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ECONOMICS & MARKETS RESEARCH
ANZ MORNING NOTE

OVERNIGHT MARKETS UPDATE

US bonds yields rose despite a report showed that US consumer prices
unexpectedly declined in April as the EUR staged a rebound overnight and stock
markets recovered from early weakness. The yield on 2-year notes increased 5bps
to 0.773%, whilst the 10-year yield gained 2bps to 3.368%.

Australian bond futures out performed the US Treasuries. The implied yield on
3-year bond futures decreased 2bps to 4.850% (price up 2bps to 95.150) and the
implied yield on the 10-year bond futures fell 2bps to 5.410% (price up 2bps to
94.590).

US equities declined as Germany’s ban on naked short selling and a jump in
mortgage foreclosures weighed on the markets. Broker downgrade on Principal
Financial and American Apparel’s comments on its debt compliance also weighed
on the equities. The DJIA was down 0.6% to 10444, the S&P 500 lost 0.5% to
1115 and the Nasdaq was 0.8% lower at 2298.

European equities retreated for the third time in four days after Germany
unilaterally banned naked short selling on government bonds and financial
institutions, sparking concerns that regulation would increase. The DJ Euro Stoxx
50 fell 2.9% to 2619, the German DAX declined 2.7% to 5989 and the UK FTSE
was 2.8% lower at 5158.

The Australian SPI1 200 May 10 futures contract was flat at 4389.

The EUR staged a rebound after dipping below 1.2150 overnight. EUR/USD
opens stronger at around 1.2430 after gaining overnight on report that the euro
zone would act to support the euro. GBP/USD opens higher at 1.4450 after
rallying late in the night. USD/JPY opens at 91.60 after falling from its overnight
high of 92.24.

The AUD fell below 0.8400 as concerns that the Europe would not be able to
contain the Greek debt crisis dampened investor appetite for higher-yielding
assets. AUD/USD fell to a low of 0.8355 but later pared back losses to open
higher at 0.8470. AUD/EUR opens lower at 0.6810 after falling steadily.
AUD/JPY opens at 77.70 after a choppy session and the AUD/NZD pair opens
lower at 1.2480.

Crude oil rose as the USD weakened. WTI futures contract for June 10 increased
2.8% to US$71.33 a barrel.

Spot gold tumbled below $1,200 an ounce as euro rebounded from the lowest
level in four years against the dollar and reduced safe-haven buying. Spot gold
decreased 2.6% to US$1,192.80.

LME 3 month copper decreased 2.8% to US$6,505 for the third time in four
sessions as Germany'’s ban on short selling dampened demand for commodities.
Other base metals traded negative with zinc, aluminum, lead and nickel
decreasing 4.2%, 2.5%, 4.4% and 3.8%, respectively.

US soybeans fell 0.1% despite expectations that cheaper supplies would revive
demand for the oilseed from the US. Corn fell 0.1% as a German trading ban
triggered a sell-off. Wheat gained 0.3%, sugar rose 0.9%, while palm oil
futures were 0.4% 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)

FOMC Minutes: Federal Reserve policy makers said they were in no rush to sell
$1.1tn of mortgage-backed securities, with a majority preferring to wait until after
the central bank starts raising interest rates. Officials lowered their projections for
inflation, excluding food and fuel, while keeping forecasts little changed for
economic growth and unemployment in 2011 and 2012.

US CPI m/m (Apr) unexpectedly dropped for the first time since March 2009 to -
0.1% (0.1%, 0.1%) in April, as retailers continue to cut prices to try and spur
demand.

US CPI y/y (Apr): 2.2% (2.4%, 2.3%)
US Core CPI m/m (Apr): 0.0% (0.1%, 0.0%)
US Core CPI y/y (Apr): 0.9% (1.0%, 1.1%)

US MBA Index (w/e 14 May) dropped -1.5% (3.9%) last week as purchases
declined and the expiration of a homebuyers’ tax credit drove away buyers. The
group’s purchases index slumped 27%, while the refinancing measure rose 15%.

US Delinquencies (1Q): 10.06% (9.47%)
US Foreclosures (1Q): 4.63% (4.58%)

EC Monthly Production in Construction m/m (Mar) surged the most in 14
years to 7.6% (-7.2%) driven by a 27% increase in Germany. European builders
are stepping up output to meet reviving demand after unusually cold weather
curbed construction in the first two months of the year.

EC Monthly Production in Construction y/y (Mar): -5.2% (-14.8%)

Bank of England minutes from their May meeting showed unanimous support
for keeping rates unchanged at 0.5% and maintaining their asset purchase
programme at £200bn.

European Central Bank Governing Council Member Axel Weber said: “A
permanently available support scheme would only exacerbate these problems and
therefore should not be a policy option...Adverse incentive effects would most
likely be even more severe than in the financial sector...It is essential to
strengthen the existing fiscal rules to prevent individual governments from
running into budgetary difficulties.”

European Central Bank Executive Board Member Lorenzo Bini Smaghi
said: “The crisis of government debt has now begun to have an impact on the
functionality of the financial markets... We had to react to this.”

German Chancellor Angela Merkel: “The lack of rules and limits can make
behaviour in financial markets driven purely by the profit motive destructive and
lead to an existential threat to financial stability in Europe and even the world.”
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ECONOMIC DATA & EVENTS

UPCOMING DATA AND EVENTS

e NZ: New Zealand’s 2010 budget is released - 02:00 GMT (12.00 AEST)

e AU: Consumer Inflation Expectation — (May): Last: 4.1% - 01:00 GMT (11.00
AEST)

e AU: RBA Foreign Exchange Transactions — (Apr): Last: 892M - 01:30 GMT (11.30
AEST)

e AU: Average Weekly Wages q/q - (Feb): Market: 0.9% Last: 2.0% - 01:30 GMT
(11.30 AEST)

e AU: Average Weekly Wages y/y — (Feb): Market: 5.4% Last; 5.9% - 01:30 GMT
(11.30 AEST)

e JP: Housing Loans y/y — (Q1): Last: 1.6% - 23:50 GMT (09.50 AEST)

e JP: Gross Domestic Product q/q - (Q1 P): Market: 1.4% Last: 0.9% - 23:50 GMT
(09.50 AEST)

e JP: GDP Annualized - (Q1 P): Market: 5.5% Last: 3.8% - 23:50 GMT (09.50
AEST)

e JP: Nominal GDP g/q - (Q1 P): Market: 1.3% Last: 0.1% - 23:50 GMT (09.50
AEST)

e JP: GDP Deflator y/y - (Q1 P): Market: -3.0% Last: -2.8% - 23:50 GMT (09.50
AEST)

¢ JP: BoJ Monetary Policy Meeting - 04:00 GMT (14.00 AEST)
e JP: Convenience Store Sales y/y — (Apr): Last: -4.9% - 07:00 GMT (17.00 AEST)

e EU: Euro-Zone Consumer Confidence — (May A): Market: -16 Last: -15 - 14:00
GMT (00.00 AEST)

e GE: Producer Prices m/m - (Apr): Market: 0.6% Last: 0.7% - 06:00 GMT (16.00
AEST)

e GE: Producer Prices y/y — (Apr): Market: 0.4% Last: -1.5% - 06:00 GMT (16.00
AEST)

e UK: Retail Sales Ex Auto Fuel m/m - (Apr): Market: -0.1% Last: 0.2% - 08:30
GMT (18.30 AEST)

e UK: Retail Sales Ex Auto Fuel y/y - (Apr): Market: 3.2% Last: 4.0% - 08:30 GMT
(18.30 AEST)

e UK: Retail Sales w/Auto Fuel m/m - (Apr): Market: 0.2% Last: 0.4% - 08:30 GMT
(18.30 AEST)

e UK: Retail Sales w/Auto Fuel y/y - (Apr): Market: 1.8% Last: 2.2% - 08:30 GMT
(18.30 AEST)

e US: Initial Jobless Claims - (w/e 15 May): Market: 440K Last: 444K - 12:30 GMT
(22.30 AEST)

e US: Continuing Claims - (w/e 8 May): Market: 4610K Last: 4627K - 12:30 GMT
(22.30 AEST)

e US: RPX Composite 28 day Index - (w/e 31 May): Last: 186.24 - 13:00 GMT
(23.00 AEST)

e US: RPX Composite 28 day y/y — (May): Last: -0.18% - 13:00 GMT (23.00 AEST)

e US: Philadelphia Fed Business Outlook Survey - (May): Market: 21.3 Last: 20.2 -
14:00 GMT (00.00 AEST)

e US: Leading Indicators — (Apr): Market: 0.2% Last: 1.4% - 14:00 GMT (00.00
AEST)

e CA: Leading Indicators m/m - (Apr): Market: 0.7% Last: 1.0% - 12:30 GMT
(22.30 AEST)

e CA: Bank of Canada Publishes its Quarterly Review - 14:30 GMT (00.30 AEST)

ANZ O,
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MARKET TABLES

TABLE 1: FIXED INCOME*

LEVEL CHANGE LEVEL CHANGE
US 2y note 0.773 4.8 US 2y swap 1.14 2.4
US 5y note 2.122 5.9 US 5y swap 2.41 2.3
US 10y note 3.368 22 US 10y swap 3.43 1.7
US 30y bond 4.244 1.5 AUS 3y swap 5.20 3.0
US 2y swap spread 36.56 -2.6 AUS 5y swap 5.57 3.0

US 5y swap spread AUS 10y swap

28.25 -2.5 5.95 3.4
US 10y swap spread 594 0.1 NZ 3y swap 4.77 0.6
AUS 3y 95,150 2.0 NZ 10y swap 5.82 0.6
AUS 10y 94.590 2.0 AUS 3m bills 4.81 4.5
US 3m Libor . 0.478 . 1.3 NZ 3m bills 2.93 0.0
Source: ANZ and Bloomberg. Change in basis points
TABLE 2: FOREIGN EXCHANGE#
LAST  CHANGE OVERNIGHT RANGE CURRENT VS AUD
AUD 0.8483  -0.0162 0.8358 - 0.8562 -
Twr 68.1000 - - -
NZD 0.6779  -0.0162 0.666 - 0.6873 1.2511
EUR 1.2413  0.0211 1.2155 - 1.2416 0.6834
Y 91.77  -0.4600 90.96 - 92.01 77.85
GBP 1.4446  0.0112 1.4239 - 1.4447 0.5872
CAD 1.0432  0.0039 1.0411 - 1.0539 0.8850
CHF 1.1509  0.0032 1.1419 - 1.1586 0.9763
DXY

86.2750 -1.1070 - -
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 10444 0.6 Gold ($US/ounce) 1192.2 -2.7
&P 1115 -0.5 Copper ($US/tonne) 6505.0 -2.8
Nasdaq 2298 0.8 Nickel ($US/tonne) 21300.0 -3.8
FTSE 100 5158 2.8 CRB Index 252.6 -0.9
DAX 5989  -2.7 Oil ($US/barrel) 71.25 _ 2.7

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: +1212 8019160 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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