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Japan: The 10yr JGB has been slowly approaching the 0.945% resistance level over the last few days now. The price edged higher again 

after yesterday’s strong 10yr auction and the gains have held today, obviously traders are expecting a weak number for today’s US nonfarm 

payrolls number. The IMF is urging the BoJ to expand monetary stimulus and consider intervention in the currency markets if the yen moves 

excessively. The yen is already very close to the point where the BoJ last intervened, interventions have generally been negative for bond 

prices. 

The Ministry of Finance (MoF) is considering restarting the sale of inflation linked debt, with CPI at -0.3% is that a good idea? If investors 

inflation expectations are actually for more and prolonged deflation, then investors may actually demand a higher yield for the inflation linked 

bonds than for the normal JGBs. The BoJ’s projection is +0.10% for 2012yoy inflation and only for 0.50%yoy for 2013. With commodity prices 

weakening, global demand in the doldrums and the IMF urging the BoJ to provide more stimulus because of weak growth (0.3% for 2011) it is 

unlikely that inflation fears are going to grip Japanese investors anytime soon. Projecting today’s negative inflation forward, simple maths 

would suggest the inflation-linked yield should actually be higher than the normal JGBs. If the aim of the MoF is to lower borrowing costs, at 

this point it would save them only a few basis points at most even using their own projections for inflation. 

USA:  After last month’s nonfarm payroll release of +200k, most analysts are expecting a weaker number today. Immediately after the release 

last month many analysts were saying it was an anomaly and expecting a revision. Consensus for today’s number is +140k, largely attributed 

to part-time holiday parcel delivery workers falling out of the number, Wednesday’s ADP data seemed to confirm this falling from 325k to 170k. 

The 3mo and 6mo average for nfp is 135k to137k. The previous 2 prints above 200k (April and Sept) were followed by a decline the following 

month, clearly the market surprise would come from a higher figure and UST have been hovering near the top end of their trading range for a 

week now. Time for a surprise?

Highlights next week:

Mon 6th – Eurozone Sentix investor confidence, Canadian PMI, Japanese machine tool orders, Fed’s Bullard (centrist) speaks on inflation 

targeting, Fisher (hawk) speaks on economy

Tues 7th – Japanese leading indicators, German industrial production, Canadian building permits, US economic optimism and consumer 

credit, Bk of Canada’a Macklem speaks, US $32bn 3yr

Wed 8th – Japanese economic outlook, German exports, French business sentiment, US mortgage apps, Canadian housing starts, German 

5yrand US $24bn 10yr auction

Thurs 9th – BoE (QE?) & ECB (no change expected- yet) rate announcements, Canadian new house price index, US initial jobless claims & 

Bberg consumer comfort, Japanese 40yr & US $16bn 30yr auctions

Fri 10th - Japanese CPI, German CPI, French & Italian Industrial production, Univ. of Michigan confidence, Belgian auction 
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yield (s/a) yield change yield change return MTD

on day % MTD % (local CCY) Duration

2 yr UKT 2.25 3/14 0.38 -0.02 0.02 -0.04 2.03

5 yr UKT 1.75 01/17 1.06 0.02 0.08 -0.37 4.75

10 yr UKT 3.75 9/20 1.89 0.04 0.12 -0.97 7.34

30 yr UKT 4.25 12/40 3.14 0.06 0.13 -2.19 17.62

2 yr T 0.125 12/13 0.22 0.00 0.01 -0.01 1.90

3yr T 0.25 12/14 0.29 0.00 0.01 -0.02 2.85

5 yr T 0.875 12/16 0.69 -0.01 0.00 -0.01 4.80

10 yr T 2 11/21 1.82 -0.01 0.02 -0.20 8.89

30 yr T 3.125 11/41 3.00 0.01 0.07 -1.23 19.58

2 yr ACGB 6.25 06/14 3.22 0.07 0.04 -0.08 2.21

5 yr ACGB 6 02/17 3.34 0.07 0.03 -0.13 4.45

10 yr ACGB 5.75 05/21 3.72 0.04 -0.00 0.03 7.39

2 yr CAN 1 02/14 0.97 0.02 0.02 -0.04 1.97

5 yr CAN 2.75 09/16 1.26 0.02 0.02 -0.06 4.28

10 yr CAN 3.25 6/21 1.90 0.02 0.02 -0.11 8.14

30 yr Can 4 06/41 2.51 0.01 0.01 -0.20 15.11

2 yr JGB 0.1 01/14 0.12 0.00 0.00 0.00 1.93

5 yr JGB 0.4 12/16 0.31 -0.00 -0.01 0.05 4.55

10 yr JGB 1.1 12/21 0.88 -0.00 -0.01 0.14 8.67

30 yr JGB 2 09/41 1.88 -0.00 -0.02 0.41 19.03

2 yr BKO 0.25 12/13 0.20 0.03 0.05 -0.09 1.84

5 yr OBL 1.25 10/16 0.74 0.02 0.06 -0.29 4.56

10 yr DBR 2 01/22 1.85 0.00 0.06 -0.56 9.06

30 yr DBR 3.25 07/42 2.48 0.02 0.04 -0.78 20.28

2yr BTNS 2  09/13 0.60 -0.13 -0.15 0.25 1.61

5yr BTNS 2.5 07/16 1.64 -0.13 -0.14 0.61 4.23

France 10yr FRTR 3.25 10/21 2.89 -0.14 -0.15 1.28 8.43

30yr FRTR 4.5 04/41 3.65 -0.10 -0.12 2.04 17.17

2 yr NETHER 4.25 07/13 0.26 0.02 0.01 -0.03 1.39

5 yr NETHER 4 07/16 1.05 0.02 0.03 -0.12 4.09

Netherlands 10 yr NETHER 3.25  07/21 2.17 0.00 0.03 -0.20 8.20

30 yr NETHER 3.75 01/42 2.58 0.01 0.03 -0.57 19.71

2 yr RAGB 4.125 01/14 0.62 -0.04 -0.10 0.18 1.90

5 yr RAGB 3.2 02/17 1.87 -0.14 -0.15 0.71 4.61

Austria 10 yr RAGB 3.5 9/21 2.81 -0.08 -0.08 0.66 8.26

25 yr RAGB 4.15 37 3.43 -0.08 -0.10 1.60 16.08

2 yr SWISS 4.25 01/14 -0.00 0.01 0.01 -0.03 1.87

 5 yr SWISS 2 10/16 0.18 -0.00 -0.03 0.11 4.50

Switzerland 10 yr SWISS 2 04/21 0.58 0.01 -0.01 0.12 8.45

24 yr SWISS 2.5 3/36 1.00 0.01 0.01 -0.14 18.90

2 yr SGB 6.75 05/14 1.00 0.07 0.13 -0.28 2.07

5 yr SGB 3 07/16 1.21 0.09 0.12 -0.50 4.16

10 yr SGB 3.5 06/22 1.80 0.06 0.11 -0.95 8.78

30 yr SGB 3.5 03/39 1.80 0.06 0.11 -0.95 18.54

2 yr DGB 5 11/13 0.19 0.02 0.04 -0.07 1.72

5 yr DGB 2.5 11/16 0.76 0.02 0.06 -0.28 4.54

10 yr DGB 3 11/21 1.78 -0.00 0.06 -0.48 8.63

30 yr DGB 4.5 11/39 2.37 0.01 0.04 -0.72 18.20

2 yr SPGB 2.5 10/13 2.18 -0.00 -0.10 0.18 1.70

5 yr SPGB 4.25 10/16 3.53 0.05 -0.05 0.24 4.34

10 yr SPGB 5.5 04/21 4.67 0.08 -0.03 0.24 7.25

30 yr SPGB 4.7 07/41 5.68 0.06 -0.01 0.19 15.11

2 yr BTPS 2.25 11/13 2.94 -0.18 -0.53 0.92 1.69

5 yr BTPS 4.75 09/16 4.21 -0.17 -0.51 2.09 4.12

10 yr BTPS 5 03/22 5.58 -0.08 -0.35 2.72 7.80

30 yr BTPS 5 09/40 6.22 -0.06 -0.29 4.06 14.11

3 yr NZGB 6  4/15 2.79 0.05 0.00 -0.00 2.91

New Zealand 5 yr NZGB 6 12/17 3.33 0.04 -0.03 0.19 5.04

10 yr NZGB 6 05/21 3.81 0.03 -0.05 0.40 7.33
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sell

10yr

GLOBAL UK US Japan Euro

buy UK 7 101 4

US -15 94 -3 

Japan -25 -10 -12 

Euro -17 -2 20

10yr sell

DOLLAR US Australia Canada NZ

US -189 -8 -198 

Australia 189 -181 -9 

Canada 8 -181 -190 

NZ 256 -43 181

EUROPE Spread to Germany

2 yr 10 yr

Belgium 43 160

Denmark -1 -7 

France 40 104

Switzerland -21 -127 

Greece 21544 3331

Italy 273 373

Netherlands 6 32

Spain 198 282

Sweden 80 -5 

International Bond Research Wednesday, August 17  2011

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. ("K&S"), 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 K&S has verified the information contained herein and accordingly none of the 

author, K&S 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. K&S 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&S. 

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). 

King & Shaxson Capital Limited Reg. No. 2863591and King & Shaxson Limited Reg. No. 869780, members of the London Stock Exchange, 

and King & Shaxson Asset Management Limited Reg. No. 3870667. The Registered Office for all companies is 6th Floor, Candlewick House, 

120 Cannon Street, London, EC4N 6AS. All companies are registered in England and are part of the PhillipCapital Group. 

King & Shaxson Capital Limited (FSA Reg. No. 169760), King & Shaxson Limited (FSA Reg. No. 179213), and King & Shaxson Asset 

Management Limited (FSA Reg. No. 193698) are Authorised and Regulated by the Financial Services Authority, 25 The North Colonnade, 

Canary Wharf, London E14 5HS.
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