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ECONOMICS & MARKETS RESEARCH
ANZ MORNING NOTE

OVERNIGHT MARKETS UPDATE

US bond yields declined overnight in response to an unexpected fall in US ADP
payroll data declined, which increased the safe-haven appeal of US government
debt. The yield on 2-year notes decreased 4bps to 1.02%, whilst the 10-year yield
declined 3bps to 3.83%.

Australian bond futures traded in line with US Treasuries. The implied yield on
3-year bond futures was down 1bps to 5.380% (price up 1lbps to 94.620) and the
implied yield on the 10-year bond futures lost 3bps to 5.760% (price up 3bps to
94.240).

US equiities fluctuated overnight as the declines in US labor market data and
business activity offset better-than-expected factory orders. The DJIA was down
0.5% to 10,857, the S&P 500 lost 0.3% to 1,169 and the Nasdaq was 0.5% lower
at 2,398.

European equities were mixed after Moody’s downgrade of Greek banks
triggered a decline in financial sector stocks. A decline in US business activity and
an increase in unemployment also weighed on the equities. The DJ Euro Stoxx 50
lost 0.3% to 2,931, the German DAX increased 0.2% to 6,154 and the FTSE was
0.1% higher at 5,680.

The Australian SP1 200 June 10 futures contract was up 6 points or 0.1% to
4,885.

The USD traded mixed against major crosses overnight. EUR/USD opens
stronger around 1.3510 after gaining steadily through the overnight session.
GBP/USD opens higher at around 1.5180 after rallying late in the night.
USD/JPY opens strong at 93.45 after gaining momentum in the latter half of the
session.

The AUD traded mixed against major counterparts. AUD/USD opens at 0.9175
after gaining steadily overnight. AUD/EUR opens lower at 0.6790. AUD/JPY
opens higher at 85.75 after rallying late in the night and the AUD/NZD pair
opens lower at 1.2920 after touching a high of 1.2968 overnight.

Crude oil was trading around its 11-week high overnight. WTI futures contract
for May 10 rose 1.3% to US$83.45 a barrel.

Spot gold increased due to its continuing appeal as an alternative investment.
Spot gold rose 0.9% to US$1,113.00 an ounce.

LME copper fell 0.8% to US$7,790, from its 19-month high, on speculation that
the recent rally in copper prices may not be sustained. Other base metals traded
mixed with aluminium, lead and nickel increasing 1.3%, 0.6%, 2.6%,
respectively while zinc fell 0.2%.

US corn and soybeans declined 2.7% and 3.4%, respectively after a US report
said that inventories levels rose more than forecasts. Wheat dropped 4.6% to its
five-month low on reports that crop yields would increase in the US. Sugar dipped
7.2% on news that supply from India would increase. Palm oil futures were 0.2%
higher.

Please note that the prices/rates have been updated at 0700 AEST.
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ECONOMIC DATA & EVENTS

OVERNIGHT DATA AND EVENTS
(MARKET EXPECTATIONS, LAST OBSERVATION)

US MBA Mortgage Market Index (w/e Mar 26) recovered 1.3% (-4.2%), the
highest since October. Purchase applications went up 6.8% as homebuyers took
advantage of the federal tax credit before it expires. However refinancing declined
1.3% due to a rise in interest rates.

US ADP National Employment Change (Mar) declined unexpectedly by -23K
(+40K, -24K). The cut in the payrolls were led by the construction and
manufacturing sectors.

US Chicago Purchasing Managers Index (Mar) rose less than forecast to 58.8
(61.0, 62.6), but it nevertheless indicated that business activity is improving.

US Manufacturers New Orders m/m (Feb) rose 0.6% (0.5%, 2.5%) led by a
2% increase in capital goods excluding aircraft and military equipment and a rise
of 0.3% in non-durable goods.

US Total Milwaukee Index (Mar): 62.0 (58.0, 56.0)

EU Eurozone Unemployment (Feb) increased to 10.0% (10.0%, 9.9%) as
expected, the highest level since August 1998.

EU Eurozone CPI estimate y/y (Mar) climbed 1.5% (1.1%, 0.9%) as rising oil
prices added to inflation.

GE Unemployment Change (Mar) unexpectedly dropped -31K (7K, -1K) in
March as the economy recovers from the recession.

GE Unemployment Rate (Mar): fell to 8.0% (8.2%, 8.1%)
CA Canada GDP m/m (Jan): 0.6% (0.5%, 0.5%)

US Federal Reserve Bank of Atlanta President Dennis Lockhart on the US
Job Market: “I will be looking for signs that employment gains are likely to
repeat, accumulate and, once achieved, are likely to be durable...Labor market
trends appear to be headed in the right direction...But it’'s quite possible the
recovery could be well advanced before any significant reduction of
unemployment materializes...It’s also quite possible circumstances justifying the
start of a cycle of policy tightening will develop well before the unemployment rate
has found a satisfactory level.”

US Federal Reserve Governor Elizabeth Duke on the drop in credit: “is of
great concern and we must work together to reverse the trend...Banks still have
significant delinquencies in their loan portfolios and some small businesses and
consumers still report trouble obtaining credit...While conditions in some financial
markets have improved markedly in recent months, conditions in the banking
sector continue to be weak...The rate of bank failures has accelerated and appears
likely to remain elevated for some time.”

PBOC Vice Governor Zhu Min: “There remains the latent risk of asset
bubbles...What is worrisome is that once the US Federal Reserve embarks on
interest rate increases, this dollar arbitrage may return, causing these bubbles to
burst.”

Vanra X4
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ECONOMIC DATA & EVENTS

UPCOMING DATA AND EVENTS
e AU: TD Securities Inflation m/m - (Mar): Last: 0.1% - 22:30 GMT (09.30 AEST)
e AU: TD Securities Inflation y/y - (Mar): Last: 1.9% - 23:30 GMT (10.30 AEST)
e AU: AiG Performance of Mfg Index — (Mar): Last: 53.8 - 23:30 GMT (10.30 AEST)

e AU: Trade Balance — (Feb): ANZ: -1.0bn Market: -1340M Last: -1176M - 00:30
GMT (11.30 AEST)

e AU: RBA Commodity Index SDR y/y - (Mar): Last: 23.3% - 05:30 GMT (16.30
AEST)

e JP: Nomura/JMMA Manufacturing PMI — (Mar): Last: 52.5 - 23:15 GMT (10.15
AEST)

e JP: Tankan Lge Manufacturers Index — (Q1): Market: -14 Last: -24 - 23:50 GMT
(10.50 AEST)

e JP: Tankan Lge Mfg Outlook — (Q1): Market: -8 Last: -18 - 23:50 GMT (10.50
AEST)

e JP: Tankan Non-Manufacturing — (Q1): Market: -18 Last: -22 - 23:50 GMT (10.50
AEST)

e JP: Tankan Non-Mfg Outlook — (Q1): Market: -15 Last: -19 - 23:50 GMT (10.50
AEST)

e JP: Tankan Large All Industries Capex — (Q1): Market: -0.4% Last: -13.8% -
23:50 GMT (10.50 AEST)

¢ JP: Loans & Discounts Corp y/y — (Feb): Last: -3.1% - 23:50 GMT (10.50 AEST)
¢ JP: Vehicle Sales y/y — (Mar): Last: 35.1% - 05:00 GMT (16.00 AEST)

e CH: PMI Manufacturing — (Mar): Market: 55.0 Last: 52.0 - 01:00 GMT (12.00
AEST)

e CH: HSBC Manufacturing PMI — (Mar): Last: 55.8 - 02:30 GMT (13.30 AEST)

e EU: PMI Manufacturing — (Mar F): Market: 56.3 Last: 56.3 - 08:00 GMT (19.00
AEST)

e GE: PMI Manufacturing — (Mar F): Market: 59.6 Last: 59.6 - 07:55 GMT (18.55
AEST)

e UK: PMI Manufacturing — (Mar): Market: 56.8 Last: 56.6 - 08:30 GMT (19.30
AEST)

e US: Challenger Job Cuts y/y — (Mar): Last: -77.4% - 11:30 GMT (22.30 AEST)

e US: Initial Jobless Claims — (w/e 27 Mar): Market: 440K Last: 442K - 12:30 GMT
(23.30 AEST)

e US: Continuing Claims — (w/e 20 Mar): Last: 4648K - 12:30 GMT (23.30 AEST)

e US: ISM Manufacturing — (Mar): Market: 57.0 Last: 56.5 - 14:00 GMT (01.00
AEST)

e US: ISM Prices Paid — (Mar): Market: 67.0 Last: 67.0 - 14:00 GMT (01.00 AEST)

e US: Construction Spending m/m — (Feb): Market: -1.0% Last: -0.6% - 14:00 GMT
(01.00 AEST)

o US: Domestic Vehicle Sales — (Mar): Market: 9.00M Last: 7.91M - 21:00 GMT
(08.00 AEST)

e US: Total Vehicle Sales — (Mar): Market: 12.00M Last: 10.36M - 21:00 GMT
(08.00 AEST)
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MARKET TABLES

TABLE 1: FIXED INCOME*

LEVEL CHANGE LEVEL CHANGE
US 2y note 1.016 -4.0 US 2y swap 1.20 3.9
US 5y note 2 560 4.0 US 5y swap 274 1.9
US 10y note 3.828 2.9 US 10y swap 3.82 0.2
US 30y bond 4.714 33 AUS 3y swap 551 1.0
US 2y swap spread 17.63 21 AUS 5y swap 586 1.0
US 5y swap spread 17.63 a4 AUS 10y swap 6.15 3.0
US 10y swap spread _1.25 3.7 NZ 3y swap 4.70 23
AUS 3y 94.620 1.0 NZ 10y swap 5.90 2.0
AUS 10y 04 240 15 AUS 3m bills 449 0o
US 3m Libor . 0.292 . 0.1 . NZ 3m bills _ 268 . 3.0
Source: ANZ and Bloomberg. Change in basis points
TABLE 2: FOREIGN EXCHANGE#
LAST  CHANGE OVERNIGHT RANGE CURRENT VS AUD
AUD 0.9178  0.0020 0.9145 - 73 )
Twi= 71.7000 - - -

NZD 0.7102  0.0013 0.7083 - 106 1.2920

EUR 1.3511  0.0036 1.3394 - 1.3549 0.6791

Y 93.46 0.0400 92.85 - 93.64 85.75

GBP 1.5184  0.0035 1.5043 - 1.5204 0.6043

CAD 1.0155  -0.0004 1.0125 - 1.0197 0.9317

CHF 1.0539  -0.0061 1.0489 - 1.0682 0.9671

DXY

81.0790 -0.4020 - -
Source: ANZ and Bloomberg. * As at 4pm AEST yesterday. Change in pips.

#NB. Overnight ranges for European and New York trading sessions (0700-21:00 GMT)

TABLE 3: EQUITY MARKETS AND COMMODITIES*
LAST CHANGE LAST CHANGE
Gold ($US/ounce)

Dow Jones

10857 -0.5 1113.0 0.9

S&P 1169 0.3 Copper ($US/tonne) 7790.0 .0.8
Nasdaq 2398 05 Nickel ($US/tonne) 24995.0 26
FTSE 100 5680 0.1 CRB Index 273.3 01
DAX 6154 0.2 Oil ($US/barrel) 83.45 13

Source: ANZ and Bloomberg. Change in %.

*NB. Indicative levels only. Some base metal prices may not be in real time. Please speak to your ANZ representative if you
require the latest market pricing.
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IMPORTANT NOTICE

Australia and New Zealand Group Limited is represented in:

AUSTRALIA UNITED STATES OF AMERICA
Australia and New Zealand Banking Group Limited ANZ Securities, Inc. is a member of FINRA (www.finra.org) and
ABN 11 005 357 522 registered with the SEC.

st
ANZ Centre Melbourne, Level 9, 833 Collins Street, Docklands 277 Park Avenue, 31% Floor,

Victoria 3008, Australia New York, NY 10172, United States of America
Telephone +61 2 9226 4647 Fax +61 3 9273 5711 Tel: +1 212 801 9160 Fax: +1 212 801 9163
UNITED KINGDOM BY: NEW ZEALAND BY:

Australia and New Zealand Banking Group Limited ANZ National Bank Limited

ABN 11 005 357 522 Level 7, 1-9 Victoria Street, Wellington, New Zealand
40 Bank Street, Canary Wharf, London, E14 5EJ, United Kingdom Telephone +64 4 802 2000

Telephone +44 20 3229 2121 Fax +44 20 7378 2378

This document (“document”) is distributed to you in Australia and the United Kingdom by Australia and New Zealand Banking Group Limited
ABN 11 005 357 522 (“ANZ”) and in New Zealand by ANZ National Bank Limited (“ANZ NZ”). ANZ holds an Australian Financial Services
licence no. 234527 and is authorised in the UK and regulated by the Financial Services Authority (“FSA”).

This document is being distributed in the United States by ANZ Securities, Inc. (“ANZ S”) (an affiliated company of ANZ), which accepts
responsibility for its content. Further information on any securities referred to herein may be obtained from ANZ S upon request. Any US
person(s) receiving this document and wishing to effect transactions in any securities referred to herein should contact ANZ S, not its
affiliates.

This document is being distributed in the United Kingdom by ANZ solely for the information of its eligible counterparties and professional
clients (as defined by the FSA). It is not intended for and must not be distributed to any person who would come within the FSA definition of
“retail clients”. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under the UK Financial Services and
Markets Act 2000 or under the regulatory system as defined in the Rules of the FSA.

This document is issued on the basis that it is only for the information of the particular person to whom it is provided. This document may not
be reproduced, distributed or published by any recipient for any purpose. This document does not take into account your personal needs and
financial circumstances. Under no circumstances is this document to be used or considered as an offer to sell, or a solicitation of an offer to
buy.

In addition, from time to time ANZ, ANZ NZ, ANZ S, their affiliated companies, or their respective associates and employees may have an
interest in any financial products (as defined by the Australian Corporations Act 2001), securities or other investments, directly or indirectly
the subject of this document (and may receive commissions or other remuneration in relation to the sale of such financial products, securities
or other investments), or may perform services for, or solicit business from, any company the subject of this document. If you have been
referred to ANZ, ANZ NZ, ANZ S or their affiliated companies by any person, that person may receive a benefit in respect of any transactions
effected on your behalf, details of which will be available upon request.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views expressed in
this document accurately reflect the author’s personal views, including those about any and all of the securities and issuers referred to herein.
The author however makes no representation as to its accuracy or completeness and the information should not be relied upon as such. All
opinions and estimates herein reflect the author’s judgement on the date of this document and are subject to change without notice. No part
of the author's compensation was, is or will directly or indirectly relate to specific recommendations or views expressed about any securities or
issuers in this document. ANZ, ANZ NZ, ANZ S, their affiliated companies, their respective directors, officers, and employees disclaim any
responsibility, and shall not be liable, for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or
indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in connection with the contents of and/or any
omissions from this communication except where a Liability is made non-excludable by legislation.

Where the recipient of this publication conducts a business, the provisions of the Consumer Guarantees Act 1993 (NZ) shall not apply.
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