OREX Overnight Express

The Overnight Express: Chinese Inflation
Rises Faster Than Expected

The following is a summary of the main
economic events from the North American and
Asia-Pacific sessions:

- Chinese headline CPI rises 2.7% year-over-year in
February, accelerating from the prior month’s
1.5% increase and outpacing calls for a 2.5%
pickup.

- Australian economy creates 0.4k jobs in February,
short of the prior month’s 56.5k gain and
expectations for a more modest 15.0k increase;
unemployment rate rise to 5.3% from 5.2% the
month prior, in line with forecasts.

- FT:Pimco’s El Erian writes that dangers of growing
government deficits “not yet sufficiently
appreciated and understood” by public and
governments; says without higher taxation/lower
spending countries will be forced to use inflation
to control debt.

- Bank of England inflation attitudes survey shows
inflation expectations for the year ahead rise to
2.5% in February from 2.4% in November, the
highest since late 2008; sterling rallies.

- Chinese February new loans fall to 700.1 billion
yuan from 1390.0 billion the month prior, short of
calls for a 600.0 billion level.

- Chinese retail sales advance 22.1% year-over-year
in February, beyond expectations for an 18.1%
increase, while industrial production rises 12.8%,
short of calls for a 19.0% increase

Market Snapshot (As of 7:27 AM EST)
EUR/USD 1.3655 -0.0002
USD/CAD 1.0265 0.0019
USD/JPY 90.68 0.16
GBP/USD 1.5038 0.006
AUD/USD 0.9156 0.0001
BOﬂdS Last Price Net Change
US 10-Year Future 116.625 -8

US 10-Year Yield 3.7405 0.019
Canadian 10-Year Bond Yield 3.55 -0.31
German 10-Year Bund Yield 3.191 0.038

UK 10-Year Gilt Yield 4125 -0.37

Aussie 10-Year Bond Yield 5.665 0.05

Japanese 10-Year Bond Yield 1.325 0.015

Stocks

Last Price  Net Change

Eurostoxx 2580.77 -7.89
FTSE 100 5616.74 -23.83
DAX 5932.53 -4.19
Nikkei 10664.95 101.03
S&P ASX 200 4814.2 -5.8
Hang Seng 21228.2 19.91
Shanghai Composite 3051.282 2.355
Dow Futures 10550 =115
S&P Futures 1142.5 -3.25
CommOdities Last Price  Net Change
WTI Crude Oil 82.2 0.11
Spot Gold 1104.95 -3.46
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- Final Japanese Q4 GDP revised down to a 0.9%
quarter-over-quarter gain, further than
expectations for a downward revision to 1.0%
growth from the 1.1% pickup previously recorded;
annualized GDP revised down to a 3.8% growth
rate, also further than calls for a downward
revision to 4.0% from 4.6%.

- Greece’s hospitals, airports and schools shut
down in general strike protesting budget cuts.

- BBG: Harvard professor Feldstein says euro’s
decline has been due to “irrational or panic
selling” and that it’s a “overreaction.”

- RBNZ keeps its official cash rate at 2.50% as
expected; the central banks says the Kiwi
economy is “recovering broadly” and inflation is
“expected to track within the target range over
the medium term”; the RBNZ also says it will
begin to remove stimulus around the middle of
2010.

- RBNZ predicts that Kiwi GDP will expand by an
annualized 1.9% in Q1 of this year, and rise by an
annualized 4.4% in Q1 of 2011.

- U.S. Senate sends $138 billion bill to extend
unemployment insurance benefits to the House of
Representatives.

- South Korean Central Bank leaves benchmark
interest rate unchanged at 2.00%, as expected.

- Global volume of forex trading increased by 17%
between April and October 2009, according to a
report from the Reserve Bank of Australia

BP buys $7 billion worth of oil and gas assets in
Brazil, the Gulf of Mexico and Azerbaijan from

Devon Energy Corp. for $7 billion.

Thursday’s Outlook:
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On the back of a quiet session for Europe on
Thursday, focus is likely to lie on the Swiss
National Bank’s interest rate decision at 8 a.m.
EST.

Economists unanimously expect the central bank
to maintain its benchmark 0.25% interest rate,
leaving focus on the accompanying statement,
released at 9 a.m. EST.

At the most recent statement on September 17,
the central bank stated that it “is still aiming to
keep the Libor within the lower end of this range,
i.e. at approximately 0.25%. It will continue to
provide the economy with a generous supply of
liquidity and, if necessary, to purchase Swiss franc
bonds with a view to reducing risk premia on
long-term debt instruments issued by private
sector borrowers. In addition, it will continue to
act decisively to prevent any appreciation of the
Swiss franc against the euro.”

Any changes to these statements will impact the
Franc, particularly if the SNB seems inclined to
hike rates in the near future.

The North American session is looking busy on
Thursday with market receiving the U.S. and
Canadian trade balances, along with Canadian
capacity utilization and U.S. jobless claims.

Central bankers will also be in focus with speeches
from Bank of Canada Governor Mark Carney and
New York Fed President William Dudley.

The day begins at 8:30 a.m. EST, with the U.S.
trade deficit expected to widen to $41.0 billion in
January from $40.2 billion the month prior.

Also, initial jobless claims for the week ending
March 6 are expected to decline to 460k from
469k the week prior.
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Continuing claims for the week ending Feb. 27 are
expected to remain unchanged at 4500k.

North of the border, and simultaneous with the
U.S. data, the Canadian capacity utilization rate is
expected to jump to 70% in Q4 from 67.5% in Q3.

Also, the Canadian international merchandise
trade balance is expected to go into surplus at
C$0.2 billion compared to the CS0.2 billion deficit
the month prior.

Then at 1:30 p.m. EST, Bank of Canada Governor
Mark Carney will address students at Carleton
University in Ottawa.

At 4:35 p.m. EST, New York Fed President William
Dudley (voter) will address the Society of Business
Economists at an event in London, England.
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- Finally, at 4:45 p.m. EST, New Zealand will publish
its January retail sales report, which is expected to
rise 0.5% month-over-month following a flat
reading in December.

- Sales excluding autos are expected to increase by
0.7% compared to the prior 1.8% contraction.

By Adam Button, adamb@fxtraderacademy.com
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Economic Data

Mar-10
14:00 US  Monthly Budget Statement FEB -220.9B vs. Exp: -$222.0B Prior: -$193.9B
15:00 NZ  RBNZ Official Cash Rate Mar-10 +2.5% vs. Exp: +2.5% Prior: +2.5%
16:30 NZ  Business NZ PMI FEB +53.3 vs. Prior: +52
17:45 NZ  Food Prices (MoM) FEB -1.3% vs. Prior: +2.1%
18:50 JN  Gross Domestic Product (QoQ) 4Q F +0.9% vs. Exp: +1.0% Prior: +1.1%
18:50 JN  GDP Annualized 4Q F +3.8% vs. Exp: +4.0% Prior: +4.6%
18:50 IN Nominal GDP (QoQ) 4Q F +0.1% vs. Exp: +0.1% Prior: +0.2%
18:50 IN GDP Deflator (YoY) 4Q F -2.8% vs. Exp: -3.0% Prior: -3.0%
19:00 AU  Consumer Inflation Expectation MAR +3.2% vs. Prior: +3.2%
19:30 AU  Employment Change FEB +0.4K vs. Exp: +15.0K Revised: +56.5K Prior: +52.7K
19:30 AU  Unemployment Rate FEB 5.3% vs. Exp: 5.3% Revised: 5.2% Prior: 5.3%
19:30 AU  Full Time Employment Change FEB +11.4K vs. Revised: +12.0K Prior: +15.9K
19:30 AU  Part Time Employment Change FEB -11.0K vs. Revised: +44.5K Prior: +36.9K
19:30 AU  Participation Rate FEB 65.2% vs. Exp: 65.3% Prior: 65.3%
21:00 CH  Producer Price Index (YoY) FEB +5.4% vs. Exp: +5.1% Prior: +4.3%
21:00 CH  Purchasing Price Index (YoY) FEB +10.3% vs. Exp: +8.5% Prior: +5.5%
21:00 CH  Consumer Price Index (YoY) FEB +2.7% vs. Exp: +2.5% Prior: +1.5%
21:00 CH  Retail Sales (YoY) FEB +22.1% vs. Exp: +18.1%
21:00 CH  Retail Sales YTD (YoY) FEB +17.9% vs. Exp: +18.7%
21:00 CH  Industrial Production (YoY) FEB +12.8% vs. Exp: +19.0%
21:00 CH  Industrial Production YTD (YoY) FEB +20.7% vs. Exp: +19.5%
21:00 CH  Fixed Assets Inv Urban YTD (YoY) FEB +26.6% vs. Exp: +25.6%
21:00 CH New Yuan Loans FEB +700.1B vs. Exp: +600.0B Prior: +1390.0B
Mar-11
8:00 Sz SNB Libor Target Rate Exp: +0.25% vs. Prior: +0.25%
5:00 EU  ECB Publishes Mar. Monthly Report Mar-11
8:30 US  Trade Balance JAN Exp: -$41.0B Prior: -$40.2B
8:30 US Initial Jobless Claims Mar-06 Exp: +460K Prior: +469K
8:30 US  Continuing Claims Feb-27 Exp: +4500K Prior: +4500K
8:30 CA  Capacity Utilization Rate 4Q Exp: +70.0% Prior: +67.5%
8:30 CA  New Housing Price Index (MoM) JAN Exp: +0.4% Prior: +0.4%
8:30 CA  Int'l Merchandise Trade JAN Exp: +0.2B Prior: -0.2B
9:00 Sz SNB Holds Monetary Policy Assessment Mar-11
10:30 US  EIA Natural Gas Storage Change Mar-05 Exp: -109 Prior: -116
EU  ECB's Mersch Presents BCL's Bulletin Mar-11
13:00 US  U.S. to Sell USD13 BIn 30-Year Bonds Reopening Mar-11
13:50 CA  Bank of Canada Governor Carney Speaks in Ottawa Mar-11
14:00 US  New York Fed's Dudley Speaks to London Economists Mar-11
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16:00 NZ  REINZ House Sales (YoY) FEB Prior: -1.1%

16:00 NZ  REINZ Housing Price Index FEB Prior: +3201.8

16:45 NZ  Retail Sales (MoM) JAN Exp: +0.5% Prior: 0.0%

16:45 NZ  Retail Sales Ex-Auto (MoM) JAN Exp: +0.7% Prior: -1.8%
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