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 ECB: Free money policy confirmed 
 

 Another market friendly ECB: Anxiety about a possible tightening of the 
conditionality attached to the TLTRO has been quickly dismissed by Draghi & Co 
and MFIs that participate to these OMOs will be checked only in Apr-16 and asked 
to repay the funds in Sep-16. 

 EUR butterflies under the microscope: Which is the most attractive fly to receive 
on the EUR swap curve at the current market juncture? We dissect them in this note 
with the aim of identifying the one that generates the highest carry. We recommend 
investors receive 1y fwd 2s10s30s at current levels. 

 UK – what moves markets? We take a look at the market sensitivity to the main 
economic indicators, how it has changed over time and why. The labour market 
data has the greatest propensity to move the market, but the influence of CPI and 
the PMIs is declining. The average earnings data is likely to become the biggest 
potential support/risk to 2s5s GBP flatteners.  

 EGB H1 performance and Q3 outlook: Having achieved returns of 6.8% in H1, 
3% of which came in Q2, it’s been another healthy quarter for EGBs. Our allocation 
for Q3 takes into consideration some retracement in the fall in core yields over H1 
as well as our overall positive bias towards peripheral EGBs in 2014 

 UK inflation – buy 5yr IL gilts vs TIPS: We have recently recommended buying 
5yr UK vs US in nominal space. The trade also looks attractive in real yield (or even 
break-even inflation) terms. The upcoming June inflation releases are likely to be 
supportive given the likelihood of a higher UK RPI print and a lower US CPI-U print. 

 SSA strategy: We hunt for differentials between German credits and non-German 
sovereigns where it is perhaps possible to switch at a flat spread (or even at a small 
yield pick-up). One such example is between KfW and the Netherlands.  

 H2 Outlook for covered bonds: Although we make no changes to our overall 
issuance targets for H2, there are adjustments at the country level. Moreover, we 
summarize our views on secondary market and regulation for covered bonds over 
the next six months. 

 Relative value screen: We present a grid of richest/ cheapest bonds on euro yield 
curves to help facilitate efficient screening of bonds for trading decisions. 

 Supply: Supply: Next week’s EGB supply comes from Italy (estimated €7bn), 
Germany (€5bn), the Netherlands (€1.5-2.5bn), Austria (€1.1bn), Ireland (estimated 
€0.75bn) and likely Greece (estimated €3bn). The US Treasury would issue $61bn 
across the 3yr, 10yr and 30yr sectors next week. In the UK, the DMO will issue 
£1.75bn of the 4% Treasury gilt 2060 next Tuesday.   
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Figure 1. Strategy Summary Table 

 

Source: Citi Research     NOTE: Futures trading involves s substantial risk of loss 

Europe View Strategies

Direction
Core euro yields look set to remain at low levels for the foreseeable future 
but we are slightly short duration in the near-term looking for 10yr Bunds to 
averagwe 1.5% in Q3.

Trade the range in 10yr Bunds

Money Market
Following the July ECB, the current shape of the ECB curve does diverge 
from an Eonia curve adjusted for large excess liquidity, thus making green 
Euribors look cheap and Schatz TEDs too wide relative to current levels.  In 
the UK, we retain a bearish bias on the very front-end given our expectation 
that the hiking cycle will be faster than currently priced. 

1y/1y1y steepeners
Buy ERM4 vs EDM4 (or use U4)
Receive EUR 2y1y vs USD 2y1y

Yield Curve

The July ECB did not change our baseline scenario with a mild bear 
steepening in the German curve. In the UK, we expect flattening trends to 
accelerate. The very front-end is likely to increasingly lead in the sell-offs 
and lag in the rallies as the hiking cycle nears. 2s5s is likely to flatten 
beyond the forwards, in our view. Long-end yields are likely to be capped 
by international drivers, accelerating the flattening trend in 2s10s. 

2s5s gilt flatteners
Pay GBP 1y1y vs 3y1y

Cross-market
We maintain our long-standing overweight of Bunds vs Treasuries and gilts. 
The 10yr gilt-Bund spread has widened sharply of late. Further widening is 
likely, but at a more moderate pace. For those looking to fade gilt 
underperformance, we think this is best expressed in the 5yr sector vs 
USTs.

Buy 5yr gilts vs UST (tactical trade)
Stay short 10yr gilts vs Bunds 
Long 10yr Bunds vs UST (add on corrections)

EMU Spreads

Near term, we maintain our slight preference for BTPs vs Bonos. Given the 
strong cash flows in France vs the non-supportive NCR profile of Belgium in 
July, we look to fade the recent outperformance of OLOs vs OATs. Looking 
further ahead, we expect flatter spread curves in a scenario of QE. Over the 
summer months we note there are supportive cash flows for both Italy and 
Spain.

Long France vs Belgium
Tactical long 7yr Italy vs Spain

Swap Spreads Broadly neutral. We expect recent ranges to hold. In the UK, 5yr spreads 
offer good value vs 10yr spreads on a tactical basis. Hold on to strategic longs in 30yr gilts vs swaps

Inflation
Euro break-evens have bounced from the lows, but recent ranges are likely 
to hold. In the UK, we remain long front-end (IL17) break-evens as long-
term strategic trade to capture a widening RPI-CPI wedge over the coming 
years. On a tactical basis, we like buying IL19 vs TIPS 1/20.

Buy IL19 vs TIPS 1/20 on a real yield basis
Take profits on buy BTPei24 vs SPGBei24 break-even
Maintain long in IL gilt 2017 break-even
Sell BTPei18 vs OATei18 break-even
Sell OATei22 vs OATei20 and OATei24 real yield

Volatility
The announcement of the new measures by the ECB, in particular the 
tightening of the corridor, argues for keeping option roll down trades at the 
front-end of the curve.

Maintain 1y3y ATMF Receiver Swaption

SSA
Sharp moves within the SSA space are largely a function of liquidity. Hence, 
EIB/EFSF outperformance of the EU and the strong rally of BNG vs 
RENTEN. We expect spreads to remain well supported

Long 7yr KfW vs DSLs
Long BNG & KfW vs France
Long EU vs other supras with larger supply pipelines
UKRAIL spread lighteners vs gilts and peers in the £ sector

For a list of outstanding trade strategies please see the Tradesheet section of this report
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Figure 2. Bund Weekly Cheat Sheet: 4 – 10 July 

 
Source: Citi Research     NOTE: Futures trading involves s substantial risk of loss 

 
 
 

Figure 4. EURO AREA (Near-term Bias)  Figure 5. UK (Near-term Bias) 

 

 

 
Source: Citi Research 
 
POSITIVE bias = bullish vs UST, flatter curve, wider swap spreads, tighter SSA 
spreads, higher implied vol, wider BE inflation 

 Source: Citi Research 
 
POSITIVE bias = bullish vs Bunds, flatter curve, wider swap spreads, tighter SSA 
spreads, higher implied vol, wider BE inflation 

 

  

Recommendation Sell RXU4 (EOD Thurs) = 146.55

Conviction level Low CTD yield = 0.94%        10day del vol = 3.77%

Signal Strength 
(+/-2)

Macro factors 0.0 Weight = 38%

ECB  0 Accomodative monetary policy largely priced in for now 7.5%
Fed, BoE and BOJ  0 Fed tapering largely priced in 7.5%

Inflation  1 Citi expects HICP to drop to 0.3% yoy in coming months 7.5%
Growth related data  0 No growth related release next week 5.0%

Citi surprise -1 Citi Economic Surprise Index bounced last week 5.0%
Middle East / Oil -1 Brent receding from recent highs 5.0%

Euro Market Factors -0.1 Weight = 35%

Supply  0 Cash flows not supportive for Germany next week 7.5%
Risk appetite -1 Risk aversion remains at very low levels 5.0%

Flow -1 Net demand for the core remains negative (4wk m.a.) 5.0%
Equity -1 Eurostoxx50 rebounding from lows 5.0%

Sovereign credit -1 Spread compression likely to continue 5.0%
FX  1 Euro likely to remain subdued 7.5%

Event Risk 0.1 Weight = 8%

Politics  0 No political event likely to meaningfully impact rates near-term 2.5%
LTRO  1 TLTROs in September and December 2.5%

QE  1 Citi expects the ECB to embark upon QE in December 2.5%

Charts & Positioning 0.0 Weight = 20%

Technicals  1 RXU4 finding support 5.0%
T-Note -1 Short 5.0%
CFTC -1 Net positioning slightly short 5.0%
ARTS  1 Mild long 5.0%

Bund Directional Scorecard (1w horizon)

-3 -2 -1 +0 +1 +2 +3

Cross-Market

Curve (2s10s)

Curve (10s30s)

Swap Spreads (10yr)

SSA Spreads

Volatility (1yr10yr)

BE Inflation (10yr)

NEGATIVE BIAS            POSITIVE BIAS

-3 -2 -1 +0 +1 +2 +3

Cross-Market
Curve (2s10s)

Curve (10s30s)
Swap Spreads (10yr)

SSA Spreads
Volatility (1yr10yr)
BE Inflation (10yr)

NEGATIVE BIAS             POSITIVE BIAS

Duration Scorecard 

Figure 3. Contribution to Bund Signals 

 
Source: Citi Research 
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New Trades 
1. Buy gilt 1.75% Jul19 vs UST 0.875% Jul19   

Buy gilt 1.75% Jul19 at 2.03% 

Sell UST 0.875% Jul19 at 1.67% 

Open 36bp. Current 33bp. Target 26bp. Stop 41bp 

2. Buy 10yr France vs Belgium  

Buy OAT 1.75 Nov24 at 1.71% 

Sell OLO 2.6% Jun24 at 1.69% 

Open -2bp. Current -1bp. Target 8bp. Stop -7bp  

3. Buy KfW 3.5% Jul21s vs DSL 3.25% Jul21s  

Buy KfW 3.5% Jul21s at 0.93% 

Sell DSL 3.25% Jul21s at 0.93% 

Open 0bp. Current 1.8bp. Target -6bp. Stop 3bp 

Record of Our Closed Trades 

Figure 6. Record of our Closed Trades 

 
Source: Citi Research 

Record of Our Open Trades 

Figure 7. Record of our Open Trades 

 
Source: Citi Research 

 

Region Trade Levels Rationale 
EUR Buy BTPei24 break-even vs SPGBei24 Open -3bp

Current 4bp Hit target 3rd July 2014
Inflation Buy BTPei24 break-even at 125bps P&L 7bp

Sell SPGBei24 break-even at 128bps Target 4bp
Stop -7bp The Morning Call, 25th June 2014

EUR Buy BNG 2.5% Nov17 vs DSL 1.25% Jan18 Open 10bp
Current 14bp

SSA Buy BNG 2.5% Nov17 at 0.63% P&L -4bp
Sell DSL 1.25% Jan18 at 0.53% Target 3bp

Stop 14bp European Rates Weekly, 27 February 2014

Hit Stop 3rd July 2014
3

6

9

12

-7
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Region Trade Levels Rationale + Publication Date
EUR Buy KfW 3.5% Jul21s vs DSL 3.25% Jul21s Open 0bp

Current 1.8bp
SSA Buy KfW 3.5% Jul21s at 0.93% P&L -1.8bp

Sell DSL 3.25% Jul21s at 0.93% Target -6bp
Stop 3bp The Morning Call, 3rd July 2014

EUR Buy 10yr France vs Belgium Open -2bp
Current -1bp

Cross Market Buy OAT 1.75 Nov24 at 1.71% P&L 1bp
Sell OLO 2.6% Jun24 at 1.69% Target 8bp

Stop -7bp The Morning Call, 3rd July 2014

Hunt for yield likely to contain widening in KfW-DSL 
spreads

The trade allows moving up the credit curve at attractive 
level ahead of supportive cash flow profile for France vs 
Belgium

-7

-2

3

8

-6

-3

0

3

Tradesheet Tradesheet 

See The Morning Call, 1st July 2014 

See The Morning Call, 3rd July 2014 

See The Morning Call, 3rd July 2014 

https://ir.citi.com/spOE%2bU%2fIwDzVdG27prPgwR2sCnqS%2bTKhrlT3a1NfX%2bNeALAUYTNUv0wNKcswWh0G%2bHLy4lMk8GY%3d
https://ir.citi.com/w9FgVy5qJ8%2f1OXlfFZkr%2b3obhbR4yX7BbGCaUed9s7akakAqI1d%2fQFuvEDfFUnH%2fizP6X0uiWzc%3d
https://ir.citi.com/RprZHi6%2f2o39DWFtHgA15%2fKSXoiYlQty2omsmfRvbkIV%2fHHI2cEE7oJs1MBZEtiTc9r%2bts%2bcWL4%3d
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Figure 8. Record of our Open Trades (continued) 

 
Source: Citi Research     NOTE: Futures trading involves a substantial risk of loss 

 

UK / US Buy gilt 1.75% Jul19 vs UST 0.875% Jul19 Open 36bp
Current 33bp

Cross Market Buy gilt 1.75% Jul19 at 2.03% P&L 3bp
Sell UST 0.875% Jul19 at 1.67% Target 26bp

Stop 41bp The Morning Call, 1st July 2014

UK 2s5s gilt flattener Open 118bp
Current 122bp

Curve Sell UKT 2% Jan16 at 0.83% P&L -4bp
Buy UKT 1.75% Jul19 at 2.01% Target 90bp

Stop 130bp European Rates Weekly, 26th June 2014

EUR Buy ERZ4 and sell EDZ4 Open 10.5bp
Current 12bp

Money Market Buy ERZ4 at 99.835 P&L 1.5bp
Sell EDZ4 at 99.73 Target 15bp

Stop 0bp Euro Rates Strategy, 11 March 2014
Rolled from June to Dec on 12th June 2014

EUR Buy 7yr Italy vs Spain Open 20bp
Current 17bp

Cross Market Buy BTP 3.75% May21 at 2.32% P&L 3bp
Sell Bono 5.5% Apr21 at 2.12% Target 5bp

Stop 27bp European Rates Weekly 29 May 2014

UK Pay GBP 1y1y vs 3y1y Open 132bp
Current 122bp

Swap Curve Pay GBP 1y1y at 1.47% P&L 10bp
Receive GBP 3y1y at 2.79% Target 50bp

Stop 170bp Euro Rates Weekly, 24 April 2014

EUR Sell BTPei18 break-even vs OATei18 Open 13.5bp
Current 17bp

Inflation Sell BTPei18 break-even at 79.5bp P&L 3bp
Buy OATei18 break-even at 93bp Target 28bp

Stop 6bp European Rates Weekly, 20 February 2014

EUR BTP 10s30s steepener Open 106bp
Current 137bp

Curve Buy BTP Aug23 at 3.49% P&L 31bp
Buy BTP Sep44 at 4.54% Target 144bp

Stop 90bp European Rates Weekly, 20 February 2014

EUR Buy OATei20 and OATei24 vs OATei22 Open 2bp
Current 4bp

Inflation Buy OATei20 at 0.10% P&L 2bp
Sell OATei22 at 0.42% Target 10bp
Buy OATei24 at 0.72% Stop -2bp Euro Inflation Strategy, 19 February 2014

UK Buy IL gilt 2017 break-evens Open 2.71%
Current 2.78%

Inflation Buy IL gilt 2017 break-evens at 2.71% P&L 7bp
Revised Target 3.15% UK Rates Strategy, 18 February 2014

Revised Stop 2.70%

EUR Buy 30yr Netherlands vs Austria Open 14bp
Current 13.36bp

Cross Market Buy DSL Jan42 at 2.67% P&L -0.64bp should weigh on Austrian bonds
Sell RAGB Jun44 at 2.81% Target 24bp

Stop 8bp

UK / US Sell UKT 2.25% Sep23 vs UST 2.5% Aug23 Open 6.5bp
Current 21bp

Cross Market Sell UKT 2.25% Sep23 at 2.82% P&L 14bp
Buy UST 2.5% Aug23 at 2.77% Target 30bp

Stop -5bp European Rates Weekly, 23 January 2014

UK Sell 30yr gilt swap spreads vs 10yr Open 20bp
Current 25bp

Swap spread Sell gilt 3.25% Jan44 ASW at 20bp P&L 5bp
Buy gilt 1.75% Sep22 ASW at 0bp Target 50bp

Stop 10bp UK Rates Strategy, 30 July 2013

Gilts offer tactical value vs Treasuries as overseas 
demand picks up

We expect the MPC to hike three quarters ahead of the 
Fed

Fiscal risks, supply pressures and the absence of QE to 
put steepening pressure on the gilt curve.

We believe that RPI-CPI wedge to widen over the medium-
term

Close to historically tight levels. Uncertainty surrounding 
the Austria banking sector

Revised: UK Inflation Strategy, 25 March 2014

Front-end should price in a higher risk premium for an 
earlier than expected rate hike.

Attractive entry levels and benefits from ECB policy rate 
view

Tactical post-election normalisation trade

The very front-end is still lagging in the sell-off.

European Rates Weekly, 12 February 2014

Macro factors, cash flow profile, expect strong demand 
for new 10yr BTP and +ve carry are supportive for 
steepeners

OATei22 looks too rich on the curve; OATei24 likely to 
perform after auction is out of the way

BTPei18 likely to reverse some of the richness now that 
Boblei18 and OATei18 auctions are over.

10

20

30

40

50

-5

5

15

25

8

13

18

23

2.65

2.75

2.85

2.95

3.05

3.15

90
100
110
120
130
140

-2
0
2
4
6
8

10

6

11

16

21

26

50

90

130

170

5

10

15

20

25

0

5

10

15

90

100

110

120

130

26

31

36

41



European Rates Weekly 
3 July 2014 Citi Research 

 
 

 8 

Figure 9. Record of our Open Trades (continued) 

 
Source: Citi Research 

    

EUR Receive EUR 10y2y vs 12y3y Open 4bp
Current 22bp

Curve Receive EUR 10y2y at 3.1% P&L 18bp
Pay EUR 12y3y at 3.14% Target 25bp

Stop -5bp The Morning Call, 23 January 2013

UK Sell GBP 2y2y ATMF straddle Open 76bp
Current 36bp

Volatility Sell GBP 2y2y ATMF (1.04%) straddle at 76bps P&L 40bp
Target 0bp

Stop 114bp IIRS 12 July 2012

The fundamental backdrop in the UK supports selling 
GBP 2y2y vol

Cheapness of the sector due to legacy ASW positions. 
The trade offers a positive roll-down for relatively low 
volatility
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There is no TLTRO conditionality before Sep-16, allowing for the carry trade in EGB non/soft-
core to continue over the coming months.   

The EGB carry trade is alive and well: This is the effect of yet another market 
friendly ECB meeting. Anxiety about a possible tightening of the conditionality 
attached to the TLTRO has been quickly dismissed by Draghi & Co and MFIs that 
participate to these OMOs will be checked only in Apr-16 and asked to repay the 
funds in Sep-161.  

Apart from details about the definition of a “benchmark” for lending and some heavy 
reporting standards, there is no news in the published TLTRO communique. The 
conditionality attached to this new operation is very weak and it’s certainly not 
evident to us that this is a “targeted” liquidity operation or that it will create any an 
incentive for banks to lend to the private sector rather than to the government. In 
that sense, we would expect the crowding-out of private investments that is a 
feature of Eurozone’s periphery (Figure 10) to continue.  

Figure 10. Crowding out the non-core private sector  Figure 11. Excess liquidity to remain ample for longer 

 

 

 
Source: ECB, Citi Research  Source: ECB, Citi Research 

 
During the Q&A, Mr Draghi has insisted that the TLTRO is a “very attractive” 
operation. It’s entirely understandable that he would like banks to fill his TLTRO 
order book, since the ECB has given up direct control over Eurosystem liquidity 
conditions by switching from variable to fixed-rate/full allotment tenders. 
Furthermore, the Q1-15 liquidity cliff2 has now been successfully dealt with and – 
assuming a decent TLTRO demand – we envisage a very generous liquidity profile 
for the coming 2 years (Figure 11). As mentioned in previous research3, this liquidity 
profile makes negative Eonia fixings possible. 

Strategy & Trade Ideas 

We continue to expect non-core EGBs to outperform and forecast both BTPs and 
Bonos to trade around 120bp over Bunds in the 10y sector at year end. Also, the 
current shape of the ECB curve does diverge from an Eonia curve adjusted for large 
excess liquidity, thus making green Euribors look cheap and Schatz TEDs too wide 
relative to current levels.  

 

                                                           
1 “ECB announces further details of the TLTRO” (3 Jul-14) 
2 Expiry of 3-year LTROs. 
3 “Negative Eonia? It’s Possible” (26 Jun-14) 
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ECB: Free Money Policy Confirmed 
Alessandro Tentori 
Head of International Rates Strategy 
+44-20-7986-9224 
alessandro.tentori@citi.com 

TLTRO is very market friendly 

No guarantee that banks will lend to the 
real economy 

TLTRO? It’s a cheap roll of existing 3y 
LTROs…long live excess liquidity! 

Tighter spreads in EGB space & negative 
Eonia fixings are likely 

https://ir.citi.com/8%2b3AXd4o95I4bAsQXd7bkp5duZraLu0WUia130p%2fzScFBotpZ2T7Tg%3d%3d
http://www.ecb.europa.eu/press/pr/date/2014/html/pr140703_2.en.html
https://ir.citi.com/XWh4aLK7dS0zkHHWTOlPRQRd6HfvQHH0NHquqJ%2B40SFlVZtiPd7syQ%3D%3D
mailto:alessandro.tentori@citi.com
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Which is the most attractive fly to receive on the EUR swap curve at the current 
market juncture? We dissect them in this note with the aim of identifying the one 
that generates the highest carry. 
 
Let us begin with the observation that against the backdrop of ECB’s 
accommodative monetary policy, the hunt for yield has weighted on the curvature of 
the swap term structure. As shown in Figure 12 both the EUR 2s5s10s and EUR 
2s10s30s butterflies are currently trading at the historical low at -44bp and 42bp 
respectively.  

Both flies exhibit a non-negligible correlation with the EONIA curve. In turn, benefit 
from accruing positive carry can be reaped as long as the money market curve 
stays flat. Moreover, if the Japanese history is any guide, the curvature of both flies 
are bound to undergo more pressure: we plot the evolution of the JPY 2s5s10s and 
2s10s30s flies in Figure 13; these flies managed to trade as low as -62bp and -69bp 
respectively. 

Figure 12. Monetary policy and hunt for yield have weighted on 2s5s10s 
and 2s10s30s … 

 Figure 13. … but there is still more to go if the Japanese history is any 
guide 

 

 

 
Source: Citi Research  Source: Citi Research 

 
We classify the main types of butterflies in Figure 14 below where the x-axis refers 
to the forward starting date of the fly and the y-axis to a crude measure of one year 
rolldown obtained via forward par swap differences at one year intervals: results 
show that the best performer is 1y fwd 2s10s30s, followed by 1y fwd 2s5s10s.  
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EUR Butterflies under the Microscope 
Matteo Regesta 
Derivatives 
+44-20-7986-9101 
matteo.regesta@citi.com 

1y fwd 2s10s30s fly ranks first in the 
classification of primary species of 
butterflies found on the swap curve 
(organized by rolldown) 

mailto:matteo.regesta@citi.com
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Figure 14. A cross check on EUR flies shows that the sweet spot for 
rolldown is on the 1y fwd 2s10s30s 

 Figure 15. Over a six-month horizon a long position on  1y10y for EUR 
52m generates EUR 295k of rolldown PnL (PCA weighted) 

 

 

 

Source: Citi Research  Source: Citi Research 

 
Finally in Figure 15 we compute the PnL generated by pure rolldown over six-month 
horizon for both flies where we have assumed 100m notional in the belly of 1y fwd 
2s5s10s and 52mn in the belly of 1y fwd 2s10s30s (to equate DV01 in the belly). 
Computations confirm that 1ys 2s10s30s fly ranks first in terms of rolldown. Six-
month rolldown PnL from PCA weighted construction is worth EUR 295k. 
 
Conclusion 

Rolldown analysis of EUR swap butterflies suggests that the most attractive fly is 1y 
fwd 2s10s30s.  
 
We observe that while the DV01 weighted trade construction yields a mildly higher 
rolldown, we nevertheless favour the PCA weighting as it allows for a more effective 
hedge against the dynamics of the curve (Figure 16). 
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Figure 16. Factor loading from PCA analysis 
on 1y fwd 2s10s30s fly show that weights 
effectively hedge parallel, curve and twist 
moves of the curve (one year sample) 

 
Source: Citi Research 
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As the first rate hike edges closer, a broad range of economic releases are being 
scrutinised for clues to inform the likely timing, pace and destination of the hiking 
cycle. In this article, we focus in on the most closely-watched indicators and assess 
their relative market importance. The qualified answer is that all the indicators 
matter. However, we suggest that the importance of the PMI surveys and the 
jobless rate is diminishing, that CPI is less important than the others and that real 
wage growth is the key indicator to watch. A strong pick-up in real wages would 
likely prompt a very rapid re-pricing in the front-end.  

Market sensitivity to economic data 
The most market relevant economic data releases in the UK are arguably the CPI, 
labour market statistics (including the jobless rate and average weekly earnings) 
and the PMI surveys for services and manufacturing. Note that for the purposes of 
this sensitivity analysis, we have ignored the less frequent, heavily lagged data such 
as GDP and productivity growth on the basis that it is less forward looking and 
subject to significant revisions.  

To assess market impact, with a focus on the front-end, we have examined the daily 
change in 2yr GBP swaps on release dates. In this analysis, we are not concerned 
with the direction of the change (and any bias for upside/downside surprises), but 
rather the propensity to move the market. Therefore, we use absolute changes. A 
few notable trends emerge.  

 Labour market statistics followed by PMI services have the greatest 
propensity to move the market. In the last year, these releases have frequently 
triggered moves in excess of 5bp (Figure 17).  

 Labour market data is the biggest market mover over the last six months 
and has become more important. This is shown by Figure 18. This observation 
is somewhat exaggerated as the labour market data in May was released on the 
same day as the Quarterly Inflation Report (QIR). However, even excluding this 
month, the remaining five releases still produced an average daily change of 3bp, 
more than any other indicator. Moreover, this is the only indicator where the 
impact has materially increased vs the previous six months. 

 The CPI release has become less relevant. The market impact of CPI is 
minimal over the last six months (average move 1bp) and is a lot less than the 
previous six months.  

Figure 17. Market reaction to selective economic releases  Figure 18. Change in market sensitivity to selective economic releases 

 

 

 
Source: Bloomberg, Citi Research.  Source: Bloomberg, Citi Research. 
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UK Rates - what moves markets? 
Jamie Searle 
UK, European Inflation 
+44-20-7986-9493 
jamie.searle@citi.com 

In this analysis, we look at the market 
impact of CPI, labour market statistics 
and the PMIs 

Our aim is to judge the propensity of 
each indicator to move the front-end (in 
either direction) 
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By way of comparison, we have also looked at the market impact of MPC meetings, 
the minutes and the QIR. Unsurprisingly, the minutes have moved the market more 
than the meetings, with average absolute changes of 3bp and 1bp respectively. 
However, the QIR has had by far the biggest impact. The February and May reports 
produced an average absolute daily change in 2yr swaps of 9bp (for the previous 
two, it was just 0.3bp).  

The importance of the average earnings data 
So far, the market moving impact of the labour market data, observed above, has 
probably been associated with the sharp fall in the jobless rate. This is to be 
expected given that the 7% jobless rate threshold was the central pillar of the 
original forward guidance and the metric has maintained its relevance as an 
indicator of spare capacity in the labour market (Figure 19).  

However, the average earnings data is likely to become the most influential series 
within the release. As the MPC has highlighted, economic activity has exceeded 
expectations, the jobless rate has fallen more quickly than anticipated, but wage 
growth has been weaker than expected. This is, perhaps, the last missing piece of 
the jigsaw before the hiking cycle can begin. Survey evidence suggests that wages 
will pick up in due course (Figure 20), but any sign of this in the official data is likely 
to prompt a sharp re-pricing of the front-end of the curve.  

Figure 19. Sharp fall in the jobless rate  Figure 20. Survey evidence points to strong wage growth 

 

 

 
Source: ONS, Citi Research.  Source: RECs, ONS, Citi Research. 

 
Why the market is right to ignore the CPI release 
The importance of the average earnings data is further highlighted by Figure 21. As 
shown, the correlation between average weekly earnings and the policy rate is very 
high (0.84 since 1997, note the chart uses the discontinued average earnings index 
prior to 2001).  

In contrast, the correlation between CPI and the policy rate is negative over the 
longer term (-0.54 since 1997). The MPC aims to bring inflation back to target over 
the medium term and tends to look past where inflation is today. As shown by 
Figure 22, below-target inflation has not prevented hiking cycles in the past and is 
unlikely to do so in the current context (even though the latest reading shows CPI at 
1.5% in May, the lowest since October 2009). As such, we believe the front-end is 
right to largely ignore CPI outcomes and should continue to do so.  

4.5
5.0
5.5
6.0
6.5
7.0
7.5
8.0
8.5
9.0

'07 '08 '09 '10 '11 '12 '13 '14

U
ne

m
pl

oy
m

en
t R

at
e 

(%
)

3mth (LFS official headline rate) 1mth rate

Point at which half of the 
output gap is absorbed 
(BoE estimate)

30

35

40

45

50

55

60

65

70

-6.0

-4.0

-2.0

0.0

2.0

4.0

6.0

8.0

'01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14
D

iff
us

io
n 

In
de

x 
(5

0 
= 

no
 c

ha
ng

e)

3m
m

a 
Yo

Y 
R

at
e 

(%
)

Private Sector Average Weekly Earnings (LHS)
REC Survey of Pay Growth (RHS)

MPC meetings are largely non-events, 
but the minutes move the market more 
than most data releases. But, the biggest 
market mover of all is the QIR  

The jobless rate has been an important 
market mover… 

…but this is likely to be superseded by 
average weekly earnings 

Wage growth has a high positive 
correlation with the policy cycle… 

…CPI does not (in fact, it is negative) 
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Figure 21. High correlation between wage growth and policy cycles  Figure 22. Current inflation does not dictate policy action 

 

 

 
Source: ONS, Citi Research.   Source: Bloomberg, Citi Research. 

 
The diminishing impact of the PMIs 
The PMI for services is still very capable of moving the market, as shown most 
recently by the 6 May release which prompted a 5bp sell-off in 2yr GBP swaps. 
However, the average impact has fallen over the last six months vs the prior six 
months. This is probably because, having trended higher, the readings have settled 
at a high level and the strength of activity is now less surprising. 

The same argument can be made for the manufacturing PMI. Moreover, the 
influence of this indicator has diminished considerably in recent years. Historically, 
even though manufacturing is a smaller sector than the service sector, this PMI 
series has provided a good barometer for policy rate changes. This can be seen, for 
example, by comparing above/below 50 reading in the PMI survey for 
manufacturing with policy rate changes (Figure 23). However, this has not been the 
case over the last five years during the lower-for-longer period. This reflects the 
degree of lost output during the financial crisis, the large output gap and that any 
pick-up in activity was coming from a very low base.  

Figure 23. The influence of the PMI survey on policy rate changes  Figure 24. Recent sensitivity of the front-end to PMI manufacturing 

 

 

 
Source: Bloomberg, Markit, Citi Research.   Source: Bloomberg, Markit, Citi Research. 
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The influence of PMI services has fallen, 
perhaps as there is not much room for it 
to rise any further 

The usefulness of the PMIs as a 
barometer for policy rate changes has 
been eroded given the large size of the 
output gap 



European Rates Weekly 
3 July 2014 Citi Research 

 
 

 15 

That is not to say that PMI readings have not mattered over recent years. They 
have helped to shape policy rate expectations (Figure 24). But, the impact of the 
PMIs was lessened in 2013 in the run-up to forward guidance (just as the data was 
getting stronger). More recently, the front-end has caught up – driven by labour 
market data and MPC rhetoric – while the PMIs have broadly stabilised. The PMIs 
will remain important, but are unlikely to provide the main impetus to the front-end. 

Trades – what the data means for our flattening view 
Economic data, together with the central bank’s communication of its reaction 
function, is always going to be the main driver of the front-end. But, the data that 
matters the most changes over time. In the current context, the market’s sensitivity 
to the labour market data has increased, but the importance of the CPI data (and to 
a lesser extent the PMI surveys) appears to have diminished. This makes sense, in 
our view, for all the reasons outlined above.  

However, within the labour market data, the market has, so far, mainly reacted to 
the jobless rate. But, in future, average weekly earnings growth is likely to become 
the main driver. Survey evidence points to strong pick-up in earnings growth. If 
reflected in the official data, this could prompt a further rapid re-pricing to higher 
yield levels and supports our 2s5s flattening view (see the European Rates Weekly 
of 26 June 2014). Correspondingly, muted wage growth is the greatest risk to our 
flattening view.  
 

The front-end has almost caught up with 
the PMIs having lagged in 2013 

The data that matters the most changes 
over time: wage growth is likely to be the 
biggest market mover in future 

Strong wage growth would support 2s5s 
flatteners, but the lack of it is also the 
biggest risk to these trades 

https://ir.citi.com/lxJjySKhFd7tYtt0p8bNtuV%2f1pAoco%2f4jRL43h8K5XTxAlXnH03mNojYO9bG7KpjfsqgSTtPlkY%3d
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Having achieved returns of 6.8% in H1, 3% of which came in Q2, it’s been another very healthy 
quarter for EGBs. Our allocation for Q3 takes into consideration both an expected partial 
retracement of the H1 fall in core yields as well as our overall positive bias towards peripheral 
EGBs in 2014. Meanwhile, the July ECB was consistent with our key views and the policy 
scenario continues to evolve in line with Citi’s baseline scenario. Our economists continue to 
expect some form of ECB QE later in Q4.  

H1 Performance & Q3 Allocation 
EGBs have had another healthy quarter with the broad EGB Index returning 3% 
during Q2 2014. YTD returns stand at 6.8%. Loosening ECB policy, low HICP prints 
together with the rally in US Treasuries have all contributed to the performance of 
long-duration strategies in core EGBs. In addition, we can further decompose EMU 
index performance between “issuer names” and “curve sectors” (Figure 26): 

 Issuer performance: Over H1 2014, Spain has the highest returns of 9.1%. This 
is followed by Italy at 8.6%, while Germany is lagging with a total return of “only” 
+4.8% (Figure 25). Over H1, 10yr Bono-Bund spreads have tightened by 
approximately 82bp (55bp in Q1 and 27bp in Q2).  

 Curve performance: The long-end remains the clear performer with the 10-15y 
sector delivering 9.5% and the +10y bucket 10.9% over H1 2014. The front-end 
(1-3y) returned +1% return in comparison. Over 2014 so far, Germany 2s10s has 
flattened ~45bp, from 173bp in early January to 128bp at the time of writing. 

Informing view going forward is the ongoing evolution of monetary policy. The July 
ECB was largely consistent with our key views and was overall “market friendly”. 
Draghi repeated the message of low inflation amid a modest recovery that required 
low rates for an extended period of time. The TLTROs remain in place as do 
prospects for ABS purchases (Euro Area - ECB sheds light on TLTROs but no news 
on ABS purchases). 

Figure 26. Measuring the performance of EGB portfolios 

 
Source: Citi Research 

  

Date EMU Austria Belgium Finland France Germany Ireland Italy Holland Spain
2013 2.2% -1.0% -0.5% -1.8% -0.5% -2.3% 10.7% 7.0% -2.1% 10.5%

2014 YTD 6.8% 5.8% 6.7% 5.0% 5.9% 4.8% 8.3% 8.6% 5.3% 9.1%
Outstanding (EUR bn) 5123 204 323 81 1210 1015 100 1218 323 649

Index yield (%) 1.45 1.06 1.34 0.96 1.14 0.82 1.56 2.22 0.99 2.00
Index volatility (%) 2.9 3.0 3.5 2.7 3.2 2.6 3.1 4.8 2.9 4.1

Yield/vol ratio 0.5 0.4 0.4 0.4 0.4 0.3 0.5 0.5 0.3 0.5
Index duration 6.6 7.1 7.4 6.2 6.9 6.7 5.3 6.4 6.9 6.0

Date EMU 1-3y 3-5y 5-7y 7-10y 10-15y 10+
2013 2.2% 1.8% 2.3% 3.3% 2.7% 3.4% 1.5%

2014 YTD 6.8% 1.0% 3.1% 5.5% 7.3% 9.5% 10.9%
Outstanding (EUR bn) 5123 1158 962 727 969 506 1096

Index yield (%) 1.45 0.39 0.75 1.27 1.78 2.53 0.83
Index volatility (%) 2.9 0.5 1.8 2.9 3.7 4.7 5.7

Yield/vol ratio 0.5 0.7 0.4 0.4 0.5 0.5 0.1
Index duration 2.9 1.9 3.8 5.3 7.3 9.7 6.7

EGBI Return and Risk Parameters - Curve

EGBI Return and Risk Parameters - Member Countries

EGB Strategy – Q3 outlook  
Peter Goves 
EGB and SSA Strategy  
+44-20-7986-3215 
peter.goves@citi.com  

Figure 25. H1 Returns by Citi EGB Indices(%) 

 
Source: Citi Research 
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Looking ahead and given revisions to the UST yield projection, we lowered our 
Bund yield estimates to 1.5% in Q4 2014 and 1.6% in Q4 2015 (Global Economic 
Outlook and Strategy). The forecast implies a sensitivity to UST yields of about 0.5 
in a rising yields scenario. Our forecast is slightly above 2014 year-end forwards, 
while being about 10bp below forwards in 2015. As far as soft-core spreads are 
concerned, we have left our forecasts unchanged and expect OAT-Bund spreads to 
trade around 40bp. As it stands, 10yr Bunds at 1.3% remain below our average 
forecast for Q3 of 1.5%. 

Figure 27. EGB portfolio allocation for Q3 2014 

 
Source: Citi Research 

We would therefore be short overall portfolio duration in Q3, but look for continued 
spread compression between the periphery and core markets, overweighting Italy, 
Spain and Ireland (Figure 27). One main risk to this central scenario would be for 
even looser ECB monetary policy to come in the months ahead and/or for 
significant disappointments in US 
datahttps://ir.citi.com/OiljqKE91H2H0IKI%2FjuoT20WZPZN2ne5j5QR8MP1X676ifP
ZqYQUnt9YWzmwYtD4 to prompt even lower global core yield (which would now 
be in contrast to the strong labour market data just released in July). Given that the 
ECB had just unveiled its latest policy package at the June meeting, we do not 
expect any new measures in the months ahead, with QE remaining our base case 
but only much later in Q4. 

  

Country MV Weight modD Index t(0) Index Live Views New weight New wTR Excess TR

Austria 209 4.0% 7.1 383.9 383.1 -25% 3.0% 0.00% 0.00%

Belgium 328 6.3% 7.4 493.6 492.5 -25% 4.7% 0.00% 0.00%

Finland 82 1.6% 6.2 338.1 337.7 -25% 1.2% 0.00% 0.00%

France 1241 23.8% 6.9 894.4 892.1 -25% 17.8% 0.00% 0.00%

Germany 1021 19.5% 6.8 591.4 590.2 -25% 14.7% 0.00% 0.00%

Ireland 101 1.9% 5.2 520.5 519.7 25% 2.4% 0.00% 0.00%

Italy 1235 23.6% 6.5 1398.0 1394.5 25% 29.5% 0.00% 0.00%

Netherlands 333 6.4% 6.8 637.1 636.1 -25% 4.8% 0.00% 0.00%

Spain 674 12.9% 6.0 619.8 618.1 25% 16.1% 0.00% 0.00%

Portfolio 5224 100% 6.6 94% 0.00% 0.00%

Citi EGB Portfolio Allocation

We expect Bunds to range trade about 
1.5% in Q3 

Our view takes into the account the 
strong performance already seen in H1 

https://ir.citi.com/lK8Qe1QmqQesPBv4yeJOiTspMFWHgbHg0Kk7nZRG3DI1XEFTqEEKJqAKHtUxjjURj7k9l2vIRdE%3d
https://ir.citi.com/lK8Qe1QmqQesPBv4yeJOiTspMFWHgbHg0Kk7nZRG3DI1XEFTqEEKJqAKHtUxjjURj7k9l2vIRdE%3d
https://ir.citi.com/Z6jrEoU%2bjNSBJ8gPcpFUFm7ddzfBKYczk%2beXkgfY4m01uopZ1QtoiSIPUq3AAZAabOV1XJFQlf8%3d
https://ir.citi.com/Z6jrEoU%2bjNSBJ8gPcpFUFm7ddzfBKYczk%2beXkgfY4m01uopZ1QtoiSIPUq3AAZAabOV1XJFQlf8%3d
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Earlier this week, we recommended buying 5yr gilts vs Treasuries (see The Morning 
Call of 1 July). We felt the spread was due a modest correction following the recent 
widening which has been led by a re-pricing of UK rate expectations. The risk-
reward seemed attractive given the possibility of a re-pricing of the US front-end 
(which continues to price rate hikes below the Fed’s ‘dots’) and growing interest 
from overseas investors to switch into gilts and pick-up yield. The spread initially 
widened further, but the strong payrolls report has triggered a reversal.  

As an alternative/extension of this idea, we think it is also worth considering buying 
5yr IL gilt real yields vs TIPS. The widening in the 5yr UK vs US real yield spread 
has outpaced that of the nominal yield spread, taking the implied break-even 
inflation box towards its historic low (Figure 28).  

Figure 28. 5yr UK vs US real yield, nominal yield and BEI spreads  Figure 29. Net change in global 5yr break-evens over the last 6mths 

 

 

 

Source: Citi Research. Bloomberg.  Source: Citi Research, Bloomberg. 

 
The reason for the strong widening in the 5yr UK-US real yield spread can be found 
from looking at break-evens and recent inflation prints. As Figure 29 shows, 5yr 
euro break-evens have been the worst performers over the last six-months and 5yr 
TIPS break-evens the best. This is to be expected given the downward momentum 
in euro area inflation. Euro HICPxT is currently 0.4% YoY and this is likely to drop to 
just 0.2% over the summer, according to Citi forecasts. In contrast, headline US 
inflation has picked-up to 2.1% YoY from 1.1% in February (Figure 30). 

The performance of 5yr break-evens in the UK falls in the middle. While they have 
not fallen as much as euro break-evens, the correlation has been strong. In 
contrast, the correlation to TIPS break-evens has been negative, helping to explain 
the sharp widening in the real yield spread. Again, inflation prints are largely 
responsible with RPI falling to 2.4% YoY in May from 2.8% in January. 

Why this may now reverse 
 According to Citi forecasts, the June round of inflation prints are likely to show an 

unchanged reading for euro HICPxT of 0.4% (released 17 July), a decline in US 
CPI-U to 1.9% from 2.1% (released 22 July), but a rise in UK RPI to 2.6% from 
2.4% (released 15 July). 

 IL19 break-eves have fallen back to mid-range. The current level is 2.87% vs a 
high of 3% in late-April. Current levels are likely to attract interest from medium-
term investors expecting the forthcoming hiking cycle and strong house price 
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UK Inflation – buy 5yr IL gilts vs TIPS 
Jamie Searle 
UK, European Inflation 
+44-20-7986-9493 
jamie.searle@citi.com 

Buying 5yr UK vs US looks attractive in 
real yields as well as in nominals 

US inflation has picked up, driving the 
outperformance of TIPS break-evens 

UK break-evens have been more 
correlated with euro break-evens than 
TIPS, but this may soon change 

RPI likely to move higher in June 

5yr UK break-evens over attractive long-
term value 

https://ir.citi.com/jOespUTOzxNDE6%2fgGbI4nVKEvji2Tp4xfeWgPKCHhhWdLWaMT37hwzUfMegrxcIj2seB9jiWPRM%3d
https://ir.citi.com/jOespUTOzxNDE6%2fgGbI4nVKEvji2Tp4xfeWgPKCHhhWdLWaMT37hwzUfMegrxcIj2seB9jiWPRM%3d
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gains to widen the RPI-CPI wedge over the coming years. These factors make 
the downside for 5yr UK break-evens quite limited, in our view. 

 Our US colleagues expect 5yr TIPS real yields to rise from here, in line with 
nominal yields. They argue that, following the widening in 5yr break-evens year-
to-date, there is no obvious catalyst to propel the rally any further in the near-
term (see US Rates Trade Recommendation of 24 June).  

 Following on from above, 5yr TIPS real yields are at the rich-end of their trading 
range while 5yr IL gilt yields are at the cheap-end (Figure 31). The entry point for 
an outright reversal looks attractive in both markets which is likely to help the 
spread to also reverse.  

Figure 30. US inflation has picked up in contrast to euro/UK inflation  Figure 31. Rich 5yr TIPS real yields vs cheap 5yr IL gilt real yields 

 

 

 
Source: Citi Research, Bloomberg.  Source: Citi Research, Bloomberg. 

 
Strategy – buy 5yr IL gilts vs TIPS 
The front-end sell-off in the UK vs the US is set for a modest near-term correction, 
in our view. This is a trade we have recommended in nominal space which benefits 
from superior liquidity and less negative carry. However, the trade also looks 
attractive in real yield (or even break-even inflation) terms for those looking for 
relative value among global inflation markets. Carry is negative, to the tune of 7bp 
to 1 August, but the spread has the potential to move far more than that. The June 
round of inflation prints could propel any correction given the prospect for a higher 
UK RPI print and a lower US CPI-U print.  

 Trade: Buy IL19 vs TIPS 1/20 on a real yield basis. Entry -52bp, target -75bp, 
stop -42bp. Carry -7bp to 1 August.  
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Long KfW vs the Netherlands 
Limits to further outperformance of the soft core? The ECB left rates 
unchanged at the July meeting as expected and yields among the core and semi-
core remain relatively tight. Within the SSA sector, we hunt for differentials between 
German credits and non-German sovereigns where it is perhaps possible to switch 
at a flat spread (or even at a small yield pick-up). 

KfW vs the Netherlands in the 7yr sector: One example is KfW vs the 
Netherlands. Both are high quality credits with KfW rated AAA/Aaa and the 
Netherlands AA+/Aaa. However, the strong outperformance of DSLs has now driven 
spreads to historically attractive levels to switch into the German agency (Figure 32, 
Figure 33). Traditionally, KfW has traded at lower yields than DSLs, but in the 7yr 
sector the yield-spread is now slightly positive at the time of writing. 

KfW fundamentals: Fundamentally, KfW remains the strongest and most liquid 
agency that provides alternative exposure to German credit quality due to its explicit 
guarantee, maintenance obligation and historically established market presence 
(Euro SSA and Covered Bond Monthly - A closer look at German guarantee 
structures). From a credit perspective, KfW’s capital ratios continue to strengthen, 
with the Tier 1 capital ratio rising to 20.6% last year from 18.2% in 2012. 

Figure 32. 7yr KfW and 7yr Netherlands Yield (%)  Figure 33. 7yr KfW – 7yr Netherlands (Yield Spread, bp) 

 

 

 
Source: Citi Research  Source: Citi Research 

 

Conclusion – KfW vs the Netherlands switch idea 

The hunt-for-yield should help contain any material widening in KfW vs the 
Netherlands in our view with investors keen to buy the strong German agency when 
spreads to similarly rated EMU governments allow for a yield pick-up. Furthermore, 
we see minimal likelihood that the ECB can provoke further significant yield 
compression within the soft core in the near-term.   
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Although we make no changes to our overall issuance targets for H2, there are adjustments at 
the country level. Moreover, we summarize our views on secondary market and regulation for 
covered bonds over the next six months. 

H2 Outlook for covered bonds 
Covered bond issuance: The ECB delivered more than expected in May – and so 
did covered bond issuers in the first half of the year. After a paltry €98bn of new 
deals in FY2013, issuers made use of the extremely low spread environment and 
issued €69bn (including taps) during the last six months – more than 70% of last 
year’s total issuance volume. However, this still hasn’t been enough to outweigh 
redemptions, resulting in net negative supply. In the near-term, we expect issuers to 
take a pause as the summer lull and blackout periods might make them wait until 
September for renewed activity.  

In general, the distribution of primary market activity to segments was in line with 
expectations with French and German issuers playing the most important role, 
followed by Canadian issuers which would play an important role as well. Issuers 
continued to stick to the belly of the curve although we would expect that there 
would be enough demand for bonds with a maturity beyond ten years given the 
current spread environment. More striking, however, is the development of the deal 
size in the covered bond market. The 3-year trend of lower issuance volume halted 
this year. At the same time the share of jumbo covered bonds increased again – 
probably mainly driven by the comeback of the Canadian issuers. Meanwhile, 
German pfandbrief issuers seem to have finally waved “Good-bye” of the Jumbo-
format with no bond being placed with a volume of €1bn year to date. 

Figure 34. Net issuance volume of EUR benchmark covered bonds in 
1H14, EURmn 

 Figure 35. Primary market activity: avg. issuance volume and share of 
jumbo covered bonds, % 

 

 

 
Source: Bloomberg, Citi Research  Source: Citi Research 

 
Issuance forecast: However, even against the background of our “low for longer” 
spread outlook for the end of the year, we don’t think that covered bond issuers will 
keep at this pace. Hence, we stick to our full-year forecast of €113bn. That said, we 
adjust the issuance distribution among covered bond segments for the rest of the 
year (see table below). In many segments our forecast hasn’t changed. However, in 
some segments, a substantial amendment has been necessary. On the one hand, 
covered bond primary markets have been surprised by a higher than expected 
issuance volume from some segments. The most prominent examples are the 
Swiss covered bond segment but also the Portuguese covered bond issuers. In 
both segments, the issuance volume already overshot our expectations to the mid-
year. However, as both segments play a very minor role of the total covered bond 
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market it doesn’t have substantial repercussions on our overall issuance 
expectation. Moreover, we slightly increased our expectation on UK covered bond 
issuance. Although we have already been relatively optimistic on the issuers’ activity 
– especially as FLS is about to end in February 2015 – we didn’t expect four 
issuances of UK banks at this time of the year already. Hence, we slightly adjust our 
expectation to €5bn of UK covered bonds. 

Figure 36. Revised issuance forecast for FY14 

 
Source: Citi Research; * vs our own Citi expectation for 2014 

 
One reason why this still doesn’t affect our overall issuance expectation is the most 
negative surprise on the primary market in 2014 so far. Spanish banks were 
expected to be less active in wholesale funding on a secured basis. However, the 
€4.5bn of cédulas which have been placed so far is clearly below consensus and 
makes us believe that our expectations from the end of last year won’t be met. 
That’s why we reduce our expectation of total cédula issuance by €6bn to €9bn. 

Redemption outlook: For the two following quarters, there is a low chance that for 
the first time this year on a quarterly basis the benchmark covered bond market will 
not be shrinking necessarily as the overall amount of redemptions will stand at 
€66bn. That is substantially lower than in the first two quarters of this year. 
However, we would still think that net negative supply will continue to be the name 
of the game in covered bonds, mainly as issuance activity is usually low over the 
summer, but also because issuers will probably have to rethink their funding plan for 
the rest of the year due to the introduction of the TLTRO. In August no redemptions 
will be recorded while investors can expect nearly €20bn of cash inflow in 
September. Again, the German and the Spanish segment stand out with highest 
redemptions, €21bn and €12.5bn, respectively.  

Original issuance 
forecast for 2014

Issuance year 
to date

Completion 
rate*

New issuance 
forecast for 2014

Redemptions 
2H14

Expected net 
supply 2H14

Australia 4.0 4.0 100% 5.0 0.0 1.0
Austria 4.0 2.0 50% 4.0 1.0 1.0
Belgium 4.0 2.0 49% 4.0 0.0 2.1
Canada 10.0 5.0 50% 10.0 0.0 5.0
Denmark 1.0 1.0 100% 1.0 0.0 0.0
Finland 5.0 4.0 80% 5.0 1.3 -0.3
France 20.0 11.5 57% 19.0 9.4 -1.9
Germany 18.0 11.9 66% 18.0 12.5 -6.4
Ireland 3.0 1.3 42% 2.8 1.5 0.0
Italy 8.0 5.8 72% 9.0 0.0 3.3
Netherlands 4.0 2.0 50% 4.0 4.0 -2.0
New Zealand 1.0 0.8 75% 1.3 0.0 0.5
Norway 5.5 1.0 18% 4.5 0.0 3.5
Portugal 0.5 2.5 500% 3.0 3.0 -2.5
Spain 15.0 4.5 30% 9.0 21.0 -16.5
Sweden 5.0 2.8 55% 4.5 3.0 -1.3
Switzerland 1.0 4.0 400% 4.0 2.0 -2.0
UK 4.0 3.3 81% 5.0 7.1 -5.4
USA 0.0 0.0 -- 0.0 0.0 0.0
Total 113.0 69.0 61% 113.0 65.8 -21.8

Spanish banks’ issuance activity is lower 
than expected  

Redemptions are relatively low in Q3 
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Figure 37. Redemptions in 2H14 by country, EURmn  Figure 38. Spread to pfandbriefe – near pre-crisis lows? Mid-asw, bp 

 

 

 
Source: Bloomberg, Citi Research  Source: Markit, Citi Research 

 
Secondary market outlook: For secondary markets, the primary market outlook 
should continue to be a positive factor. While we think that the compression of 
spreads is a pattern which we will continue to see in the medium-term, one might 
want to compare relative spread levels of the current environment with those of the 
past as one might think that the pre-crisis spread environment is the one where 
covered bond markets will eventually end. As it can be seen in Figure 38. Spread to 
pfandbriefe – near pre-crisis lows? Mid-asw, bp, there is still some tightening 
potential left vs our benchmark, the German pfandbief market, especially in the 
peripheral markets. The only segment which already reached levels beyond those 
of the pre-crisis era is the UK covered bond segment. For peripheral covered bond 
markets the tightening journey should continue in the medium-term. However, we 
don’t expect spreads to pfandbriefe reaching pre-crisis levels, even in the longer-
term in which Citi expects an additional stimulus of the ECB via large scale asset 
purchases. Meanwhile, the main factors for a continuing spread compression are 
still valid in our view. 

Regulatory outlook: Market participants probably didn’t expect the Liquidity 
Coverage Ratio (LCR) to be the dominant regulatory factor for covered bond 
markets in the second half of the year as well, but that’s how it will eventually be. 
The European Commission allowed the official publication time of June 30th to lapse 
which means that the final definition of the LCR in Europe might be unknown until 
September. The working papers which have so far been seen led to the conclusion 
that covered bonds as well as most SSA markets would be treated in line or even 
better than expected. However, nothing is set into stone so far and the slightest 
amendments could have repercussions on the LCR eligibility and eventually on 
secondary market levels. Apart from the LCR, the EC also has to decide on the 
appropriateness of preferential risk weights for covered bonds at the end of the 
year. The underlying assessment has already been provided by the EBA this week, 
mainly arguing that the preferential treatment of covered bonds is justifiable. Hence, 
we don’t expect any negative surprise here. 

Summary: The covered bond market should continue to develop relatively strong in 
the primary market with FY issuance volume higher than in 2012 and 2013 while 
secondary market levels are to remain tight with an ongoing trend of spread 
compression. The fact that covered bond market participants have so far rarely 
been surprised to the downside with respect to the regulatory treatment of the asset 
class should persist in the coming months as well. 
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Figure 39. Coupon adjusted spread (CAS) to fitted curve and swap curve by country (6m history) - all bonds on each curve 

 

Source: Citi Research 
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Figure 40. Coupon adjusted spread (CAS) to fitted curve and swap curve by country (6m history) - bonds with a maximum maturity of 12yrs 

 
Source: Citi Research 
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4 4.00 Mar22 -0.77 May06 14 4 1.25 Jun18 -2.00 Feb13 12
5 4.25 Sep21 -0.34 Jan11 15 5 4.00 Mar18 -1.97 Jan08 12
5 3.25 Sep16 1.42 Jan06 13 5 4.00 Mar19 -1.88 Jan09 11
4 4.00 Mar19 1.72 Jan09 11 4 3.00 Sep19 -1.87 Apr12 11
3 2.25 Jun23 1.75 Jan13 14 3 4.00 Mar17 -1.76 Jan07 11
2 4.00 Mar18 1.78 Jan08 12 2 3.25 Sep16 -1.72 Jan06 13

Cheapest 1 5.50 Sep17 2.91 Jun02 8       Cheapest 1 5.50 Sep17 -1.63 Jun02 8
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Figure 41. Coupon adjusted spread (CAS) to fitted curve and swap curve by country (6m history) - bonds with a minimum maturity of 8yrs 

 
Source: Citi Research 

 

Rank ZScore Issued Size (€bn) Rank ZScore Issued Size (€bn)
Richest 1 1.75 Feb24 -0.75 Jan14 18       Richest 1 1.50 May24 -0.29 May14 10

2 6.25 Jan30 -0.60 Jan00 9 2 2.50 Aug46 0.58 Feb14 5
3 1.50 May24 -0.52 May14 10 3 1.75 Jul22 0.77 Apr12 24
4 2.50 Jul44 -0.44 Apr12 16 4 1.50 Sep22 0.78 Sep12 18
5 2.00 Aug23 -0.26 Sep13 18 5 3.25 Jul42 0.84 Jul10 15
5 4.00 Jan37 0.70 Jan05 23 5 4.25 Jul39 1.16 Jan07 14
4 1.50 May23 0.73 May13 18 4 4.00 Jan37 1.31 Jan05 23
3 4.25 Jul39 0.87 Jan07 14 3 6.25 Jan30 1.32 Jan00 9
2 4.75 Jul40 0.93 Jul08 16 2 4.75 Jul34 1.46 Jan03 20

Cheapest 1 1.50 Feb23 1.60 Jan13 18       Cheapest 1 5.50 Jan31 1.46 Oct00 17

Rank ZScore Issued Size (€bn) Rank ZScore Issued Size (€bn)
Richest 1 2.25 May24 -2.50 Nov13 28       Richest 1 1.75 May23 -1.92 May12 26

2 4.00 Apr55 -1.92 Apr04 15 2 2.25 May24 -1.74 Nov13 28
3 1.75 May23 -1.08 May12 26 3 4.25 Oct23 (OAT) -1.67 Oct06 33
4 1.75 Nov24 -0.88 Jun14 6 4 2.25 Oct22 -1.65 Oct11 25
5 4.25 Oct23 (OAT) -0.70 Oct06 33 5 3.50 Apr26 -1.54 Apr10 30
5 4.50 Apr41 0.59 Apr09 24 5 2.75 Oct27 -1.22 Oct11 26
4 3.50 Apr26 0.62 Apr10 30 4 5.75 Oct32 -1.17 Oct00 26
3 4.00 Oct38 0.66 Oct05 24 3 4.00 Apr60 -1.13 Apr09 11
2 5.75 Oct32 0.92 Oct00 26 2 1.75 Nov24 -0.29 Jun14 6

Cheapest 1 2.25 Oct22 1.68 Oct11 25       Cheapest 1 2.50 May30 -0.03 May14 8

Rank ZScore Issued Size (€bn) Rank ZScore Issued Size (€bn)
Richest 1 4.75 Sep44 -1.95 Mar13 13       Richest 1 5.50 Nov22 -1.16 May12 21

2 4.50 Mar24 -0.39 Aug13 23 2 5.50 Sep22 -1.14 Mar12 20
3 5.00 Mar25 0.26 Mar09 22 3 4.75 Aug23 -1.08 Feb08 25
4 3.50 Mar30 0.43 May14 7 4 4.50 May23 (IK) -1.03 Mar13 18
5 4.75 Aug23 0.57 Feb08 25 5 4.50 Mar24 -1.02 Aug13 23
5 4.75 Sep28 1.55 Jan13 18 5 5.00 Sep40 -0.56 Sep09 21
4 4.00 Feb37 1.56 Aug05 26 4 5.00 Aug39 -0.51 Aug07 19
3 5.00 Aug39 1.65 Aug07 19 3 3.75 Sep24 -0.50 Mar14 17
2 4.50 May23 (IK) 1.83 Mar13 18 2 4.00 Feb37 -0.34 Aug05 26

Cheapest 1 5.00 Sep40 1.85 Sep09 21       Cheapest 1 3.50 Mar30 -0.03 May14 7

Rank ZScore Issued Size (€bn) Rank ZScore Issued Size (€bn)
Richest 1 2.00 Jul24 -0.96 Mar14 9       Richest 1 2.25 Jul22 -2.43 Feb12 15

2 3.75 Jan42 -0.33 May10 15 2 2.00 Jul24 -1.97 Mar14 9
3 2.75 Jan47 -0.23 Feb14 4 3 1.75 Jul23 -1.93 Mar13 16
4 2.50 Jan33 0.00 Mar12 10 4 3.75 Jan23 -1.77 Jan06 11

-6.00 -10.00
4 2.25 Jul22 0.29 Feb12 15 4 3.75 Jan42 -1.21 May10 15
3 1.75 Jul23 0.47 Mar13 16 3 2.75 Jan47 -1.15 Feb14 4
2 4.00 Jan37 1.37 Apr05 14 2 2.50 Jan33 -0.97 Mar12 10

Cheapest 1 3.75 Jan23 2.19 Jan06 11       Cheapest 1 4.00 Jan37 -0.96 Apr05 14

Rank ZScore Issued Size (€bn) Rank ZScore Issued Size (€bn)
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5 5.15 Oct44 0.23 Oct13 5 5 4.65 Jul25 -0.68 Feb10 14
5 4.40 Oct23 1.49 May13 18 5 5.15 Oct28 -0.42 Jul13 10
4 4.80 Jan24 2.19 Sep08 15 4 4.90 Jul40 -0.38 Jun07 13
3 3.80 Apr24 2.37 Jan14 21 3 5.15 Oct44 -0.34 Oct13 5
2 5.90 Jul26 2.37 Mar11 14 2 4.70 Jul41 -0.30 Sep09 12

Cheapest 1 4.65 Jul25 3.22 Feb10 14       Cheapest 1 2.75 Oct24 1.64 Jun14 9
Rank ZScore Issued Size (€bn) Rank ZScore Issued Size (€bn)

Richest 1 3.00 Jun34 -1.91 Mar14 5       Richest 1 4.50 Mar26 -1.95 Jun11 8
2 4.25 Sep22 -1.51 Jan12 15 2 4.25 Sep22 -1.93 Jan12 15
3 3.75 Jun45 -1.07 Sep13 5 3 2.60 Jun24 -1.93 Jan14 11
4 2.60 Jun24 -1.05 Jan14 11 4 2.25 Jun23 -1.89 Jan13 14

-6.00 -10.00
4 4.00 Mar32 1.55 Mar12 8 4 5.00 Mar35 -1.45 May04 19
3 2.25 Jun23 1.72 Jan13 14 3 3.00 Jun34 -1.41 Mar14 5
2 4.25 Mar41 1.75 Apr10 14 2 4.00 Mar32 -1.39 Mar12 8

Cheapest 1 5.00 Mar35 2.33 May04 19       Cheapest 1 3.75 Jun45 -1.37 Sep13 5
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Figure 42. Coupon adjusted spread (CAS) to fitted curve and swap curve by maturity (6m history) 

 
Source: Citi Research 

         
         
         
         
         
   
   
 

 

  

Rank ZScore Issued Size (€bn) Rank ZScore Issued Size (€bn)
Richest 1 3.25 Jan44 -3.39 Oct12 27       Richest 1 1.75 Sep22 -3.23 Jun12 28

2 3.75 Jul52 -2.98 Sep11 22 2 2.75 Sep24 -3.03 Mar14 10
3 4.25 Dec55 -2.62 May05 23 3 4.25 Jun32 -2.82 May00 35
4 5.00 Sep14 -2.32 Jul02 41 4 2.25 Sep23 -2.78 Jun13 27
5 4.75 Dec30 -2.20 Oct07 29 5 4.50 Sep34 -2.72 Jun09 28
5 4.75 Mar20 1.42 Mar05 33 5 4.00 Sep16 0.41 Mar06 35
4 3.75 Sep20 1.52 Jun10 24 4 4.75 Sep15 1.18 Sep03 38
3 4.25 Mar36 2.40 Feb03 26 3 2.00 Jan16 1.33 Nov10 32
2 2.00 Jan16 2.67 Nov10 32 2 2.75 Jan15 1.60 Nov09 29

Cheapest 1 4.75 Sep15 2.73 Sep03 38       Cheapest 1 5.00 Sep14 2.90 Jul02 41
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3 1.75 Jul19 (5y) -0.77 Nov13 30 3 4.50 Mar19 (WX) -1.42 Sep08 35
4 1.25 Jul18 -0.33 Feb13 34 4 3.75 Sep19 -1.40 Jul09 28
5 3.75 Sep19 -0.22 Jul09 28 5 4.75 Mar20 -1.35 Mar05 33
5 1.00 Sep17 -0.16 Mar12 31 5 1.25 Jul18 -1.30 Feb13 34
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Cheapest 1 3.75 Sep20 1.52 Jun10 24       Cheapest 1 4.00 Sep16 (WB) 0.41 Mar06 35
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5 4.25 Dec46 -1.83 May06 21 5 4.25 Sep39 -2.37 Mar09 19
5 4.00 Jan60 0.74 Oct09 19 5 4.25 Dec46 -1.62 May06 21
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This is an excerpt from our latest Weekly Supply Monitor published earlier today. For further 
details (such as a breakdown of upcoming coupon payments, redemptions and our longer term 
supply forecasts) please see the full note.  

Figure 43. Provisional auction calendar for the next four weeks, gross issuance (local currency, billion), DV01 ($ million/bp)  

 

 

Source: DMOs, Citi Research  

Date Country Nominal Size Issue Details DV01
(Local Ccy, bn) $million/bp TYU4 (UST) G U4 (Gilt) RXU4 (Bund)

07 Jul (Mon) US 2.5 - 3.25 Outright Treasury Coupon Purchases: 15-8-2021 - 15-5-2024 -26k
08 Jul (Tue) Austria 1.1 RAGB 1.65% Oct24 and 3.15% Jun44 (issue confirmed, size €1.1bn)  15k
08 Jul (Tue) Germany 1.0 Boblei18 (issue and size confirmed)  8k
08 Jul (Tue) Netherlands 2.0 DSL Jul24 re-opening (issue confirmed, size €1.5-2.5bn)  15k
08 Jul (Tue) UK 1.8 4% Treasury Gilt 2060 (issue confirmed, estimated size)  50k
08 Jul (Tue) US 27.0 3-year 87k
08 Jul (Tue) US 1 - 1.25 Outright Treasury Coupon Purchases: 15-2-2036 - 15-5-2044 -27k
09 Jul (Wed) Greece 3.0 New 3yr (estimated date, size and tenor)  5k
09 Jul (Wed) Germany 4.0 Schatz Jun16 re-opening (issue and size confirmed)  7k
09 Jul (Wed) US 21.0 10-Year (re-opening)  231k
10 Jul (Thu) Ireland 0.8 Irish gilt re-opening (estimated issue and size)  6k
10 Jul (Thu) US 13.0 30-year (re-opening)  294k
10 Jul (Thu) US 0.45 - 0.6 Outright TIPS Purchases: 15-7-2018 - 15-2-2044 -11k
11 Jul (Fri) Italy 7.0 BTP 1.15% May17, 2.15% Dec21 and 15yr (estimated issue and size)  43k

Weekly $DV01 of Issuance 66.4
Total Number of Futures Contracts  548k  50k  97k

Date Country Nominal Size Issue Details DV01
(Local Ccy, bn) $million/bp TYU4 (UST) G U4 (Gilt) RXU4 (Bund)

14 Jul (Mon) US 1 - 1.25 Outright Treasury Coupon Purchases: 15-2-2036 - 15-5-2044 -27k
16 Jul (Wed) Germany 4.0 Bund May24 re-opening (issue and size confirmed)  30k
17 Jul (Thu) France 9.7 OAT 2yr and 5yr, index-linked OAT (estimated tenors and size)  35k
17 Jul (Thu) Spain 5.0 Bono 3yr and 10yr (estimated size and tenor)  23k
17 Jul (Thu) UK 1.5 0.125% Index-linked Treasury Gilt 2024 (issue confirmed, estimated size)  17k
17 Jul (Thu) US 1.75 - 2.25 Outright Treasury Coupon Purchases: 31-7-2018 - 31-3-2019 -10k

Weekly $DV01 of Issuance 14.5
Total Number of Futures Contracts -37k  17k  87k

Date Country Nominal Size Issue Details DV01
(Local Ccy, bn) $million/bp TYU4 (UST) G U4 (Gilt) RXU4 (Bund)

21 Jul (Mon) US 1 - 1.25 Outright Treasury Coupon Purchases: 15-2-2036 - 15-5-2044 -27k
22 Jul (Tue) Belgium 2.6 OLO 5yr, 10yr and 30yr (estimated tenors and size)  23k
22 Jul (Tue) UK 3.3 2¾% Treasury Gilt 2024 (issue confirmed, estimated size)  32k
23 Jul (Wed) US 2.5 - 3.25 Outright Treasury Coupon Purchases: 15-8-2021 - 15-5-2024 -26k
24 Jul (Thu) US 15.0 10-year TIPS  176k
24 Jul (Thu) US 2 - 2.5 Outright Treasury Coupon Purchases: 30-4-2019 - 31-3-2020 -14k

Weekly $DV01 of Issuance 17.5
Total Number of Futures Contracts  110k  32k  23k

Date Country Nominal Size Issue Details DV01
(Local Ccy, bn) $million/bp TYU4 (UST) G U4 (Gilt) RXU4 (Bund)

28 Jul (Mon) Italy 2.8 CTZ Apr16 (estimated issue and size)  4k
28 Jul (Mon) Italy 1.3 BTPei (estimated size)  9k
28 Jul (Mon) US 28.0 2-Year  90k
28 Jul (Mon) US 1 - 1.25 Outright Treasury Coupon Purchases: 15-2-2036 - 15-5-2044 -27k
29 Jul (Tue) UK 4.3 Syndication (25yrs+ IL in second half of July, estimated size)  191k
29 Jul (Tue) US 35.0 5-year  190k
29 Jul (Tue) US 0.3 - 0.45 Outright Treasury Coupon Purchases: 15-11-2024 - 15-2-2031 -7k
30 Jul (Wed) Italy 5.8 BTP 1.5% Aug19 and 3.75% Sep24 (estimated issue and size)  35k
30 Jul (Wed) Italy 1.8 CCTeu (estimated size)  7k
30 Jul (Wed) US 29.0 7-year  225k
30 Jul (Wed) US 15.0 2-Year FRN  48k
31 Jul (Thu) US 1 - 1.25 Outright Treasury Coupon Purchases : 15-2-2036 - 15-5-2044 -27k

Weekly $DV01 of Issuance 78.0
Total Number of Futures Contracts  493k  191k  56k

The next release of the tentative outright Treasury operation schedule will be at 3 p.m. on July 31, 2014.  Therefore we have included Fed buybacks only upto that time in this calendar.
Additional issue expected in July: Spain 15yr syndication (€3bn). It is not included in the table above as the timing of this supply event has not been announced. 

Approx. Number 10yr Futures

Approx. Number 10yr Futures

Approx. Number 10yr Futures

Approx. Number 10yr Futures

Aman Bansal, CFA 

4 Week Auction Calendar: Euro, UK and US 
Aman Bansal, CFA 

https://ir.citi.com/IoPqAAtMfBrXG1UwG5KChdlHU75ku8CpxETd9%2f2tEpjLUWrIJxSFBwd4tPDiNB19JK77Drw%2bLuQ%3d
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Figure 44. EMU-11 Bond redemptions over the next three months (€bn) 

 
Source: DMOs, Bloomberg, Citi Research                                                                                                                                                     This table is on a calendar-date basis                                                              

Figure 45. EMU-11 Coupon payments over the next three months (€bn) 

 
Source: DMOs, Bloomberg, Citi Research                                                                                                                                                     This table is on a calendar-date basis                                                               

Figure 46. EMU-11 remaining redemptions over the next 3months (€bn)  Figure 47. EMU-11 remaining coupons over the next 3months (€bn) 

 

 

 
Source: DMOs, Bloomberg, Citi Research          This chart is on a calendar-date basis                                                                 Source: DMOs, Bloomberg, Citi Research         This chart is on a calendar-date basis                                                                

Redemptions = €196bn
DEU FRA NLD ITA ESP BEL AUT FIN PRT GRC IRL
40 41 13 60 16 10 10 7 0 0 0

(Fri) 04-Jul-14 25.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Sat) 12-Jul-14 0.0 25.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Tue) 15-Jul-14 0.0 0.0 12.5 0.0 0.0 0.0 9.6 0.0 0.0 0.0 0.0
(Wed) 30-Jul-14 0.0 0.0 0.0 0.0 16.4 0.0 0.0 0.0 0.0 0.0 0.000
(Fri) 01-Aug-14 0.0 0.0 0.0 27.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Fri) 12-Sep-14 15.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

(Mon) 15-Sep-14 0.0 0.0 0.0 18.4 0.0 0.0 0.0 6.5 0.0 0.0 0.0
(Thu) 25-Sep-14 0.0 15.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Sun) 28-Sep-14 0.0 0.0 0.0 0.0 0.0 10.3 0.0 0.0 0.0 0.0 0.0
(Tue) 30-Sep-14 0.0 0.0 0.0 14.3 0.0 0.0 0.0 0.0 0.0 0.0 0.000

Redemptions

Coupons = €59bn
DEU FRA NLD ITA ESP BEL AUT FIN PRT GRC IRL
13 5 5 19 8 4 3 1 0 0 0

(Fri) 04-Jul-14 11.4 0.0 0.0 0.0 0.0 0.0 0.0 0.9 0.0 0.0 0.0
(Sat) 12-Jul-14 0.0 1.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Tue) 15-Jul-14 0.0 0.0 5.2 0.4 0.0 0.0 1.8 0.0 0.0 0.0 0.0
(Sun) 20-Jul-14 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Fri) 25-Jul-14 0.0 3.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

(Wed) 30-Jul-14 0.0 0.0 0.0 0.0 8.4 0.0 0.0 0.0 0.0 0.0 0.0
(Fri) 01-Aug-14 0.0 0.0 0.0 8.4 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Fri) 15-Aug-14 0.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

(Mon) 18-Aug-14 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Mon) 01-Sep-14 0.0 0.0 0.0 7.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Thu) 04-Sep-14 1.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Thu) 11-Sep-14 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Mon) 15-Sep-14 0.0 0.0 0.0 2.0 0.0 0.0 1.3 0.6 0.0 0.0 0.0
(Sat) 20-Sep-14 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Thu) 25-Sep-14 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
(Sun) 28-Sep-14 0.0 0.0 0.0 0.0 0.0 4.0 0.0 0.0 0.0 0.0 0.0
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This page contains our projections for Spanish and Italian bill supply in 2014.  

Auction calendar for the next four weeks 

Figure 48. Italy and Spain provisional bill auction calendar for the next four weeks: Gross issuance (€ billion), DV01 (€ million/bp) 

 
Source: DMOs, Citi Research                                                                                                                                                                         This table is on a calendar-date basis                                                                

2014 projections for bill supply 

Figure 49. 2014 Italy and Spain Bill Supply – Citi Forecast (€ billion) 

 
Source: DMOs, Bloomberg, Citi Research                                                                                                                                                    This table is on a calendar-date basis                                                              

 

 

   
  

Week Date Country Issue Details Total Size (€bn)
Week 1 10 Jul (Thu) Italy 12 month (14 July 2015; issue confirmed, estimated size) 7

Total Size in Week 1 7.0
Week 2 15 Jul (Tue) Spain 6month (23 January 2015) and 12month (new bill) - tenors confirmed, estimated issue and size 5.25

Total Size in Week 2 5.3
Week 3 22 Jul (Tue) Spain 3month (17 October 2014) and 9month (10 April 2015) - tenors confirmed, estimated issue and size 4.25

Total Size in Week 3 4.3
Week 4 29 Jul (Tue) Italy 6 month (30 January 2015; issue confirmed, estimated size) 7.5

Total Size in Week 4 7.5
Italy announces issue size 3 business days before the auction
Spain announces issue details 1 business day before the auction

SPAIN 3m 6m 9m 12m 18m Gross Supply Redemptions NCR
Jan 1.0 1.0 2.2 3.1 0.0 7 8 -1 
Feb 0.9 0.9 2.2 3.6 0.0 8 11 -4 
Mar 1.3 1.0 2.0 3.5 0.0 8 10 -2 
Apr 1.1 1.2 2.0 3.7 0.0 8 12 -4 
May 0.9 1.4 2.9 3.8 0.0 9 8 1 
Jun 0.9 0.9 3.0 4.6 0.0 9 14 -4 
Jul 1.3 1.0 3.0 4.5 0.0 10 8 2
Aug 1.3 1.0 3.0 4.0 0.0 9 8 2 
Sep 1.0 1.0 3.0 3.8 0.0 9 7 1 
Oct 1.0 1.0 3.0 3.8 0.0 9 9 -0 
Nov 1.0 1.0 3.0 3.8 0.0 9 8 0 
Dec 1.0 1.0 2.8 3.8 0.0 9 7 2 
Total 12.5 12.5 31.9 45.8 0.0 103 110 -8 

ITALY 3m* 6m 9m 12m Flexible BOT Gross Supply Redemptions NCR
Jan 0.0 8.1 0.0 9.3 0.0 17 20 -2 
Feb 0.0 8.6 0.0 8.0 0.0 17 19 -3 
Mar 0.0 8.3 0.0 7.6 0.0 16 16 -1 
Apr 0.0 7.7 0.0 7.5 0.0 15 17 -2 
May 0.0 7.2 0.0 7.2 0.0 14 14 0 
Jun 0.0 8.3 0.0 7.2 0.0 15 16 -0 
Jul 0.0 8.3 0.0 7.0 0.0 15 15 0 
Aug 0.0 7.5 0.0 8.0 0.0 16 17 -2 
Sep 0.0 7.0 0.0 8.5 0.0 16 18 -3 
Oct 0.0 7.0 0.0 8.5 0.0 16 17 -1 
Nov 0.0 7.0 0.0 7.0 0.0 14 14 -0 
Dec 0.0 7.0 0.0 6.0 0.0 13 14 -1 
Total 0.0 91.9 0.0 91.7 0.0 184 197 -14 

*3month bills w ill be issued only for specif ic cash needs. In this case, auctions shall be held on the 12 month BOT auction dates

ESP and ITA Bill Issuance Projections 
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Figure 50. Citi Inflation Forecasts 

 
Source: Citi Research, Bloomberg                                                                                                                                                                                     Shaded = Already released 

 

Figure 51. US TIPS Inflation-linked Carry (based on forecasts above) – One week changes 

 
Source: Citi Research, Bloomberg 

 

Month
May 14 117.44 -0.1 0.4 126.27 0.0 0.6 255.90 0.1 2.4 237.90 0.3 2.1
Jun 14 117.61 0.1 0.5 126.25 -0.0 0.4 256.10 0.1 2.6 238.00 0.0 1.9
Jul 14 116.85 -0.6 0.4 125.77 -0.4 0.3 255.90 -0.1 2.5 238.10 0.0 1.9
Aug 14 116.93 0.1 0.3 126.15 0.3 0.2 257.00 0.4 2.4 238.70 0.3 2.1
Sep 14 117.53 0.5 0.4 125.92 -0.2 0.3 258.10 0.4 2.5 239.00 0.1 2.1
Oct 14 117.70 0.1 0.6 126.01 0.1 0.5 258.80 0.3 2.7 238.80 -0.1 2.2

MoM 
Change

MoM 
Change

YoY 
Change

EUR HICPxT France CPIxT UK RPI
MoM 

Change
YoY 

Change
Index 

Forecast

US CPURNSA
Index 

Forecast
Index 

Forecast
MoM 

Change
YoY 

Change
Index 

Forecast
YoY 

Change

RY BE
(%) 1 Aug 1 Sep 1 Oct (bp) 1 Aug 1 Sep 1 Oct

Repo (%) 0.10 0.10 0.10
TIPS 7/15 -1.83 -2 -7 16 3 -11 US-4.250-08/15/15 201 4 9 15 2 -13 16 -18 
TIPS 1/16 -1.48 1 -4 12 6 0 US-2.625-02/29/16 183 4 8 11 3 -5 11 -2 
TIPS 4/16 -1.32 0 -4 11 6 2 US-2.000-04/30/16 176 4 8 9 3 -3 8 -4 
TIPS 7/16 -1.58 -0 -4 9 4 -2 US-4.875-08/15/16 212 5 8 7 0 -8 8 -3 
TIPS 1/17 -1.19 5 2 8 5 3 US-3.125-01/31/17 196 1 4 6 1 -4 14 1
TIPS 4/17 -1.02 5 2 8 6 4 US-0.875-04/30/17 193 3 5 5 1 -3 10 -1 
TIPS 7/17 -1.15 5 2 7 5 3 US-4.750-08/15/17 216 3 5 5 0 -5 11 1
TIPS 1/18 -0.81 7 4 6 6 5 US-3.500-02/15/18 206 2 3 4 0 -4 14 2
TIPS 4/18 -0.64 7 5 6 6 5 US-0.625-04/30/18 201 3 4 4 0 -3 13 1
TIPS 7/18 -0.80 6 4 6 5 4 US-4.000-08/15/18 221 3 4 3 -1 -4 12 -4 
TIPS 1/19 -0.53 7 5 6 5 5 US-2.750-02/15/19 216 3 4 3 0 -3 12 1
TIPS 4/19 -0.39 7 5 5 5 5 US-1.625-04/30/19 210 3 4 3 0 -3 13 -3 
TIPS 7/19 -0.49 8 6 5 5 5 US-3.625-08/15/19 223 2 3 3 -1 -4 15 -2 
TIPS 1/20 -0.25 9 7 5 5 6 US-3.625-02/15/20 213 1 2 2 0 -3 22 2
TIPS 7/20 -0.22 9 8 4 5 5 US-2.625-08/15/20 226 2 3 2 -1 -3 19 2
TIPS 1/21 -0.04 10 9 4 5 5 US-3.625-02/15/21 216 1 2 2 -1 -3 26 2
TIPS 7/21 -0.02 11 9 4 5 5 US-2.125-08/15/21 229 1 2 2 -1 -3 21 2
TIPS 1/22 0.15 12 10 4 5 5 US-2.000-02/15/22 220 1 1 2 -1 -3 27 2
TIPS 7/22 0.16 11 10 4 4 5 US-1.625-08/15/22 229 1 2 1 -1 -3 26 -1 
TIPS 1/23 0.28 12 10 3 4 5 US-2.000-02/15/23 223 1 2 1 -1 -2 30 1
TIPS 7/23 0.28 12 10 3 4 5 US-2.500-08/15/23 229 1 2 1 -1 -3 31 -1 
TIPS 1/24 0.36 12 11 3 4 5 US-2.750-02/15/24 226 1 1 1 -1 -3 31 1
TIPS 1/25 0.45 12 11 3 4 5 US-7.625-02/15/25 217 1 1 1 -1 -3 42 1
TIPS 1/26 0.54 13 12 3 4 5 US-6.000-02/15/26 222 1 1 1 -1 -3 39 1
TIPS 1/27 0.62 12 11 3 4 5 US-6.625-02/15/27 222 2 2 1 -1 -3 42 -0 
TIPS 1/28 0.71 13 12 3 3 4 US-6.125-11/15/27 221 3 3 1 -1 -3 45 -1 
TIPS 4/28 0.69 13 12 3 4 5 US-5.500-08/15/28 229 3 3 1 -1 -2 35 -1 
TIPS 1/29 0.74 13 12 3 3 4 US-5.250-02/15/29 228 3 3 1 -1 -2 39 -1 
TIPS 4/29 0.73 13 12 3 4 4 US-5.250-02/15/29 229 3 3 1 -1 -2 37 -1 
TIPS 4/32 0.84 13 12 2 3 4 US-5.375-02/15/31 228 3 3 1 -1 -2 42 -1 
TIPS 2/40 1.06 13 12 2 2 3 US-4.625-02/15/40 231 2 2 0 -1 -2 44 -1 
TIPS 2/41 1.06 12 12 2 2 3 US-4.750-02/15/41 232 2 2 0 -1 -2 44 -1 
TIPS 2/42 1.12 12 12 1 2 2 US-3.125-02/15/42 233 3 3 0 -1 -2 43 -1 
TIPS 2/43 1.12 12 11 1 2 2 US-3.125-02/15/43 235 3 3 0 -1 -2 41 -1 
TIPS 2/44 1.12 12 12 1 2 2 US-3.625-02/15/44 236 2 3 0 -1 -2 41 -1 
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Figure 52. EUR Inflation-linked Carry (based on forecasts above) – One week changes 

 
Source: Citi Research 

Figure 53. UK Gilts Inflation-linked Carry (based on forecasts above) – One week changes 

 
Source: Citi Research 

RY BE Chg
(%) 1 Aug 1 Sep 1 Oct (bp) 1 Aug 1 Sep 1 Oct (bp)

Repo (%) 0.04 0.05 0.05
OATei15 -0.64 -7 -4 -13 -5 -92 FFRG 4/15 67 6 3 -13 -5 -91 12 -20 
BUNDei16 -0.12 -4 -2 -6 2 -41 BUND 1/16 11 3 1 -5 3 -40 1 -15 
BTANi16 -0.61 1 1 -1 -5 -29 FFRG 4/16 66 -2 -2 -1 -5 -29 15 -4 
BTPei16 0.17 -7 -6 -4 4 -29 BTP 8/16 41 0 -1 -6 0 -36 29 -10 
OATi17 -0.66 -2 -1 -1 -4 -19 FFRG 4/17 81 2 1 -1 -4 -20 17 -5 
BTPei17 0.29 -11 -10 -2 3 -19 BTP 8/17 56 4 2 -4 -1 -26 36 -7 
BOBLei18 -0.60 -2 -1 -3 -1 -21 BUND 1/18 70 3 2 -4 -1 -21 8 -6 
OATei18 -0.63 -2 -1 -3 -1 -20 FFRG 4/18 91 2 1 -4 -2 -21 22 -6 
BTPei18 0.40 -10 -9 -2 3 -13 BTP 8/18 74 7 6 -4 -2 -20 34 -8 
OATi19 -0.60 1 2 -1 -2 -11 FFRG 4/19 107 -0 -1 -1 -3 -14 24 -0 
BTPei19 0.59 -6 -5 -1 3 -10 BTP 9/19 84 5 4 -3 -2 -17 37 -5 
BUNDei20 -0.54 -1 0 -2 -1 -14 BUND 1/20 97 3 3 -3 -2 -15 16 -3 
OATei20 -0.45 -4 -3 -2 0 -13 FFRG 4/20 115 6 5 -3 -2 -16 20 -7 
OATi21 -0.30 -2 -2 0 -1 -7 FFRG 4/21 123 6 6 -1 -3 -10 31 -6 
BTPei21 1.00 -6 -6 0 3 -6 BTP 9/21 109 7 7 -3 -2 -14 32 -7 
OATei22 -0.16 -4 -4 -1 0 -8 FFRG 4/21 110 8 7 -2 -2 -12 43 -9 
BUNDei23 -0.25 -1 -1 -1 0 -8 BUND 1/22 109 5 4 -2 -2 -10 37 -6 
OATi23 -0.07 -4 -4 0 0 -5 FFRG 10/23 153 8 8 -1 -3 -9 19 -8 
BTPei23 1.41 -7 -7 0 3 -3 BTP 8/23 121 8 7 -2 -2 -12 39 -7 
OATei24 0.11 -3 -3 -1 1 -6 FFRG 10/23 136 8 7 -2 -2 -10 34 -8 
BTPei24 1.57 -5 -5 0 3 -3 BTP 9/24 128 7 6 -2 -2 -11 39 -6 
SPGBEI24 1.42 -1 -1 0 3 -3 SPAG 4/24 127 5 5 -2 -2 -11 41 -5 
BTPei26 1.76 -7 -7 0 3 -2 BTP 3/26 128 7 6 -2 -2 -10 51 -5 
OATei27 0.36 -5 -4 -1 1 -4 FFRG 4/26 155 9 8 -2 -2 -9 31 -8 
OATi29 0.41 -3 -3 0 0 -2 FFRG 4/29 178 7 7 -1 -2 -7 26 -5 
BUNDei30 0.23 -3 -3 0 1 -4 BUND 1/30 164 8 7 -2 -2 -8 23 -6 
OATei30 0.60 -4 -4 0 1 -3 FFRG 5/30 174 9 8 -1 -2 -7 21 -8 
OATei32 0.61 -3 -3 0 1 -3 FFRG 10/32 176 8 7 -2 -2 -8 24 -7 
BTPei35 2.16 3 3 0 2 -1 BTP 8/34 155 1 0 -2 -2 -7 49 1
OATei40 0.74 -2 -2 0 1 -2 FFRG 4/41 192 8 8 -1 -2 -6 17 -8 
BTPei41 2.47 1 1 0 2 0 BTP 9/40 149 3 3 -1 -2 -6 61 -2 
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Repo (%) 0.43 0.45 0.46

UKTi Jul16 -1.57 8 7 4 8 12 UKT 9/16 265 -1 -1 1 3 4 44 4
UKTi Nov17 -1.22 9 8 -2 -4 -11 UKT 3/18 292 2 2 -5 -10 -20 16 3
UKTi Nov19 -0.77 10 9 0 -1 -4 UKT 9/19 287 2 1 -3 -7 -13 26 1
UKTi Apr20 -0.65 10 10 3 6 9 UKT 3/20 284 3 3 0 0 0 22 -2 
UKTi Nov22 -0.39 11 10 0 0 -2 UKT 3/22 289 1 1 -2 -5 -9 34 1
UKTi Mar24 -0.16 12 12 0 1 -1 UKT 3/25 303 1 1 -2 -4 -8 16 -2 
UKTi Jul24 -0.19 11 10 2 4 6 UKT 3/25 306 2 2 0 0 -1 24 1
UKTi Nov27 -0.10 10 9 0 0 -1 UKT 12/27 317 1 1 -2 -4 -7 24 0
UKTi Mar29 -0.01 8 8 0 1 0 UKT 12/30 323 1 1 -2 -3 -6 17 -2 
UKTi Jul30 -0.05 8 8 1 3 5 UKT 6/32 333 0 0 0 0 -1 17 -6 
UKTi Nov32 -0.04 8 7 0 0 0 UKT 6/32 332 1 1 -1 -3 -6 23 -0 
UKTi Mar34 0.01 8 8 0 0 0 UKT 9/34 334 0 0 -1 -3 -5 20 -2 
UKTi Jan35 -0.02 6 6 1 2 3 UKT 3/36 340 1 1 0 -1 -1 18 -2 
UKTi Nov37 -0.02 7 7 0 0 0 UKT 12/38 341 1 0 -1 -3 -5 21 -0 
UKTi Mar40 0.00 6 6 0 0 0 UKT 9/39 342 1 1 -1 -3 -5 18 -1 
UKTi Nov42 -0.03 6 5 0 0 0 UKT 12/42 345 1 1 -1 -3 -4 18 -1 
UKTi Mar44 0.01 5 5 0 0 0 UKT 1/44 345 1 1 -1 -2 -4 16 -2 
UKTi Nov47 -0.02 6 6 0 0 0 UKT 12/46 346 1 1 -1 -2 -4 17 -1 
UKTi Mar50 -0.03 6 5 0 0 0 UKT 12/49 344 1 1 -1 -2 -4 16 -2 
UKTi Mar52 -0.01 6 6 0 0 0 UKT 7/52 344 1 1 -1 -2 -4 16 -2 
UKTi Nov55 -0.06 6 6 0 0 0 UKT 12/55 344 1 1 -1 -2 -4 18 -1 
UKTi Mar62 -0.06 6 6 0 0 0 UKT 1/60 345 1 1 -1 -2 -3 17 -2 
UKTi Mar68 -0.06 6 6 0 0 0 UKT 7/68 346 1 1 -1 -2 -3 16 -3 
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Date Publication Topic Page Region 

03-Jul-14 NOTE Weekly Supply Monitor: Euro, UK and US Supply Outlook  - Global 

03-Jul-14 NOTE UK Rates Strategy: What Moves Markets?  - UK 

01-Jul-14 NOTE Euro SSA and Covered Bond Monthly - EUR 

30-Jun-14 NOTE EMU Supply: Very Supportive Cash Flow Profile In July - EUR 

30-Jun-14 NOTE European Flow Monitor: DSL demand highest in eleven months - EUR 

27-Jun-14 NOTE European Rates Strategy: The month-end RV pack  - EUR 

26-Jun-14 European Weekly ECB: Negative Eonia? Not Impossible 9 EUR 

    The Case for Short 1y30y Implied Vol Strategies 11 EUR 

    UK Rates – flattening towards flat 13 UK 

    Summer supports for German bond yields 16 EUR 

    Three topics in Dutch agencies 17 EUR 

    LCR: where do we stand, where will we go? 19 EUR 

    Sovereign Ratings Outlook 22 Global 

26-Jun-14 NOTE Weekly Supply Monitor: Euro, UK and US Supply Outlook  - Global 

26-Jun-14 NOTE European Rates Strategy: Negative Eonia? It's Possible  - EUR 

24-Jun-14 NOTE Covered Bond Strategy: LCR: Where do we stand, where will we go?  - EUR 

23-Jun-14 NOTE Covered Bond Strategy - S&P Ups 14 Multi-Cedulas On Collateral Improvement - EUR 

23-Jun-14 NOTE Technical flash: Bunds resuming upward momentum? - EUR 

23-Jun-14 NOTE European Flow Monitor: The Netherlands only core market with positive demand  - EUR 

19-Jun-14 European Weekly Funding negative US and UK swap carry via EUR swaps 8 Global 

    UK Rates – Is ‘gradual’ vulnerable? 10 UK 

    EGB supply now over the half-way point 12 EUR 

    SSA Strategy – EIB and EFSF outperform 14 EUR 

    End-June EGBI Projection 16 EUR 

19-Jun-14 NOTE UK: Is the 'gradual' pace of the hiking cycle vulnerable to re-pricing?  - UK 

19-Jun-14 NOTE Weekly Supply Monitor: Euro, UK and US Supply Outlook  - Global 

19-Jun-14 NOTE European Inflation-linked Index Projection - EUR 

18-Jun-14 NOTE Funding negative US and UK swap carry via EUR swaps  - EUR 

17-Jun-14 NOTE UK: MPC minutes, the gilt curve and contrarian bullish trades  - UK 

17-Jun-14 NOTE EMU Month-end Index Projections - EUR 

17-Jun-14 NOTE SSA: The ECB has turbo-charged the hunt-for-yield - EUR 

16-Jun-14 NOTE Technical flash: Bunds approaching top of the range - EUR 
 

Summary of Recent Publications  
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The portion of this research report regarding non-OCC issued options is not 
intended for US clients other than Qualified Institutional Buyers. Investing in options 
is not suitable for all investors. Please see the disclosures concerning the risks of 
investing in options below and discuss with your Financial Advisor whether this 
particular options strategy is suitable for you. Note that all option prices are 
indications, based on intraday prices as of 3 July 2014. Interested investors should 
contact our trading desk for updated price and liquidity information. Also, complex 
option strategies may entail higher commissions costs. 

OPTIONS RISK DISCLOSURE — PLEASE READ CAREFULLY This section discusses 
possible options strategies that you may choose to employ in conjunction with the company 
securities discussed herein. If you choose to engage in the options transactions discussed 
within this document, you must have an approved options account and will be subject to 
certain criteria which may ultimately prevent you from engaging in certain option strategies. 
It is important for you as an investor to know and understand that Options do involve risk 
and sometimes, significant risk, therefore may not be appropriate for all investors. If you buy 
options, the maximum loss is the premium. If you sell put options, the risk is the entire 
notional below the strike. If you sell call options, the risk is unlimited. The actual profit or loss 
from any trade will depend on the price at which the trades are executed. The prices used 
herein are historical and may not be available when you order is entered. Commissions and 
other transaction costs are not considered in these examples.  

Please speak to your Financial Advisor to ensure you have a full understanding of the 
risk and reward of the strategy you are considering. Strategies that are opened or closed 
differently than what is discussed in this document could have a significantly different 
outcome from what is described. It should be noted that certain Index options might 
have special settlement dates or settlement requirements that are different from 
traditional equity options. Commissions, taxes, and margin costs have not been included 
but will affect the outcome of any option transaction and should be considered. 
However, they can have a significant impact on the profitability of options transactions 
and should be considered carefully before entering into any option strategy. Because of 
the importance of tax considerations to all option transactions, the investor considering 
options should consult with his/her tax advisor as to how their tax situation is affected by 
the outcome of contemplated options transactions. Certain options trades/strategies 
must be executed in a margin account. Transactions executed in a margin account can 
require the investor to periodically deposit additional collateral into the account in order 
to maintain the positions. The preceding language is not a full description of all possible 
risks associated with options trading.  

For a more complete description on the uses and risks of options, please see the 
document titled Characteristics and Risks of Standardized Options. If you would like 
an additional copy of this document please contact Citigroup Global Markets Inc., 
Options Department, 390 Greenwich Street, New York, NY 10013. Options are not 
suitable for all investors. Before entering into any transaction using listed options, 
investors should read and understand the current Options Clearing Corp. Disclosure 
Document (Characteristics and Risks of Standardized Options) at 
http://www.theocc.com/about/publications/character-risks.jsp, 
http://www.theocc.com/components/docs/January_2011_ODD_Definitive_Suppleme
nt.pdf,  
http://www.theocc.com/components/docs/March_2011_ODD_Definitive_Supplemen
t.pdf, and 
http://www.theocc.com/components/docs/January_2012_ODD_Definitive_Supplem
ent.pdf 

Investing in options other than Standardized Options may entail additional risks. 

http://www.theocc.com/about/publications/character-risks.jsp
http://www.theocc.com/components/docs/January_2011_ODD_Definitive_Supplement.pdf
http://www.theocc.com/components/docs/January_2011_ODD_Definitive_Supplement.pdf
http://www.theocc.com/components/docs/March_2011_ODD_Definitive_Supplement.pdf
http://www.theocc.com/components/docs/March_2011_ODD_Definitive_Supplement.pdf
http://www.theocc.com/components/docs/January_2012_ODD_Definitive_Supplement.pdf
http://www.theocc.com/components/docs/January_2012_ODD_Definitive_Supplement.pdf
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the front of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst. 
Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein 
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with 
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly, 
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report. 

IMPORTANT DISCLOSURES 
Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of NV BANK NEDERLANDSE GEMEENTEN 
Citigroup Global Markets Inc. owns a position of 1 million USD or more in the debt securities of United States 
Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of NV BANK 
NEDERLANDSE GEMEENTEN, KFW, Ireland, Austria, Italy, Netherlands, United Kingdom, United States, Belgium, France, Spain, Finland. 
Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from NV BANK 
NEDERLANDSE GEMEENTEN, KFW, Ireland, Austria, Italy, Netherlands, Germany, United Kingdom, United States, Belgium, France, Spain, Finland. 
Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking 
services from KFW, Ireland, Germany, United Kingdom, Belgium, France, Finland. 
Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from NV BANK 
NEDERLANDSE GEMEENTEN, KFW, Ireland, Austria, Italy, Netherlands, Germany, United Kingdom, United States, Belgium, France, Spain, Finland in the 
past 12 months. 
Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): NV BANK NEDERLANDSE 
GEMEENTEN, KFW, Ireland, Austria, Italy, Netherlands, Germany, United Kingdom, United States, Belgium, France, Spain, Finland. 
Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: NV BANK NEDERLANDSE GEMEENTEN, KFW, Ireland, Austria, Italy, Netherlands, Germany, United Kingdom, United States, 
Belgium, France, Spain, Finland. 
Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: NV BANK NEDERLANDSE GEMEENTEN, KFW, Ireland, Austria, Italy, Netherlands, Germany, United Kingdom, United 
States, Belgium, France, Spain, Finland. 
United States or its affiliates beneficially owns 5% or more of any class of common equity securities of Citigroup Inc. 
Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 
revenues. 
For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Research product ("the 
Product"), please contact Citi Research, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: Legal/Compliance [E6WYB6412478]. In 
addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's 
disclosure website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   Valuation and Risk assessments can be found in the text of the 
most recent research note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request. 
NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 
Citigroup Global Markets Ltd Alessandro Tentori; Jamie Searle; Matteo Regesta; Peter Goves 
Citigroup Global Markets Deutschland AG Michael Spies 
Citigroup Global Markets India Private Limited Aman Bansal, CFA 

OTHER DISCLOSURES 
Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to NV BANK NEDERLANDSE GEMEENTEN, Ireland, Austria, 
Italy, United Kingdom, United States, Belgium, Spain, Finland. (For an explanation of the determination of significant financial interest, please refer to the 
policy for managing conflicts of interest which can be found at www.citiVelocity.com.) 
For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 



European Rates Weekly 
3 July 2014 Citi Research 
 

 38 

transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 
Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 
Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 
Important Disclosures for Bell Potter Customers: Bell Potter is making this Product available to its clients pursuant to an agreement with Citigroup Global 
Markets Australia Pty Limited.  Neither Citigroup Global Markets Australia Pty Limited nor any of its affiliates has made any determination as to the suitability 
of the information provided herein and clients should consult with their Bell Potter financial advisor before making any investment decision. 
The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citigroup Global Markets Australia Pty Limited. (ABN 64 003 114 832 and AFSL No. 240992), 
participant of the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 
2000.  The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 
238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship 
managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private 
Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is 
made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian 
Central Bank, APIMEC - Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos 
de Investimento.  Av. Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by 
Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, 
Toronto, Ontario M5J 2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is 
regulated by the Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile.   The Product is distributed in Germany by Citigroup 
Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, Reuterweg 16, 60323 
Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)) is 
issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup Global Markets Asia 
Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong Kong Branch, for its 
clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank N.A. is regulated by 
the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on or any matters 
arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, which is 
regulated by Securities and Exchange Board of India.  1202, 12th Floor, FIFC, G Block, Bandra Kurla Complex, Bandra East, Mumbai - 400051 Corporate 
Identity Number: U99999MH2000PTC126657 Tel:+9102261759999 Fax:+9102261759961.  The Product is made available in Indonesia through PT 
Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any copy hereof 
may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable 
capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered 
with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not 
be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an 
offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, regulated by 
the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made available in 
Italy by Citigroup Global Markets Limited, which is authorised by the PRA and regulated by the FCA and the PRA.  Via dei Mercanti, 12, Milan, 20121, 
Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 



European Rates Weekly 
3 July 2014 Citi Research 
 

 39 

Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Citi Velocity website.  If you have 
questions regarding Citi Velocity, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets Korea 
Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
(KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 100-180, Korea.   KOFIA makes available registration information of research analysts on its 
website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea 
Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02. The Product is made available in 
Korea by Citibank Korea Inc., which is regulated by the Financial Services Commission and the Financial Supervisory Service. Address is Citibank Building, 
39 Da-dong, Jung-gu, Seoul 100-180, Korea.  The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd (Company No. 
460819-D) (“CGMM”) to its clients and CGMM takes responsibility for its contents. CGMM is regulated by the Securities Commission of Malaysia. Please 
contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with, 
the Product.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero 
Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. 
Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 
2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by 
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 
2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities 
Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available in the Philippines 
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission. 
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De 
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom 
Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku 
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made available in the Russian Federation through ZAO Citibank, which is licensed 
to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian 
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor any 
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation 
or outside the Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in 
Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as 
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., 
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are 
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank 
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of 
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in 
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap. 
289).   Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its 
registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South 
Africa, South African Reserve Bank and the Financial Services Board.  The investments and services contained herein are not available to private customers 
in South Africa.  The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 
and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, 
Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and 
CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the 
Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If 
the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the 
Product shall be considered as advertising the securities or making recommendation of the securities in the Republic of China. The Product is for 
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security or financial products. Any decision to 
purchase securities or financial products mentioned in the Product must take into account existing public information on such security or the financial 
products or any registered prospectus.  The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the 
Securities and Exchange Commission of Thailand.  399 Interchange 21 Building, 18th Floor, Sukhumvit Road, Klongtoey Nua, Wattana ,Bangkok 10110, 
Thailand.  The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere 
Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets 
Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial 
Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A 
distribution of the different Citi Research ratings distribution, in percentage terms for Investments in each sector covered is made available on 
request.  Financial products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties.  The 
Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised by the Prudential Regulation Authority (“PRA”) and 
regulated by the Financial Conduct Authority (“FCA”) and the PRA.  This material may relate to investments or services of a person outside of the UK or to 
other matters which are not authorised by the PRA nor regulated by the FCA and the PRA and further details as to where this may be the case are available 
upon request in respect of this material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United 
States by Citigroup Global Markets Inc, which is a member of FINRA and registered with the US Securities and Exchange Commission. 388 Greenwich 
Street, New York, NY 10013.   Unless specified to the contrary, within EU Member States, the Product is made available by Citigroup Global Markets 



European Rates Weekly 
3 July 2014 Citi Research 
 

 40 

Limited, which is authorised by the PRA and regulated by the FCA and the PRA.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product is not to be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
Citi Research generally disseminates its research to the Firm’s global institutional and retail clients via both proprietary (e.g., Citi Velocity and Citi Personal 
Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via Citi’s proprietary distribution 
platforms; however such research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise 
inconsistent with the author’s previously published research. Certain research is made available only to institutional investors to satisfy regulatory 
requirements. Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email distribution is 
discretionary and is done only after the research has been disseminated. 
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual 
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. 
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from 
company reports and feeds from Thomson Reuters. 
© 2014 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service 
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication, 
redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on 
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the 
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced 
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any 
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or 
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness 
for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital 
International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of third parties. The 
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, 
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no 
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink 
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site 
does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your 
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 
ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST  

 

http://www.citivelocity.com

	European Rates Weekly
	ECB: Free money policy confirmed
	Contents
	Duration Scorecard
	Tradesheet
	Tradesheet
	New Trades
	Record of Our Closed Trades
	Record of Our Open Trades

	ECB: Free Money Policy Confirmed
	Strategy & Trade Ideas

	EUR Butterflies under the Microscope
	Finally in Figure 15 we compute the PnL generated by pure rolldown over six-month horizon for both flies where we have assumed 100m notional in the belly of 1y fwd 2s5s10s and 52mn in the belly of 1y fwd 2s10s30s (to equate DV01 in the belly). Computa...

	UK Rates - what moves markets?
	Market sensitivity to economic data
	The importance of the average earnings data
	Why the market is right to ignore the CPI release
	The diminishing impact of the PMIs
	Trades – what the data means for our flattening view

	EGB Strategy – Q3 outlook
	H1 Performance & Q3 Allocation

	UK Inflation – buy 5yr IL gilts vs TIPS
	Why this may now reverse
	Strategy – buy 5yr IL gilts vs TIPS

	SSA Strategy: Trading spreads vs EMU
	Long KfW vs the Netherlands
	Conclusion – KfW vs the Netherlands switch idea


	Covered Bond Strategy
	H2 Outlook for covered bonds

	Euro Relative Value Screen – All Maturities
	Euro Relative Value Screen – Sub-12yr
	Euro Relative Value Screen – 8yr+
	UK Relative Value Screen
	4 Week Auction Calendar: Euro, UK and US
	EMU: Coupons & Redemptions (Next 3mths)
	ESP and ITA Bill Issuance Projections
	Auction calendar for the next four weeks
	2014 projections for bill supply

	Inflation Forecasts, Carry & Weekly Changes
	Summary of Recent Publications
	Appendix A-1
	Analyst Certification


