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The month-end RV pack

® We present a summary of month-end changes for the EGBI (EMU Government
Bond Index) and the EurolLSI (Euro Inflation-linked Securities Index). We have also Aman Bansal, CFA
included RV tables and charts to help identify rich/cheap bonds in each sector vs a +91-22-4277-5021
fitted yield curve. This can be used to help optimize month-end rebalancing. amanl bansal@citi.com

m For full details of month-end changes, please see the notes published earlier this
month (EMU Month-end Index Projections and European Inflation-linked Index
Projection).

Figure 1. EGBI: Projected month-end changes (weighted duration)
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End-June EGBI Projection

Aman Bansal, CFA This is a summary of EGBI projections published earlier this month. Click here for the full note.

Technical Analysis, Inflation
+91-22-4277-5021 We expect the effective duration of the EGBI to extend by 0.05 years at the end of

aman1.bansal@citi.com June. At the EGBI level, the projected changes should be supportive for the 10yr
sector on the curve vs the wings.

Projected EGBI changes supportive for Spain and France

B On a weighted duration basis, the Spanish index is expected to extend the most
this month, followed by France and Germany. The Spanish extension would be

above its 5yr average and is driven by the sizeable 10yr syndication earlier this
month.

Projected changes most supportive for
Spain, followed by France and Germany

Figure 2. Weighted duration change at the end of June

Projected Month-end
Duration Changes for EGBI
Constituents

Netherlands

Finland

Irelan(i

Source: Citi Research

Support for 10yr Austria Changes at a country level

' ' B At a country level, we expect the German index to extend the most. This should

Steepening pressure on 10s30s Spain put flattening pressure on 2s10s Germany.

B On domestic curves, we expect index changes to be relatively supportive for 10yr
Austria. The changes might also put steepening pressure on 10s30s Spain
(Figure 3).

Figure 3. Summary of price pressures on individual domestic curves
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Figure 4. The 5 richest and cheapest bonds vs a fitted yield curve by country in each sector (6month history)
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EMU Bond digest: Z-Scores and 1m changes

Figure 5. Coupon Adjusted Spread to Fitted Curve by Country (6m History); Richest and Cheapest Bonds Highlighted
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RV Charts for Conventional Bonds

This section presents a selection of relative value charts' for Germany, France, Italy, Spain, the

Netherlands and Belgium and places current levels in the context of their 6-month trading

range.

A positive (negative) value indicates that a bond is cheap (rich) relative to the fitted curve.

Germany: current yield vs fitted yield curve

Figure 6. Germany: Current bond curve minus fitted curve (bps), 6-month history.

@ Last

B Upper Quartile

Lower Quartile

BOND CHEAP TO FITTED CURVE

>0=

BOND RICH TO FITTED CURVE

<0=

¥¥/¥0/L0-005'Z-ANNG
Tv/¥0/£0-05T°€-ANNY
0v/¥0/L0-0SLv-ANNG
6€/v0/£0-05T'7-ANN8
LE/¥0/10-000'7-ANNY
¥€/¥0/L0-0SLv-ONNE
T€/¥0/10-005'S-ANNY
0€/%0/T0-052°'9-aNNG
¥2/51/50-005'T-ONN8
¥2/S1/20-0SL'T-aNNg
€2/51/80-000'7-ANNY
€2/S1/S0-005'T-ANNY
€2/S1/20-00S°T-aNNG
72/¥0/60-005'T-ANNY
22/¥0/L0-0SL°T-aNNG
2/¥0/10-000'2-ANNE
12/¥0/60-052'C-ANNY
12/¥0/L0-0ST'€-ANNG
12/¥0/10-005'2-ANNY
02/%0/60-0S2'z-aNNG
0¢/¥0/£0-000°€-ANN8
0Z/¥0/10-057'€-ANNg
61/%0/L0-00S€-ANNG
61/21/¥0-005°0-1908
61/22/20-000°T-89T# 1908
61/70/10-05L'€-ONN8
81/¢1/0T-000'T-£9T# 1908
8T/¥0/L0-0ST'v-ANNG
8T/€1/¥0-052'0-99T# 1908
8T/€7/20-005°0-59T# 1908
81/¢0/10-000'7-ANN8
LT/€1/0T-005'0-79T# 1908
LT/¥0/L0-0ST'¥-ANNG
L1/£0/¥0-005'0-€9T# 1908
LT/¥2/70-0SL°0-79T# 1908
L1/¥0/10-0S£'€-ANNY
9T/¥T/0T-0SC°T-19T# 1908
91/¥0/£0-000"7-ANNE
91/01/90-052°0-SNNg
9T/80/v0-0SL°Z-09T# 1908
91/11/€0-052°0-SNN8
91/92/20-000°Z-65T# 1908
91/¥0/10-005'€-ANN8
ST/11/21-000°0-SNN8
ST/60/0T-0SL'T-85T# 1808
ST/11/60-052°0-SNNg
ST/¥0/L0-0ST°€-ANNG

Source: Citi Research

France: current yield vs fitted yield curve

Figure 7. France: Current bond curve minus fitted curve (bps), 6-month history.
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ICriteria: (1) Fixed rate bonds issued in local currency, (2) Maturity > 1 year and (3) Issued since 1

May 2000.

Lower Quartile Range = the range between the median and the lower quartile (the 25" percentile)
Upper Quartile Range = the range between the median and the upper quartile (the 75t percentile)
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current yield vs fitted yield curve

Italy

tted curve (bps), 6-month history.
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Figure 8. Italy

+—l

—e—1l

20

t
7
= o~—in—
*
2
&
S
(o]
3
-
o
=)
]
=
£
&
3
(<] -
3
2 -
5
3
n >
w
z
w
=
3 | Z
=1
2 — 3
E t a
E w
o E
- T
5 2
i
S g
a [
H =)
<] 2
@ o
1 @
o "
A o
v
T T T T T
wn o w o u
- AN

230 4

¥¥/10/60-0SL v-d18
0%/10/60-000'S-d.19
6€/10/80-000'S-d.19
L€/10/20-000'7-d19
¥€/10/80-000'S-d.19
€€/10/20-05£'S-d19
0€/10/€0-005°€-d18
82/10/60-0SL'v-d19
92/10/€0-005 7-d 18
S2/10/€0-000°S-d18
¥2/10/60-0SL°€-d19
¥2/10/€0-005'v-d19
£2/10/80-0SL°v-d18
€2/10/50-005 v-d.19
22/10/T1-005°S-d18
22/10/60-005'S-d19
72/10/£0-000'S-d19
T2/ST/TT-0ST'T-Sd18
12/10/60-0SL'v-d19
12/10/80-05L°€-d18
12/10/50-0SL°€-d18
12/10/€0-0SL°€-d19
02/10/60-000"7-d 18
02/10/€0-0ST'v-d18
0Z/10/20-005 v-d.19
61/10/60-0ST'v-d19
61/10/50-005'2-d19
61/10/€0-005 v-d.19
61/10/20-0ST'v-d18
81/10/21-005°€-d19
81/10/80-005 7-d18
8T/10/90-005°€-d18
81/10/20-005 v-d.19
LT/10/T1-005'€-d18
LT/10/80-057°S-d18
LT/10/90-0SL'v-d19
LT/ST/S0-0ST'T-Sd1d
LT/10/S0-0SL'v-d19
L1/10/20-000'v-d19
9T/ST/21-005°T-d18
91/ST/T1-0SL'2-d19
91/51/60-05L 7-d18
9T/10/80-0SL°€-d18
91/S1/50-057°2-d19
9T/ST/¥0-05L'€-d18
ST/10/21-0SL°2-d18
ST/10/11-000°€-d19
ST/10/80-0SL'€-d19
ST/ST/L0-005 v-d18

Citi Research

Source

current yield vs fitted yield curve

Spain

Current bond curve minus fitted curve (bps), 6-month history.

Figure 9. Spain
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Netherlands: current yield vs fitted yield curve

Figure 10. Netherlands: current bond curve minus fitted curve (bps), 6-month history.
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Belgium: current yield vs fitted yield curve

Figure 11. Belgium: Current bond curve minus fitted curve (bps), 6-month history.
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Month-end changes supportive for the

long-end of the curve

Citi Research

European Inflation-Linked Index Highlights

Here we provide a summary of our ILSI index projections (see the full note here), and relative
value analysis to position for index changes at the end of this month.

The European Inflation-linked Securities Index (EurolLSI) is projected to extend by
0.06 at the end of June. This would be its second-largest extension in a year,
attributed to the sizeable OATei30 syndication earlier this month.

Projected EurolLSI changes supportive for France

m At the Euro level, changes should be supportive for the long-end of the curve and
put flattening pressure on 10s30s part of the curve (Figure 12). We expect index
changes to be relatively supportive for France (Figure 13). On the other hand, the
projected changes might weigh on BTPei real yields.

Figure 12. Projected duration changes: Split by sector
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Figure 13. Projected weighted duration changes: Split by country
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Changes relatively supportive for French

real yields

Changes at a country level

B At a country level for individual EurolLSI constituents, the French index is
projected to extend by its largest amount since August 2012. This will be followed
by the German index which would also extend by its largest amount in six
months. On the other hand, the Italian index is expected to register contraction.

® Figure 14 to Figure 16 show the curve splits of the projected changes. On
individual curves, the index changes should be supportive for 15yrs+ French and
10yr German real yields.

Figure 14. Germany: End-June Projected Index
Change by Maturity (Weighted Duration)
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Figure 15. France: End-June Projected Index Figure 16. Italy: End-June Projected Index
Change by Maturity (Weighted Duration) Change by Maturity (Weighted Duration)
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RV Charts for Inflation-Linked Bonds

This section presents a selection of relative value charts? for Germany, France and Italy and
places their current ASW spread to reference conventionals in the context of its 6-month
trading range.

Germany: ASW box vs 6-month history

Figure 17. Germany: ASW box (Asset swap spread vs reference conventional)

30 4
Lower Quartile W Upper Quartile # Last

zzz L =
I

10 1

-10 4

-15 -

BUNDeil6

BOBLei18
BUNDei20
BUNDei23

Source: Citi Research

France: ASW box vs 6-month history

Figure 18. France: ASW box (asset swap spread vs reference conventional)
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2 Criteria: (1) Inflation-linked bonds issued in local currency and (2) Maturity > 1 year.
Lower Quartile Range = the range between the median and the lower quartile (the 25 percentile)
Upper Quartile Range = the range between the median and the upper quartile (the 75t percentile)
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Italy: ASW box vs 6-month history

Figure 19. Italy: ASW box (asset swap spread vs reference conventional)
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