
European Government Bonds were trading mixed on Friday afternoon with long dates 
underperforming - in turn steepening the Bund curve. Bonds partially recovered earlier 
losses on bargain hunting after the US 10-year Note yield approached the 5.25% 
level. Bunds eased slightly on narrower than expected US trade balance data before 
continuing to recover losses. Bonds opened lower on Friday morning, extending 
previous session losses after US Treasuries suffered their largest 1-day fall in nearly 3-
years overnight. Long end weakness led the market decline on Friday morning ahead 
of a heavy slew of long dated issuance next week, where Italy taps the 4.00% Feb 
2037 BTP and Spain launches a new 2040 Bono. Also weighing on sentiment was 
hawkish comments from ECB officials Bini-Smaghi and Garganas, who declined to 
rule out further interest rate hikes by the ECB. The steeping bias gaining momentum 
in the morning session, after weaker 
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10:57 06/08 EGB CLOSING SUMMARY: Bonds were trading mixed on Friday 
afternoon with long dates underperforming - in turn steepening the Bund curve. 
The market partially recovered earlier losses on short covering after the US 10-
year Note yield approached the 5.25% level. June-07 Bunds eased slightly on 
narrower than expected US trade balance data before 
continuing to recover losses. Bonds opened lower on Friday morning, 
extending previous session losses after US Treasuries suffered their largest 1-
day fall in nearly 3-years overnight. Long end weakness led the market decline 
on Friday morning ahead of a heavy slew of long dated 
issuance next week, where Italy taps the 4.00% Feb 2037 BTP and Spain 
launches a new 2040 Bono. Also weighing on sentiment was hawkish 
comments from ECB officials Lorenzo Bini-Smaghi and Nicholas Garganas, 
who declined to rule out further interest rate hikes by the ECB. The steeping 
bias gained momentum in the morning session as weaker stocks underpinned 
short dated issues.

11:10 06/08 US TSYS/GERMANY: Traders noted that when European accounts who had been off for holiday on Thurs. came in to work, they were shocked to 
find sharply higher yields and thus moved to sell, spurring the weakness seen in Tsys in London.


