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Gilt yields continued to pull away from the lower levels yesterday despite construction PMI being
weaker than forecast, although it does remain in growth territory. The important part to the PMI data
suite comes today with services; this is forecast to be 53.3. Adam Posen continued his dovish
cooing yesterday, suggesting that further QE to the tune of £75bn may be in order and that they may
buy assets other than gilts. He also said the interbank market has "definitely improved" - oh really?
Lloyds' business barometer has improved to -11 from -23.

Coventry Building Society continued the recent trend of turning towards the covered bond market to
raise term funding with a 3 year (extendable) deal that is due to complete this morning. Please let us
know if you would like further details.

A strong non-farm payroll figure is anticipated from the US today with a forecast of +140,000 (less
than last month, but reflecting an unwind of seasonal employment). Most data out of the US
continues to show encouraging signs and a strong gain today will add to growing confidence. Their
service PMI is due this afternoon and the forecast for that is 53.2. Factory orders are expected to be
+1.5%

No specials in gilt repo, with overnight GC at 0.44/0.42.
We have £500m one month and £1.5bn each of the three and six month Treasury bills on offer at
today's tender. Derek has wrapped up warm and is ready to get you your helping. Today he is

dressed as a brass monkey - enough said!

Have a great weekend.

Sterling Interest Rates

Cash Deposit "Bid" Prices Interest Rate Swap "Mid" Prices
O/night 0.500% SONIA fix 0.5020 2 Year 1.220 %
1 Week 0.500 % 3 Year 1.280 %
2 Weeks 0.500 % 4 Year 1.390 %
1 Month 0.680 % 5 Year 1.560 %
2 Months 0.820 % 10 Year 2.370 %
3 Months 1.060% 3MLIBOR 1.08019 15 Year 2.760%
6 Months 1.380 % 25 Year 3.000 %
9 Months 1.640 % 30 Year 3.030%

1 Year 1.910 %

Matched principal dealing in gilts, CDs, Treasury bills and FRNs.
A quick and efficient service allowing you to deal on the finest prices
without the need for additional brokerage charges.
Repo and derivative prices on request.

Marc Dodd 020 7426 5954 Derek Taylor 020 7426 5972
Dave Price 020 7929 8485 Jane Bailey 020 7929 8484
Alan Simkins 020 7426 5966 Paul Turner 020 7929 8529

Robert den Hollander 020 7426 5992
Mike Crump 020 7929 8531
Crest 7382 Euroclear 10082




The information used here is obtained from sources that we consider to be reliable but its accuracy
and completeness cannot be guaranteed. The opinions and conclusions contained are those of King
Shaxson Limited. ("KS"), and are subject to change without notice. No responsibility is taken for any
losses, including any consequential loss, which may be incurred by acting upon such
recommendations or information.

Whilst all reasonable care has been taken to ensure that the facts stated herein are accurate and that
the forecasts opinions and expectations contained herein are fair and reasonable, neither the author
nor KS has verified the information contained herein and accordingly none of the author, KS nor any
of their respective directors, officers or employees makes any representation or warranty, express or
implied as to the accuracy or completeness of the information or opinions contained herein and shall
not be in any way responsible or liable for the contents hereof and no reliance should be placed on
the accuracy, fairness or completeness of the information contained in this document. No person
accepts any liability whatsoever for any loss howsoever arising from any use of this document or its
contents or otherwise arising in connection therewith. Nothing in this paragraph shall exclude liability
for any representations or warranties made fraudulently. The material does not attempt to describe all
the economic, political, competitive and other factors that underlie any estimates, forecasts, or
opinions, or potential changes that could affect the assumptions on which these estimates, forecasts
and opinions are based. KS makes no representation that the information is current. In particular, but
without limiting the preceding sentence, statements of fact or opinion regarding securities,
investments, financial products, companies, markets, territories or particular circumstances may not
be up-to-date or may not represent the current opinion of K&&SS

Any opinions, forecasts or estimates herein constitute a judgment as at the date of this report. There

can be no assurance that future results or events will be consistent with any such opinions, forecasts

or estimates. This information is subject to change without notice. It may be incomplete or condensed
and it may not contain all material information concerning the Company.

This document does not constitute or form part of and should not be construed as any offer for sale
or purchase of (or solicitation of or invitation to make any offer to buy or sell) any securities nor shall it
or any part of it form the basis of or be relied on in connection with any contract or commitment
whatsoever. The information contained in this transmission is legally privileged and confidential
information intended only for the use of the individual or entity named above. If the reader of this
message is not the intended recipient you are hereby notified that any dissemination, distribution or
copy of this facsimile or any parts of it is strictly prohibited. If you have received this facsimile in error,
please notify us immediately by telephone +44 (0)20 7426 5950 and speak to Compliance).
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