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Italy to resume supply Anomaly vs Fitted Yield Curve
with month end tap of
5y and 10y

Sy and 10y tap points

* On the runs are generally trading
cheap on the curve, we see this as
a good time to buy the 10y

e Also the IKU1 CTD drops out into
the 8y sector and may lose

premium L Ou.maa
* The old 15y March36 surfs (S o . 38

cheaper and looks a great short to ,

balance the trade to take out ofs

curve risk 3
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When we value vs OAS we can
see that the IKU1 is more

* We want to be able to add to this one, over and after the roll —
the drop-out set up feels good if CTA’s are all long IK risk for

expensive than appears under convergence / risk-on and a cheapening on drop out
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OAS vs Par Curve - Max Bond Age 5 yrs

M40
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M4l  14-May-42 T Nov-47 26-Apr-53
350

18-lun-20

-20

4.0

Low Coupon makes IKUL truly rich

Gives me conviction to add to this one 551
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Trade Graph: -ik
/ +dec31 /-
Mar36
Source:

W 39.4602

Bloomberg

\Weightings:-1.9 /+2 /-0.1

Jun 15 Jun 30 Aug 16
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Cix: (+2.0*yield[BTPS 0.95 12/01/31 Govt ]-1.9 * yield[BTPS 1.35
04/01/30 Govt]-0.1 * yield[BTPS 1.45 03/01/36 Govt])*100

Weightings: -1.9 /+2 /-0.1

y Carry: Flat @-5bp repo spread (3m)
‘ K U 1 & Roll: -0.2bp /3mo (smooth curve roll, no anomaly)
Stats: r2 0.99 (explains of belly via wings, yld changes 53 days of
Mar36 —

Annualised vol of changes: 0.84bp

Risk Metric: 2.7bp (vol * 3.2, approximates 5t worst day over 2

yrs)




* From Carry & Roll (vol adjusted) the short end has run out of

Germany taps the 7y 0% steam
2028 on Tuesday 24th  From a location point of view the old 3y into 2y looks good and

August bucks the trend of flatteners without loss of carry and roll

* Next taps for Germany are

e 7y tap Nov28, 24" Aug

e 5y tap, Oct26, 1t Sep

* 10y New Green Aug31, 8% Sep
» 2y Tap Sep21, 5t Sep

Carry & Roll Vol Adjusted

30y

—8

T —e

31-Mar-37 21-5ep-42 13-Mar-48 3-5ep-53




Trade Sell Old 3y Germany vs Schatze Trade Graph:
contract: 1:1

+4.3bp mid -obl179 (apr24) / +BKO Jun23 (DUU1 CTD)

VAN BKO O 06/16/ - B =B OB179 Govt 96) Actions ~ 97) Edit ~ Spread Analysis
- = 05/18/2021 |= = Regression Corr
Mult Const JEKs] Mult Const K9] Normalize by [Elatsis 100.0 e ls -
s 5 S T e 10 0 g e, Max Daily ¥ Table « . Edit Chart %%

¢ _Annotate. = News .- Z00Mm

-0.650 Spread Summary

-0.700

-0.759
179 -0.802 -
-0.850

6.00 =

2.00 =

0.00 <

Jun 30

Regression Statistics
Raw BETA 0.665
ALPHA(Intercept) -0.215
R™2(Correlation™2) 0.974
Std Dev of Error 0.007
Std Error of ALPHA 0.010
— Std Error of BETA 0.013




UKT Curve fitting

Anomalies vs Fitted Yield curve

— simple method

new29 @ +2bp to s29

- yield curve
anomalies

* Highlighted are the next 4

issues
* 0.375% 26
* XXX% jan29 +2bp vs s29
(indic.)
* 0.25% 25

——High Cpn -=—Low Cpn

* 1.625% 71




UKT Curve fitting —
cash-flow

discounting — yield
curve anomalies

* Highlighted are the next 4
issues

* 0.375% 26

* XXX% jan29 +2bp vs s29
* 0.25% 25

* 1.625% 71

40

-6.0

new29 @ +2bp to s29
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CashFlow Discounting Anomalies

——High Cpn -=—Low Cpn

* Correctly Discounting each cashflow to a smooth Zero curve gives a much better explanation of UKT Bond Value - partic. the H/L

coupon differential




UKT
Carry & Roll Vol Adj Vol/Var adjusted
ot Carry and Roll

0.060

0.050

bp per 3m/annualised
VOl

0.040

0.030

e Top of the curve in Carry
and Roll (vol adjusted) is the
e 5y -8y segment

0.010 The new 29s not shown here
0 171 but will look Cheap

0.000 L)
8-Feb-22 1-Aug-27 21-Jan-33 14-Jul-38 4-Jan-44 26-Jun-43 17-Dec-54 B-Jun-60 29-Mov-65 22-May-71
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U KT FO r'wa rdS RateS Makes the forwards of the fly:

— avoidi Nng ri ch +new29 -31s +39s look interesting and inconsistent with the
: shape of the Sonia curve and the rest of the Bond curve
buyback issues P

Sonia
Bloomberg spread fwd
Fued ws Prior FWCH hnm:_| - UKT Forwards

Bond benchmarks Yield shift{bp) usedyield Bond (Fwds]) Sonia 1.600
UKTE 0 09/13/21 0,009 0 0,009
UKTBO11/15/21 0,011 o 0,011 0,017 0,003 0,009 1.400
UKTB 002 14722 0.037 1] 0.037 0.061 0063 0,002
UKT 0.5 07,22/22 0.056 0 0.056 0.077 0,173 0,096 1.300
UKT 0.12501/31/23 0.093 1] 0.093 0,033 0.305 0266
UKT 0.2501/31/25 0. 200 o 0.200 0,277 0.453 0,175 L0
UKT 0,375 10/22 /26 0,304 o 0.304 0,514 0,554 0,040 ’

0 0.517

0 0.614 o

1] 0.925
UKT 0,875 01/31/46 0,972 1] 0.972 1.103 0.558 0.544 OO0
UKT 1.2507/31/51 0,552 o 0,852 0,845 0,395 0,450
UKT 0.5 10,2261 0.830 0 0.830 0.434 0,237 0,197 0,400
UKT 1.62510/22 /71 0.752 o 0.752 0.305 0,237 0,067
#fA #ifA #ifA #fA #ifA #ifA #fA 0.200
#N/A #NfA ENSA #M/A #fA #NjA #N/A
BN/A BNfA ENJA #1/A #fA #Nfa #n/a -
#NfA #fA #MSA #NfA A A A 14-8pr-H  SOck-d5  27Mar32  17-Sep-37  10Mard3  30-AugdE  20-Feb-54  13-Aug 53 IFebES 26070
#N/A ENfA ENJA #N/A #fA #Nja #n/A
#SA #MfA #MSA #SA #MSA #NSA #SA —de— Sonia Bloomberg PWCM [furds)  —8—UKT Forwards




AR ASTOR RIDGE

James Rice

*  UK:14-16 Dowgate Hill, London ec4r 2su
. US: 60 Rumson rd, rumson, nj 07760

*  Office: +44 (0) 203 -143 - 4178

*  Mobile: +44 (0) 7540-117705

. Email: james.rice@astorridge.com

*  Website: www.astorridge.com

*  This marketing was prepared by James Rice, a consultant with Astor Ridge. It is not appropriate to characterize this e-mail as
independent investment research as referred to in MiFID and that it should be treated as a marketing communication even if it contains a
trade recommendation. A history of marketing materials and research reports can be provided upon request in compliance with the
European Commission’s Market Abuse Regulation. Astor Ridge takes no proprietary trading risk, has no market making facilities, and has
no position in any security we discuss in this e-mail. The views in this e-mail are those of the author(s) and are subject to change, and
Astor Ridge has no obligation to update its opinions or the information in this publication. If this e-mail contains opinions or
recommendations, those opinions or recommendations reflect solely and exclusively those of the author, and such opinions were
prepared independently of any other interests, including those of Astor Ridge and/or its affiliates. This publication does not constitute
personal investment advice or take into account the individual financial circumstances or objectives of the those who receive it. The
securities discussed herein may not be suitable for all investors. Astor Ridge recommends that investors independently evaluate each
issuer, security or instrument discussed herein, and consult any independent advisors they believe necessary. The value of, and income
from, any investment may fluctuate from day to day as a result of changes in relevant economic markets (including changes in market
liquidity). The information herein is not intended to predict actual results, which may differ substantially from those reflected. Past
performance is not necessarily indicative of future results.

*  You should not use or disclose to any other person the contents of this e-mail or its attachments (if any), nor take copies. This e-mail
is not a representation or warranty and is not intended nor should it be taken to create any legal relations, contractual or otherwise. This
e-mail and any files transmitted with it are confidential, may be legally privileged, and are for the sole use of the intended recipient.
Copyright in this e-mail and any accompanying document created by Astor Ridge LLP is owned by Astor Ridge LLP.

* Astor Ridge LLP is regulated by the Financial Conduct Authority (FCA): Registration Number 579287

* Astor Ridge LLP is Registered in England and Wales with Companies House: Registration Number OC372185

*  Astor Ridge NA LLP is a member of FINRA/SIPC: CRD Number 282626

*  Astor Ridge NA LLP is a member of the National Futures Association (NFA): Firm ID Number 0499303

*  Astor Ridge NA LLP is Registered in England and Wales with Companies House: Registration Number OC401796
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