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The spread of dollar bonds from Indonesia over those from China has fallen into negative territory for
the first time since June, 2015. Lakshmanan R, senior research analyst at CreditSights, says the gap’s
likely to be sustained because of the positive outlook for Indonesia, political stability and a ’relatively
strong’ local currency. Chinese investors diversifying into Indonesian bonds as well as an outlook
upgrade from Moody’s Investors Service have helped sentiment. (Bloomberg)

US Treasuries rose after a five-day selloff that pushed two- and five-year yields to the highest levels this
year. The rally accelerated as U.S. stocks fell after CNBC reported that a fund no longer held a bearish
equities-related position in options. The 10-year yield was lower by about 5 bps at 2.45%. It climbed by
nearly 16 bps over the previous five sessions as comments by Fed Chair Janet Yellen and a bigger-
than-forecast increase in consumer prices stoked expectations for faster rate increases this year.
(Bloomberg)

Spain’s bonds rose with Italy’s after the account of the European Central Bank’s January meeting
showed policy makers said that “limited and temporary deviations” from the capital key in the asset-
purchase program “were possible and inevitable.” French bonds also initially gained after the release,
as the potential deviation from the key that governs how buying is allocated is more likely to result in
greater purchases of bonds from nations with larger overall outstanding debt loads. Shorter-dated
core securities, which yield less than the ECB’s deposit rate, dropped on speculation that further
purchases below that level may be limited by the “trade-off.” (Bloomberg)
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