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Key Points:

¢ Volatility returns to markets
e Greek bond yields near 9%
e Fed ends its QE program

e BoJ expands asset buying

Global government bond markets saw an increase in volatility in October, amid investor concerns
over continuing geopolitical tensions and softer economic data. The International Monetary Fund
downgraded its global growth forecasts for 2014 and 2015 to 3.3% and 3.8% respectively, down
from its 3.4% and 4% projections in July. Germany, too, cut its growth outlook for this year (from
1.8% to 1.2%) and the next (from 2% to 1.3%), while investor sentiment in the country declined
to -3.6% (a 22-month low). However, “flash” manufacturing data released on October 23 beat
expectations with a reading of 51.8. The mid-yield on the 10-year Bund closed at 0.77% on
October 15 - its lowest level on Tradeweb. This was also the case for 10-year bond mid-yields in
five other eurozone countries: Austria (0.99%), Belgium (1.06%), Finland (0.92%), France (1.14%),
and the Netherlands (0.92%).
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In contrast, yields on European peripheral debt rose during the month, with Greek bonds
suffering the most. The government'’s early bailout exit plans and a poll giving anti-austerity party
Syriza a lead over ruling New Democracy added to investor fears. The change in Greece's 10-
year government bond mid-yield of 2.5 percentage points from 6.29% on October 3 to 8.79%
on October 16 was the largest swing in a single month since May 2013, when a drop of 2.85
percentage points occurred between the 1st and 22nd of that month.

Sweden, U.K. and U.S. 10-Year Mid-Yields
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Central bank policy diverged further in October. In Europe, the Bank of England maintained interest
rates and asset purchases at their record-low levels; Sweden’s Riksbank cut its main interest rate to
zero; and the European Central Bank began its covered bond buying program. Across the Atlantic,
the U.S. Federal Reserve ended its third round of quantitative easing as expected. Sweden’s 10-year
bond mid-yield plunged 31 basis points to 1.18% over the month, while its UK and U.S. counterparts
both touched 16-month lows on October 15 — at 1.98% and 2.09% respectively — before climbing to
end the month at 2.25% and 2.33%. In a surprise move, the Bank of Japan announced on October
31 its intention to expand its asset purchasing scheme from between ¥60 and ¥70 trillion a year to
¥80 trillion. The mid-yield on the Japanese 10-year government bond dropped to an intraday low of
0.44% that day, before closing two basis points higher at 0.46%.
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Ten-Year Benchmark Government Bond Data

OCTOBER 2014
Change on
previous
Closing yield month Yield low Yield high | 3yryield | 3yryield
(%) (bps) (current month) | (current month) high high date
Australia 3.34 -15.37 3.21 3.46 4.48 31-Oct-11
Austria 1.04 -11.30 0.99 1.12 3.82 25-Nov-11
Belgium 1.12 -10.10 1.06 1.25 5.82 25-Nov-11
Canada 2.04 -10.40 1.91 2.09 2.81 10-Sep-13
Denmark 1.10 -10.90 1.02 1.20 2.25 31-Oct-11
Finland 0.96 -9.40 0.92 1.05 2.98 25-Nov-11
France 1.19 -9.70 1.14 1.31 3.71 24-Nov-11
Germany 0.85 -10.00 0.77 0.93 2.28 29-Nov-11
Greece 7.96 137.50 6.29 8.79 37.46 7-Mar-12
Ireland 1.70 5.45 1.61 1.84 9.51 25-Nov-11
[taly 2.37 1.90 2.29 2.57 7.25 25-Nov-11
Japan 0.46 -6.30 0.46 0.53 1.07 30-Nov-11
Netherlands 0.98 -10.30 0.92 1.07 2.74 25-Nov-11
Portugal 3.21 6.55 2.94 3.47 16.38 30-Jan-12
Spain 2.10 -5.60 2.05 2.25 7.56 24-)ul-12
Sweden 1.18 -30.75 1.13 1.48 2.73 5-Sep-13
United Kingdom 2.25 -17.60 1.98 2.39 3.07 27-Dec-13
United States 2.33 -17.35 2.09 2.45 3.01 1-Jan-14
Source: Tradeweb Markets LLC, 1 November 2014 All yields cited in this report are mid-yields.
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