4 growth was expected to have come in at +2.6% according to an I-Net Bridge survey of leading economists. The range of forecasts
for the survey, among eight economists, was from 1.4% q/q to 3.2%. For 2009 GDP came in at -1.8% y/y compared with +3.7% in
2008. There were no revisions to any of the quarters in 2009.

South African Reserve Bank Governor Gill Marcus on Tuesday firmly ruled out trying to manipulate the rand to an ideal exchange rate
level and described calls for the nationalisation of the institution as "nuts". "l don't think we will take the approach of targeting a
level. It is complex and has a lot of issues around it," she told Parliament's portfolio and select committees on finance. "We do not
even have a view of what an ideal exchange rate will be." Marcus again rejected any notion that the central bank would seek to
stabilise the much-traded local currency by aggressively building up its farex reserves. "You have to be brave and you have to have big
pockets. You will be taken on," she warned. Marcus saw a recent public debate about the mandate of the central bank as in fact being
about the different factors, such as job creation, the bank had to take into consideration when making decisions.

South Africa is coming out of its first recession in almost two decades reasonably quickly, Reserve Bank Governor Gill Marcus said on
Tuesday, as data showed the economy growing late last year. Official figures showed South Africa's GDP expanded by 3.2% in the
fourth guarter of 2009 on a seasonally-adjusted and annualised basis. "Various short-term indicators also show South Africa coming
out of the recession reasonably rapidly," central bank chief Marcus told a parliamentary commitee. Africa's biggest economy exited its
first recession in 17 years in the third quarter of 2009 and Reserve Bank chief economist Monde Mnyande told the committee
indications were the economy continued to improve in the first quarter of the year. "This onset of recavery should confirm the Bank's
and National Treasury's growth faorecast for the year at around 2% to 2.3%," Mnyande added. Marcus said monetary policy remains
directed towards containing inflation. The central bank has cut rates by 500 basis points since December 2008, and left the repo rate
flat at 7.0% at its last four meetings. "It's very clear that, when you have an explicit inflation target or a mandate that is explicit, the
role of the central bank is to cut inflation, and what this is doing is saying to you 'we don't expect you to act in an extreme manner but
you act in the best interests of the economy'," Marcus said. She also said it was not the job of the Reserve Bank to create jobs.
Finance Minister Pravin Gordhan said last week he had written to the Reserve bank stressing the need for it to be flexible in its

approach. I :
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