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Q1 supply update: Demand for EGBs remains strong

Increase in supply mainly driven by US IG EGB issuers have favoured longer end
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Please see additional important information and qualifications at the end of this material. Source: MS Research, Bloomberg, MS Rates Sales & Trading
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Dutch PF transition trades have come under pressure

Key trades to position for Dutch PF reform have struggled since start of the year
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EGB spreads have performed well, in pursuit of carry

EGB spreads have continued to tighten

EGB Spreads (vs Germany)
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As carry is high, adjusted for volatility

Italy 10y (vs Germany) - 3m carry adjusted volatility
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EGBs tight vs Corporate spreads now

Italy vs Germany 10y vs Itrax EUR Main
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Please see additional important information and qualifications at the end of this material.
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Markets calm on aggregate level, but sharp dispersions building
under the hood
S&P 500 winners vs losers gap at 20y highs Vol in single names at extreme vs index
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Within rates too, risk premium building up unevenly

US 5y now pricing in more caution, even EUR 30y retains risk premium selectively,
as cut expectations changed while front and ultra-long outperform
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Group Discussion

* Is this the beginning of a broader repricing in credit markets?
* Are carry trades too stretched?

* Is the dispersion we are seeing a pre-cursor for broader market
volatility?
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