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Key Points:

e ECB hints at further stimulus

e BoJ adopts negative interest rate

e Government bond markets rally

Global government bond markets rallied in January, against a backdrop of plunging equity and
commaodity prices. In its latest monetary policy report, Canada’s central bank downgraded its growth
forecasts for 2016, citing the impact of lower oil prices on the economy. Meanwhile, the U.S. Federal
Reserve kept rates on hold while pledging to closely monitor global economic and financial
developments. Total nonfarm payroll employment increased by 292,000 in December 2015, while the

jobless rate was recorded at 5%. The Treasury 10-year mid-yield ended January at 1.93%, 35 basis
points lower on the previous month.
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According to preliminary estimates published by Eurostat, consumer prices in the euro area are
expected to have increased by 0.4% in January from 0.2% in December and November 2015. ECB
president Mario Draghi said on January 21 that the central bank would review and possibly
reconsider its stimulus stance at its next meeting in early March. The mid-yield on the 10-year Bund
dropped 37 basis points during the month to close at 0.26%. Similarly, its UK Gilt equivalent finished
the month 39 basis points lower at 1.57%. In December, UK inflation rose to 0.2% — its highest level
in 11 months.

Unlike their European counterparts, Greece and Portugal’s 10-year benchmark bond mid-yields rose
in January by 143 and 15 basis points respectively. On January 22, Standard & Poor’s upgraded
Greece's credit rating from CCC+ to B-. The agency said that the country seemed to be broadly
complying with the terms of its latest international bailout.

Germany and UK 10-Year Mid-Yields
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In a surprise move, the Bank of Japan introduced a negative interest rate by a 5-4 majority vote on
January 29. The -0.1% rate will apply to current accounts held by financial institutions at the bank,
and will be part of a three-tier system effective from February 16, 2016. The BoJ kept asset purchases
unchanged; however, governor Haruhiko Kuroda said that the bank was prepared to expand its
accommodative monetary policy further if necessary. Mid-yields on the 2- and 5-year JGBs finished
January at -0.07% and -0.05% respectively, while their 10-year counterpart dropped 16 basis points
on the previous month end to close at 0.11%.
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Ten-Year Benchmark Government Bond Data

Government bond

markets rallied in Change on
Closing yield | Previous Yield low Yield high 3yr yield 3yr yield
January (%) month (bps) | (current month) | (current month) high high date
Australia 2.56 -23.99 2.56 2.80 4.32 09-Jan-14
Austria 0.57 -32.55 0.57 0.90 2.47 10-Sep-13
Belgium 0.61 -35.95 0.61 0.97 2.91 10-Sep-13
Canada 1.22 -18.75 1.15 1.41 2.81 10-Sep-13
Denmark 0.60 -32.15 0.60 0.92 2.23 10-Sep-13
Finland 0.58 -33.65 0.58 0.92 2.31 10-Sep-13
France 0.64 -34.45 0.64 0.99 2.63 10-Sep-13
Germany 0.26 -36.70 0.26 0.63 2.04 05-Sep-13
Greece 9.50 142.80 8.07 9.92 18.74 08-Jul-15
Ireland 0.96 -18.90 0.96 1.15 4.24 25-Jun-13
Italy 1.42 -17.35 1.42 1.65 4.88 26-Feb-13
Japan 0.11 -15.85 0.1 0.27 0.93 29-May-13
Netherlands 0.44 -35.40 0.44 0.80 2.50 26-Dec-13
Portugal 2.67 15.40 2.51 2.91 7.41 12-Jul-13
Spain 1.51 -25.15 1.51 1.82 5.42 04-Feb-13
Sweden 0.61 -38.10 0.61 0.99 2.73 05-Sep-13
United Kingdom 1.57 -38.90 1.57 1.96 3.07 27-Dec-13
United States 1.93 -34.60 1.93 2.27 3.01 01-Jan-14
Source: Tradeweb Markets LLC, February 1, 2016 All yields cited in this report are mid-yields.
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