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ECONOMICS & MARKETS RESEARCH
ANZ MORNING NOTE

OVERNIGHT MARKETS UPDATE

US bonds declined as risk appetite among investors increased after EU officials
announced a bailout plan for Greece. Positive US economic data, indicating US
economic recovery is gaining momentum, also weighed on Treasuries. The yield
on 2-year notes increased 3bps to 0.992%, whilst the 10-year yield gained 3bps
to 3.688%.

Australian bond futures were weaker at the front end ahead of the RBA
announcement today. The implied yield on 3-year bond futures increased 2bps to
5.460% (price down 2bps to 94.540) while the implied yield on the 10-year bond
future lost 1bps to 5.780% (price up 1bps to 94.220) to flatten the curve.

US equities gained after reports showed manufacturing in the US expanded, and
personal income and consumption expenditure increased. Merger talks between
UAL Corp and Continental Airlines, and Warren Buffet’s comments on Goldman
Sachs also supported the markets. The DJIA was up 1.3% to 11152, the S&P 500
gained 1.3% to 1202 and the Nasdaq was 1.5% higher at 2499.

European equities traded mixed as concerns on the €110bn bailout package for
Greece were offset by better-than-estimated economic data. The DJ Euro Stoxx
50 ended flat at 2817 and the German DAX rose 0.5% to 6167. UK markets were
closed.

The Australian SP1 200 May 10 futures contract was up 20 points or 0.4% to
4815.

The USD strengthened against most major currency pairs. EUR/USD opens
weaker at around 1.3190 on concerns that the bailout plan for Greece may not be
supported by some of the Euro region’s governments. GBP/USD is little changed
at 1.5240 after a choppy session. USD/JPY opens stronger at 94.50 after gaining
steadily overnight.

It was a mixed night for the AUD. AUD/USD fluctuated through the night to open
the morning little changed at 0.9265. AUD/EUR touched a new high overnight
and opens stronger at 0.7020. AUD/JPY opens stronger at around 87.60, and
AUD/NZD fell late in the night to open weaker at 1.2670.

Crude oil climbed to a 18-month high after reports showed that manufacturing in
the US expanded more than estimated, however pared gains later in the night
ending lower. WTI futures contract for June 10 decreased 0.2% to US$86.02 a
barrel.

Spot gold advanced as concerns of sovereign debt in the Euro-zone increased the
appeal of the precious metal as an alternative investment. Spot gold rose 0.3% to
US$1,182.30 an ounce.

London Metal Exchange was closed.

US soybeans, wheat and corn fell 1.4%, 0.4% and 1.0%, respectively on
concerns that the strengthening USD might reduce US export demand. Sugar
decreased 0.3% on forecasts that global production would increase, while palm
oil futures were 0.2% lower.

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 Personal Spending m/m (Mar) increased in line with forecasts by 0.6%
(0.6%, 0.5%). This was the strongest rise in five months and was supported by
growing demand at retailers. Purchases of durable goods climbed 3.4% and non-
durable goods rose 0.4%.

US PCE Deflator y/y (Mar): 2.0% (2.0%, 1.8%)

US PCE Core m/m (Mar): 0.1% (0.1%, 0.0%)

US PCE Core y/y (Mar): 1.3% (1.3%, 1.3%)

US Personal Income m/m (Mar): 0.3% (0.3%, 0.1%)

US ISM Manufacturing (Apr) increased to 60.4 (60.0, 59.6), the highest level
since June 2004, as companies invest in new equipment and increase output to
meet the rising domestic and global demand.

US ISM Manufacturing Prices Index (Apr): 78.0 (73.0, 75.0)

US Construction Spending m/m (Mar) unexpectedly increased 0.2% (-0.5%o, -
2.1%), supported by a 2.3% gain in government projects. However, homebuilding
fell 1.1% and non-residential projects declined 0.7%.

GE PMI Manufacturing Survey (Apr F): 61.5 (61.3, 61.3)

EU PMI Manufacturing Survey (Apr F) expanded to 57.6 (57.5, 57.5), the
highest since June 2006, as companies increased output to meet the rising export
demand from the US and emerging markets in Asia.

German Chancellor Angela Merkel on Greece’s rescue package: “The ECB
didn’t take the decision lightly and won’t do this forever...We have to see that
Greece gets help from governments as long as it doesn’t have the markets’
confidence.”

EU President Herman Van Rompuy said: “Following the agreement reached
yesterday by ministers of finance of the eurogroup on the adjustment program
and activation of financial support to Greece, we will take stock of parliamentary
procedures that must be carried through in the next few days at national level,
with a view to concluding the whole process...In the light of this crisis, | would also
like us to have an exchange of views on the lessons to be learned for the euro
area.”

EU ECB Council Member Mario Draghi said: “Options for further monetary and
fiscal easing are limited -- perhaps non-existent...The resilience of the financial
system is thus critical to the sustainability of the recovery.”

Vanra X4
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ECONOMIC DATA & EVENTS

UPCOMING DATA AND EVENTS

e NZ: Private Wages Inc Overtime g/q — (Q1): ANZ: 0.7% Market: 0.4% Last: 0.3%
- 22:45 GMT (08.45 AEST)

e NZ: Private Wages Exc Overtime g/q — (Q1) ANZ: 0.7% Market: 0.4% Last: 0.3%
- 22:45 GMT (08.45 AEST)

e NZ: Average Hourly Earnings g/q — (Q1): ANZ: 0.9% Market: 0.4% Last: -0.4% -
22:45 GMT (08.45 AEST)

o AU: RBA CASH TARGET: ANZ: 4.50% Market: 4.50% Last: 4.25% - 04:30 GMT
(14.30 AEST)

e JP: Markets Closed
e CH: HSBC Manufacturing PMI: Last: 57.0 - 02:30 GMT (12.30 AEST)

e EU: Euro-Zone PPI m/m — (Mar): Market: 0.7% Last: 0.1% - 08:00 GMT (18.00
AEST)

e EU: Euro-Zone PPl y/y — (Mar): Market: 0.9% Last: -0.5% - 09:00 GMT (19.00
AEST)

e EU: European Commission Releases Spring Economic Forecasts
e GE: Retail Sales m/m — (Mar): Market: 0.0% Last: 1.1%
e GE: Retail Sales y/y — (Mar): Market: -0.5% Last: -0.9%

e UK: Net Consumer Credit — (Mar): Market: 0.4B Last: 0.5B - 08:30 GMT (18.30
AEST)

e UK: Net Lending Sec. on Dwellings — (Mar): Market: 1.5B Last: 1.6B - 08:30 GMT
(18.30 AEST)

e UK: Mortgage Approvals — (Mar): Market: 49.0K Last: 47.1K - 08:30 GMT (18.30
AEST)

e UK: M4 Money Supply m/m — (Mar F): Last: 0.1% - 08:30 GMT (18.30 AEST)
e UK: M4 Money Supply y/y — (Mar F): Last: 3.5% - 08:30 GMT (18.30 AEST)

e UK: PMI Manufacturing — (Apr): Market: 57.5 Last: 57.2 - 08:30 GMT (18.30
AEST)

e US: Factory Orders — (Mar): Market: -0.1% Last: 0.6% - 14:00 GMT (00.00
AEST)

e US: Pending Home Sales m/m — (Mar): Market: 4.5% Last: 8.2% - 14:00 GMT
(00.00 AEST)

e US: Pending Home Sales y/y — (Mar): Last: 17.3% - 14:00 GMT (00.00 AEST)
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MARKET TABLES

TABLE 1: FIXED INCOME*

LEVEL CHANGE LEVEL CHANGE
US 2y note 0.992 32 US 2y swap 1.25 4.7
US 5y note 2463 4.7 US 5y swap 267 26
US 10y note 3.688 3.5 US 10y swap 3.70 0.1
US 30y bond 4.530 1.2 AUS 3y swap 564 1.0
US 2y swap spread 25 38 1.9 AUS 5y swap 5.99 1.0
US 5y swap spread 20.63 16 AUS 10y swap 6.20 05
US 10y swap spread 1.00 0.8 NZ 3y swap 4.89 05
AUS 3y 94.540 2.0 NZ 10y swap 5.86 0.5
AUS 10y 04950 10 AUS 3m bills 463 o8
US 3m Libor 0.347 0.2 NZ 3m bills 277 0.0
Source: ANZ and Bloomberg. Change in basis points
TABLE 2: FOREIGN EXCHANGE#
LAST  CHANGE OVERNIGHT RANGE CURRENT VS AUD
AUD 0.9260  0.0017 0.9228 - 0.9275 -
wi= 72.2000 - - -

NZD 0.7306  0.0036 0.7279 - 0.7325 1.2671

EUR 1.3190  -0.0104 1.3155 - 1.3248 0.7020

Py 94.55 0.7000 93.92 - 94.79 87.53

GBP 1.5244  -0.0030 1.5211 - 1.5283 0.6074

CAD 1.0108  -0.0071 1.0101 - 1.0187 0.9359

CHF 1.0861  0.0085 1.0815 - 1.089 1.0057

DXY

82.3630 0.4970 - -
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

Dow Jones 11152 13 Gold ($US/ounce) 1182.3 0.3
S&P 1202 13 Copper ($US/tonne) 7430.0 10
Nasdag 2499 15 Nickel ($US/tonne) 26300.0 35
FTSE 100 5553 11 CRB Index 278.1 0.1
DAX 6167 05 Oil ($US/barrel) 86.05 _ 0.1

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.

4

r A X 4



ANZ Morning Note / 4 May 2010 / 5 of 5

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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