March 05, 2010 BOND MARKET MORNING OVERVIEW
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Yesterday’s Open | 8.18 ) ) o o
Despite a strong rand, bonds remained subdued in listless trade on Thursday with little in the
Yesterday’s High 8.185 way of fresh news to provide direction. There was no palpable reaction from the market to the
news that Moody's Investors Service has assigned an A3 rating to the new $2bn, 5.5% global
Yesterday’sLow | 815 bond issue from the Republic of South Africa as the rating didn't deviate from expectations.
R157's Yesterday’s Close | 8.15
Overview Today Open up: Today’s Prediction:
Given 8.15
Taken 814 ¢ Range[8.18:8.12]
Double (07h45) 8.16/8.15
Government inflation linked bond auction
Issue size : R 600 million, consisting of:
Today: e R197's MTM (04.03.2010) : 3.320%
e R202's MTM (04.03.2010) : 3.350%
e R210's MTM (04.03.2010): 3.350%
Auctions
Yesterday'’s No ACSA Auction yesterday - Next auction in May only
results:
Long-dated U.S. Treasury prices rose on Thursday as traders bought them to close out hedges and a
gloomy report on pending home sales revived a safety bid for government bonds. The gains on long-
dated Treasuries were capped by a drop in weekly jobless claims in advance of Friday's closely watched
government payrolls data. Also, a successful sale of 10-year Greek government notes raised optimism
) US 10-year note : the debt-heavy nation has contained its fiscal problem and reduced the safe-haven allure of Treasuries.
International Today 361
' The Treasury said yesterday it will sell $74 billion of notes and bonds next week. It will auction $40 billion
in 3- year notes on March 9, $21 billion in 10-year debt the next day and $13 billion in 30-year bonds on
March 11.
The rand rallied in the afternoon session on Thursday, breaking a key level of R10.25 against the euro. The local
$/R R7.4550 currency also tested R7.42 against the dollar.
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News

SA: In its rating review of South Africa's $2bn bond issue on Thursday, Moody's said that the government will continue to have
relatively low external debt vulnerability, even with the stepped-up issuance, since it is starting from a low base. As a proportion of its
total debt, foreign currency debt will actually decline because of increased borrowing requirements domestically. At a national level,
external vulnerability is also quite low compared to the country's A-rated peers, in spite of ongoing current account deficits. It added
that the Reserve Bank of South Africa has been accumulating foreign exchange in the past seven years when capital account
surpluses regularly exceeded the current account deficits, and its net reserves position is in surplus by nearly $39bn.

South Africa is looking at the impact of the carry trade on its rand currency and is weighing its options to curb currency volatility, the
country's finance minister said on Thursday. Pravin Gordhan ruled out the adoption of capital controls but noted that the
International Monetary Fund (IMF) seems to be shifting its thinking on restrictions on the movement of capital. "We have made a
commitment that we will lean against the wind... we want less volatility," Pravin Gordhan told a business presentation at Bloomberg.
"We are... looking at the impact of the carry trade more carefully and the options we have to assist the currency to have less
volatility," he said, adding that the government was assisting the central bank to build up reserves to have a buffer during bouts of
sharp currency swings. The carry trade involves investors borrowing currencies with low interest rates and investing it in high-yielding
currencies.

"Conservative bureaucrats" continued to drive government's economic policies, the Congress of SA Trade Unions said on Thursday,
likening the current government to the previous administration. "The government continues with the tendency inherited from the
previous administration, to ignore policy directives it does not like and only implement those areas that the market or capital are
happy with," said general secretary Zwelinzima Vavi at a briefing after a meeting of Cosatu's leadership. "In this regard we are angry
that the Treasury remains infected by the highly organised but conservative bureaucrats who have been driving neo-liberal and
conservative policies for the last 16 years." The union insisted that alliance summit resolutions should form the basis for the
country's policies.

South Africa will meet its power requirements for this World Cup year but further ahead the situation is much tighter, state utility
Eskom's acting chairman and chief executive Mpho Makwana said on Thursday. Makwana told Reuters in an interview Eskom's
power margin between supply and demand will be a maximum 3,000MW in 2011, even tighter than in 2010's World Cup year. "This
year we will generate 40 700MW against demand of just under 36 000MW, giving a margin of 3 000MW," Makwana said. "But in
2011 the reserve margin will be even tighter," he said, adding Eskom was importing power from neighbouring countries and buying
power from independent power producers in 2010 to ensure adequate supplies during the World Cup.

A SASOL application to the Competition Commission for leniency has opened a can of waorms in the oil industry. The commission said
yesterday it had found that major oil companies had fixed their bitumen prices. The commission ruled against Chevron SA; Engen;
Shell SA; Total SA; Masana Petroleumn Solution (BP is a shareholder in the black-owned Masana); the Southern African Bitumen
Association (Sabita), a nonprofit organis ation for producers; Sasol; and Tosas, a Sasol subsidiary, which accounts for nearly all of SA's
bitumen market. They compete in the supply of bitumen and bituminous products, which are used mainly to tar and rehabilitate

roacs.
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