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The Accountant General is offering an aggregate of Euro 120,000,000 with an over-allotment option of Euro 

60,000,000 in the event of over-subscription which are being offered and made available in any one or a 

combination of the following stocks: 

 

 

 

 

 

The bonds can be applied for in multiples of €100 not exceeding €100,000 per person for each issue. 

Applications for over €100,000 can be applied for via auction. 

 

2% MGS 2020 (V) F.I. – r (October 2015) – Issue date 12
th

 October 2015 – 1
st

 pro-rata interest payment 

covering the period from the 12
th

 October 2015 to the 25
th

 March 2016 (both dates included) will be made at 

the rate of 0.912088%. 

 

2.33% MGS 2029 (II) F.I. – r (October 2015) – Issue date 12
th

 October 2015 - 1
st

 pro-rata interest payment 

covering the period from the 12
th

 October 2015 to the 23
rd

 January 2016 (both dates included) will be made at 

the rate of 0.650000%. 

 

Economic Outlook and Commentary 

 

 

The volatility witnessed in global markets, uncharacteristically in the summer months prevailed during 

September as fears of a slowdown in China coupled with a commodity and emerging markets sell-off spooked 

investors. This sentiment persisted for the major part, reaching heightened levels as investors were eagerly 

awaiting the outcome of mid-month FOMC meeting.  

 

The Federal Reserve resisted calls for an interest rate hike and was quite open in acknowledging that it might 

be too early to appropriately judge the severity and the implications of the developments abroad. However, 

this accommodative and cautious tone contributed to a gradual dissipation of investors’ complacency and 

took a toll on equity and credit markets.  

 

Even so, as September drew to a close, there were early indications that the sharp increase in yields had made 

valuations attractive enough to prompt an opportunistic increase in positions. Indeed, the last trading session 

of the month was positive for the major equity and credit indices notwithstanding the fact that the day was 

marked by below expectations data (the preliminary September inflation reading for Euroarea unexpectedly 

Bond Price YTM Interest 

Payment 

Maturity S&P 

2.00% Malta Government Stock 2020 (V) FI 106.25 0.72% 26-Mar, 26-Sep 2020 BBB+ 

2.30% Malta Government Stock 2029 (II) FI 102.50 2.09% 24-Jan, 24-Jul 2029 BBB+ 
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dipped below zero and the unemployment rate increased). While volatility is likely to prevail for some more 

time, with high yield spreads reaching multi-month highs and the prospect of additional monetary stimulus in 

Europe, expectations for a market bottoming are due to increase as higher liquidity and more attractive entry-

points bode well for risk sentiment.  

 

Looking forward, we see scope for a retracement in credit spreads although we expect volatility and 

uncertainty to remain with us and investors to increasingly discriminate between issuers based on their 

fundamentals. Our outlook rests on the more attractive valuations and on our ongoing belief that the ECB will 

(sooner rather than later) be forced to downgrade its forecast and announce new stimulus measures, which 

will eventually mean more money to be put to work.  

 

Eurozone investors, particularly the ECB, has been hoping for some positive news to come from the US or 

China. From the US, investors expect strong growth which will give rise to a revival in the world’s economy and 

Eurozone exports, coupled with expectations of the Fed’s normalisation policy. However, recent dovish 

comments have left European policymakers and investors alike frustrated, adding further speculation that 

more QE is on the way, possibly before the end of the year. This could well explain the recent positive 

performance in Bunds, with the Benchmark 10-year Bund trading at 0.55% as at this time of writing this 

report. 

 

Meanwhile, the most recent data on the Chinese economy has also been worrying; PMI surveys, industrial 

production as well as investment have indicated some significant stalling in industrial demand, suggesting that 

China’s economy too seems to be losing steam. Given European corporate’s large exposure to China and other 

emerging economies seem to be taking for granted that the Eurozone economic recovery will be a lengthier 

process than expected, particularly when taking into consideration the lack of inflation created in the 

Eurozone, despite the decline in energy prices. 

 

Overall Recommendation 
  

From a pricing perspective, we 

are of the opinion that both 2020 

and 2029 MGS issue are fairly 

priced, in line with the rest of the 

MGS yield curve (Chart 1), so at 

this juncture, investors will not 

be benefitting from switching out 

of existing on-the-run MGS issues 

to get into MGS on the primary 

market. 

 

We view the MGS yield curve to 

be trading at a premium to other 

Eurozone peripheral paper, both 

on an absolute basis against the 

likes of Spain and Italy (Chart 2) 

as well as on a relative basis (in 

terms of spread difference over 

Source: Central Bank of Malta the German Bund).                                                                                                                     
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Chart2 Chart3        

 

 
Source: CC Research Calculations 

 

 

Having said this, we remain optimistic that in the short-term, sovereign bonds in the Eurozone will remain 

supported by the ultra-accommodative stance adopted by the European Central Bank. If GDP in the region 

continues to disappoint to the downside and inflationary pressures fail to lift-off, the ECB will be left with no 

alternative and continue to pump money in the market, by increasing and/or extending its €60bn monthly 

purchase programme, which is so far scheduled to expire in September 2016. 

 

We would expect volatility to prevail given the current economic backdrop, as large daily swings in the 

benchmark Bund have characterised the European sovereign bond market for the major part of the summer 

months.  

 

We are of the opinion that from a buy-to-hold point of view, both the MGS 2020 and 2029 do not appear to be 

overly compelling due to the volatility which could prevail in the markets. Furthermore, medium-term 

prospects of a Eurozone economic recovery could result in a prevailing increase in interest rates scenario, 

whereby bond prices will inevitably come under pressure. For the short-term investor, however, we feel that 

from this point forward, MGS can rally further (increase in value) in the wake of a possible fresh wave of QE. 

 

It is to be noted that short-term trades have also got risks associated with them, most notably the entry and 

exit points (hence market timing is of the essence), whilst trading costs should also be considered. 

 

Prior to taking any investment decision, each investor must seek the necessary and adequate financial advice 

from his/her financial advisor. 

 

 

 
It is noted that these new stocks will include Collective Action Clauses (“CAC”s). In accordance with 

Paragraph 3 of Article 12 of the European Stability Mechanism (“ESM”) Treaty relating to all new euro area 

government securities with maturity above one year issued as from 1st January 2013, the inclusion of 

model CAC has become mandatory. In this respect, the Accountant General may consider and approve 

modifications of borrowing terms and conditions of the issue. In a “reserved matter” modification, which 

would involve the amendment of the most important terms and conditions (including reductions in the 

Additional Information 
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principal or interest and changes in dates payable), modifications would require the affirmative vote of 

stockholders of not less than 75% of the aggregate principal amount of outstanding stock. 

 

It is also noted that these new Government Stock issue will be subjected to the newly implemented T+2 

Settlement Cycle, however as announced on January 8
th

 2015, the T+2 Cycle in the primary market will only 

apply to auctions and successfully accepted bids. 

 

 

 
The views expressed in this report are opinions about these new issues, and therefore clients are 

encouraged to contact their investment advisor in order to ensure that these instruments fit in their 

portfolio in line with their current financial situation, risk profile and investment objectives.  

 

 

 

 

 

Application forms Applications are available from our offices  or downloadable from our 

website www.cc.com.mt or through our CCTrader 
TM 

platform 

Opening of subscriptions 05-October-2015 

Closing of subscriptions 07-October-2015 or earlier at the discretion of the Accountant General 

Minimum investment €100 nominal 

Additional lots €100 

Maximum subscription €100,000 per person in either or each of the four fixed rate stocks. 

Amounts above €100,000 can be applied for via auction 

 

 

 
 

 
 

This document has been issued by Calamatta Cuschieri & Co. Ltd (“CC”). CC is licensed to conduct Investment Services in Malta by 

the Malta Financial Services Authority. This document is prepared for information purposes only and should not be interpreted as 

investment advice. It does not constitute an offer or invitation by CC to any person to buy or sell any investment. Any investment 

should be based on the full details contained in the Prospectus which can be downloaded from http://finance.gov.mt  or from 

www.cc.com.mt. This document has not been prepared in accordance with legal requirements designed to promote the 

independence of investment research and it is not subject to any prohibition on dealing ahead of the dissemination of investment 

research. No person should act upon any recommendation in this document without first obtaining professional investment advice. 

Security values may go up as well as down and past performance is not necessarily indicative of future performance, nor a reliable 

guide to future performance. Currency fluctuations may affect the value of investments and any income derived. This document 

may not be reproduced either in whole, or in part, without the written permission of CC. CC does not accept liability for any 

actions, proceedings, costs, demands, expenses, loss or damage arising from the use of all or part of this document. Approved and 

issued by Calamatta Cuschieri & Co Ltd, 5th Floor, Valletta Buildings, South Street, Valletta VLT 1103. Company registration number 

C13729. 
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