Bond yields softened by economic recovery concerns

HE GLOBAL MARKETS had

meare than $2.78 trllion

bond 152ues in 2014 all date.
In 2013 markets witnessed more
than $3.6 tnllron bond sues. The
first half of 2013 saw issues close
to $2 trillion. In first week of Sep-
tember 2014 the European Cen-
tral Bank (ECB) cut interest rates
and set plans to buy European

h-um:ls sold by the private sector,
aiming to, prop up a struggling
economy and reverse an alarming
decline in inflation. The move cre-

ated a rally in the prices of
debt issued by European nations.
The ECB bond purchases and
Ukraine tensions had drven up
bond prices and softened the
yields in Europe. The Bank of Ja-
pan finished its meeting last week
maintained its record debt pur
chases of ¥60 trillion to ¥70 tnl-
lion a year. The vield on the bench-
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rark 10-year

Japanese
government bond finished lower

on buying on the back of monetary
easing by the ECB, including in-
Eerest rate Culs,

us

government bonds mtmll;:,r
stre

following the ECB

surprising interest rate cuts, UE
bonds offer supenior yiclds com-
pared with German government
debe, attracting buyers for relative

value. US 10-year yields
eased from one-month highs after
the government ar fewer

jobs were created in August than
expected, reinforcing the view that
the Federal Reserve would 'H'.'Ii.l:
until the second half of next

o raise interest rates. The data
showed 142,000 jobs were creat-
ed in August versus an estimate of

- 225,000, with the jobless rate at

&. 1 per cent. The US 10-year trea-
sury yield closed at 2.4587 per
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cent by end of first week of Sep-
tember 2014. It had fallen to
2.334 per cent the lowest closing
level in last week of 2014
since June 2013 as investors paled
into safe debt on account of
Ukraine tensions. There were ex-
the begomiug of the yeur whic
the year
send bond praces lmn:f as the US
cconomy picked up speed and the
Federal Reserve reduced its
menthly stimulus, which will end
in October 2014. However, the
Federal Reserve has kept interest

rate hike options open and will

moaitor incoming information on
labor markets and inflation to de-
termine appropriate stance of

cy. The bond yields,
which fallen o low levels in
last week of A 2014 due to
r geopolitical tensions struggle to
surge on account of concerns of
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sures continue by various central
banks,

monetary

Demand is
expected to
revive as investors
believe in the long-
term fundamentals
of the region

was at 50.5 basiz points, five-year
Dubai CDE was at 155.01 basis
pOLLS, ar Aba Dhabi CDS
was at 49.5 points, five-year
Saudi Arabia CDS was at 48.5 ba-
sis points and five-year Bahrain
CDS was at 160.01 basis points.
This year Secunties and Commod -
ities Authornity of the UAE has is-
sued new rules for issuanoe- and
trading of covered bonds, which
will provide commercial banks a
new source of funding. The Capi-
tal Market ity of Oman is-
sucd draft sukuk regulations this
year to promote the Islamic debi

Al the end of first week of Sep-  market.
tember 2014 Qatar five-year CDS  The global sukuk was mone than
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£30 billion in 2014. The major
Islamic bond igsuwers in 2014 in-
clude Islamic development bank,.
Danalnfra Nassional and Tenag
Masional. In the first half of 2013
global sukuk exceeded $19 billion
and had exceeded $43 billion by
-l.'Tl'lil of 2013, In 2014 GCC bond
pssyes were worth more than $32
billion., In first half of 2013 it ex-

ceeded 521 ballson.

The bond issues in the GCC in
2013 were worth more than $45
billion. The GCC conventional
bond 1ssues in 2014 exceeded
£16 billion and in the first half of
2013 it exceeded 511 billionn.
The mapor conventional bond is-
sues in 2014 were done by Emir-
ate Investrent Authorily, emirate
of Abu Dhabt and Investment Cor-

ration of Dubai. The GCC su-

kin 2014 exceeded 515 billion
and in the first half of 2013 it had
exceeded $10.5 billion. The ma-
jor sukuk issues in 2014 were
done by Saudi Sovereign -
aies, emirate of Dubal and Natson-
al Commercial Bank. Qatar
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tral Bank issued QR4 billion
conventional bonds in June 2014,
which included a new seven-year
tranche for hul:lmgilung::rytﬂ
curve in the riyal-denominated
bond market. It had issued QR4
billion sukuks in April 2014, is-
sued QR24 billion sukuks and
conventional bonds in January
2014. Saudi Electricity Company
worth $3.69 billion in the first
quarter of 2014, In April 2014
Dubai tapped capital markets with
the sale of $750 million of 15-
year Islamic bonds. The GCC
bond market had dried up at the
beginning of the first half of 2014
on account of itical tensions
in the Middle East and Ukraine.
However, demand is expected to
revive as investors believe in the
kong-term fundamentals of the re-
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