12" April 2010

Review: 5™ — 11" April 2010

e Greek sovereign debt dominated the headlines and investor focus;
speculation regarding Greece keeps the pressure on all EUR pairs. The
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Market Research

)4 Greek sovereign debt crisis is becoming more about the political George Tchetvertakov
= durability of the EU rather than the economic stability of Greece. Head of Market Research
- e Risk rally rumbles on as equities, commodities and risk-FX maintained gichetvertakov@alpari.co.uk
© long-term uptrends
'E e USD was under pressure in risk-tolerant market conditions — commodity
g currencies performed best. Tentative expectations of a strong upcoming
G Q1 earnings season are removing support in USD pairs
ge e A Yuan revaluation is becoming more likely although its magnitude is
% unlikely to be earth moving
LL
Currenc At Open At Close Week Week -
pair ! on Ap:)il 5t on April o™ % Change High Low Volatility
EUR/USD 1.3490 1.3498 0.06% 1.3537 | 1.3281 1.90%
GBP/USD 1.5264 1.5368 0.68% 1.5390 | 1.5127 1.72%
usD/JpPY 94.66 93.16 -1.58% 94.66 92.82 1.94%
USD/CHF 1.0612 1.0656 0.41% 1.0785 | 1.0582 1.91%
EUR/GBP 0.8834 0.8781 -0.60% 0.8859 | 0.8704 1.75%
EUR/CHF 1.4319 1.4385 0.46% 1.4394 | 1.4313 0.57%
GBP/CHF 1.6202 1.6378 1.09% 1.6512 | 1.6161 2.17%
GBP/JPY 144.49 143.17 -0.91% 144.71 | 140.93 2.62%
EUR/JPY 127.69 125.75 -1.52% 127.81 | 123.42 3.44%
CHF/IPY 89.15 87.39 -1.97% 89.21 86.14 3.44%
AUD/USD 0.9189 0.9329 1.52% 0.9345 | 0.9164 1.97%
NZD/USD 0.7061 0.7156 1.35% 0.7171 | 0.6962 2.96%
USD/CAD 1.0079 1.0023 -0.56% 1.0103 | 0.9975 1.27%

| Source: Alpari (UK)

SD

The Dollar had a mixed week, starting strongly on Easter Monday but closing on its lows in most
currency pairs as the global risk theme asserted its influence. US macro data generated a big surprise
and lifted the Dollar (especially so in very thin market conditions) with the ISM Non-Manufacturing
survey showing the largest expansion since 2007 (55.4 vs. 54.1 exp.). On the same day, stellar housing
figures improved sentiment further (8.2% vs. -0.5% exp.) underlining the gradual but apparent
improvement in the housing sector. US consumer confidence indicators have also shown improvement
recently so strong sales in the housing sector were considered as yet another sign that US consumers
will be able to recover and significantly contribute to economic growth in due course.

FOMC minutes showed that the Fed is ready to keep rates lower for longer if necessary depending on
the outlook for inflation and the recovery. If inflation stays subdued, the Fed will have more breathing
space when picking the best time to withdraw stimulus measures.
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Fundamental | FX

“The duration of the extended period prior to policy firming might last for quite some time and could
even increase if the economic outlook worsened appreciably or if trend inflation appeared to be declining
further" the minutes said. Overall, very little new was revealed in the minutes re-affirming that the Fed
isin no hurry to raise interest rates.

Aside from domestic issues, the
US Dollar

Dollar traded lower across the board 2%

due to global risk-preferences

favouring higher yielding currencies

such as AUD, NZD and CAD. Largest 0.41%

H _ [)
losses were against AUD (-1.52%), o
JPY (-1.58%) and SEK (-1.52%). 0.06% 0.10%

Another negative factor for the 0.68% 0.56% 0.61%

Dollar was the spectre of Q1

. - . 135%
earnings results beginning this L sgo 2 5w 1.52%
2%

coming week. Speculative positions
. - EUR GBP JPY CHF CAD NZD AUD DKK NOK SEK
are likely to favour short Dollar/long slpari
equities as has been the case since

the recovery took hold.
EUR

The focus for EUR traders was the scheduled ECB interest rate decision with special attention on the
press conference following the announcement. Market participants were keen to hear the ECB’s opinion
on the Greek sovereign debt and how required funding would be provided. The rate decision was
unchanged as expected with the press conference offering little in terms of clarifying the outlook on
sovereign debt in Europe.

The euro fell broadly on reports of Greece launching a bond in the United States and wanting to amend
a recent EU aid deal; the rumours underscored the magnitude of ongoing deficit problems, prompting
traders to dump the Euro. The debt issuance will mark the first time that a Euro-zone nation issues as an
emerging market nation in an attempt to raise
. Euro required capital whilst keeping the interest
2 paid as low as possible. Incidentally, yields on
long-term Greek debt keep tracking higher

0.46% (above 7% compared to Germany’s 3%)

0.06% ’—‘ symbolising investor discomfort and rising risk

0% premium.
-0.60% -0-51% A developing problem for Greece and possibly
for the wider Euro-zone is capital flight. Greek

-129% 0, . . .
1.52% 1.43% banks are being oversubscribed with

-2%
USD GBP JPY CHE CAD NZD AUD redemptions as worried citizens and investors

alpari

reallocate capital to foreign banks or offshore.
Greek households/companies withdrew approximately €3bn in February and more than €5bn in
January. According to the Bank of Greece, the largest recipients have been Switzerland, UK and Cyprus.
Investor perception of the risk surrounding Greece is still increasing - Greece is more likely to default
than all the EU’s members in Eastern Europe, including those that received IMF backed bailouts.

Trichet's press conference helped to alleviate some pressure from the Euro, Greek CDS prices and
Greek/German yield spreads narrowed slightly from their record peaks but the bigger picture remains
unchanged and has maybe deteriorated. Greek banks asking for state support was just one issue
amongst many others that are plaguing Greece. Rumours including a withdrawal of IMF involvement are
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also having an effect even though they are just rumours. Market participants are struggling with the lack
of credible, concrete information. The Euro was higher late on Friday alongside speculation that Greece
will receive financial aid in the immediate future. Earlier, Fitch downgrade Greece from BBB+ to BBB- (2
notches) on higher interest costs and a deteriorating economic outlook.

Another factor that removed support for the Euro was disappointing retail sales (-0.6% vs. 0.0% exp.)
indicating a faltering consumer recovery in the Euro zone.
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BP

Sterling pairs were very mixed last week with the UK election and budget deficit dominating attention
and sentiment. There were however several
British Pound positive surprised on the macro data front —
the strongest UK industrial (1.0% vs. 0.5%
exp.) and manufacturing production (1.3%

2%

1.09%

0.68% .
0.60% vs. 0.7% exp.) numbers for over 2 years was

very GBP positive.
0%

-0.13% The interest rate decision was a hon-event

-0.80% as the BoE held interest rates at 0.5% and
-0.91% -0.95% :

kept asset purchases unchanged at £200bn

Fundamental | FX

2% — both as expected. Accompanying

.- USD EUR JPY CHF AUD CAD NZD commfer|1taryfrom BoE officials was non-
eventful.

JPY

The BolJ left interest rates unchanged at 0.1% as widely expected. The central bank said the economy
was continuing to pick up, but market participants are expressing concern that prolonged deflation will
keep the pressure on for further monetary easing.

The BolJ stated that business confidence is
29, Japanese Yen improving (possibly reflecting solid results
of the latest Tankan survey). The outlook

for the economy and CPIl were unchanged
from the previous meeting. After a

1.97% drumbeat of government pressure, the BOJ
2%

1.58% 1529 eased monetary policy further by doubling

091 1.00% the size of its fund-pumping tool. With

deflation showing little signs of letting up,
0-28% 0 oeu many market players expect the BOJ to
0% B loosen policy further. The next step will be
apai USD EUR GBP CHF CAD NZD AUD to further expand the size of the fund-
supply tool or extend the duration of fixed-
rate loans to banks. The BoJ is only likely to take action if the Yen rises significantly and continued
deflation prompts government officials to put pressure on the BoJ to act. The focus now is how the BOJ
will show its economic and price forecasts in its outlook report on April 30" and how that compares

with the government view on the economy and deflation.
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CHF

The only Swiss centric factor to affect the Swissie last

. o . . o
week was the disappointing retail sales estimate (3.1% Swiss Franc

vs. 3.8% exp.). Recovery expectations were slightly 0%
dented following several weeks of improvement in \—H_‘

0.41%  .0.46%

Swiss macro data and upward revisions to
growth/inflation by the SNB. -1.09% 0.99%

In EUR/CHF, there were no reports of intervention. ) 197y -1.93%
The 1.4315 plateau formed after the last bout of SNB
intervention 2 weeks ago proved a very solid level to
enter the pair as it traded from a low of 1.4313 up to

1.4394 over the course of Thursday and Friday. -4%
Already this week, the pair has gapped higher at 4 Usb EUR GBP JPY CAD AUD

market open in the London trading session, reaching a
high of 1.4465.

OTHERS

The Aussie Dollar hit a 2 month high after the RBoA raised interest rates fairly unexpectedly. Consensus
estimates were around 40% for a rate hike so the news boosted AUD pairs significantly. A rise above
$0.9253 would mark AUD’s strongest rise since January with more appreciation very possible as
investors price in more rate increases over the rest of 2010. The rate increase filtered through to other
pairs, helping USD/CAD descend closer to parity. A break beyond that level would mark its highest since
July 2008.

The PBoC said it will sell three-year bills for the first time since June 2008, prompting speculation it is
preparing to raise interest rates and allow gains in the Yuan to help curb inflation. The sale of 15bn Yuan
($2.2bn) of short-dated paper will be followed by issuance every two weeks according to PBoC officials.
The bills may yield 2.75% at the sale, compared with 1.93% on 1yr bills sold last week.
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Preview: 12" — 18" April 2010

e Heavy batch of Chinese macro data will be key; GDP, CPl and housing are the
focus. Yuan revaluation timing and global risk preferences could be affected.

e Q1 earnings season begins in the US with several bellwethers reporting this week
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e Recently agreed EU/IMF loan facility could be tapped sooner rather than later by
the Greeks; European sovereign debt issue remains key despite the latest loan
guarantees given by the EU/IMF

This coming week is fairly sparse on the data front but heavy on speculation. What happens next in
the Greece saga will be one of the major themes affecting currencies. Towards the end of last week,
a confirmed rescue plan totalling €30bn just for 2010 was announced. Euro pairs have been lifted by
this news despite a 2 notch downgrade of Greek debt late last week. All EUR pairs gapped higher on
the open on Sunday indicating a sizeable return of confidence towards the Euro and the wider debt
problems in the Euro-zone. The vast amount of commentary, rumours and opinion on the Greek
issue has left the Euro susceptible to sharp intra-day moves however. Whether or not Greece taps
the EU/IMF facility will be important; we could see a request for funds in the immediate future

Fundamental | FX

(EcoFin meeting on April 17"isa plausible possibility) which could be interpreted as either negative
or positive depending on investor sentiment. Investors and European officials are desperate to draw
a line under this issue as quickly as possible but the lack of clarity from EU officials alongside nervous
speculative investors is deteriorating the situation as Greek bond yields creep higher. Higher bond
yields make it harder for a country to service its debts and in the case of Greece, sharply higher bond
yields could push the country into a asking for emergency funding. In our opinion, a request for
EU/IMF funding would ease the pressure off Greece, induce a narrowing of Greek/German yield
spreads and be a positive factor for the Euro.

Developments in Asian markets will be a top priority. Equities have been grinding higher in foresight
of this week where Q1 GDP estimates are due to be released by several Asian countries. Individual
growth rates will not be as important as how Asia is doing collectively so if several nations disappoint
with their estimates, a fresh round of worries about the global recovery would ensue, helping the
Dollar and the Yen at the expense of cyclical currency pairs. From all the upcoming data in Asia,
anticipation of Chinese indicators is highest by far. In fact, Chinese data is the most likely theme to
dominate price action next week. Rumours of a USD/CNY revaluation in tandem with the timing of
PBoC stimulus withdrawal are still doing the rounds — this week’s data will affect both themes. A
solid tranche of data would increase the likelihood of a small one-off appreciation and shorten the
timeline for beginning policy tightening in the eyes of the PBoC. In this scenario we are likely to see
sharp depreciations in commodity currencies because higher interest rates in China tend to weigh on
Chinese import demand for commodities. China is expected to announce a 12% growth rate for Q1,
up from 10.7% in Q4 2009. Given current information, a one-off adjustment doesn’t seem imminent.
Chinese authorities are notoriously resistant to US pressure so we could see a preference to defer
any decision until later in the year thereby avoiding criticism that China gave in to US demands. In
our opinion, the Strategic & Economic Dialogue meeting in late May and the G20 summit in late June
are good opportunities for the PBoC to take action.
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FX Sensitive Calendar Events

Monday 12" April

(JPY) Monetary Policy Meeting Minutes
(AUD) Home Loans

(CNY) New Loans

alencar tvents
Tuesday 13" April

(CNY) EDI

(GBP) Trade Balance
(CAD) Trade Balance
(
(

(CAD) Housing Starts USD) Trade Balance

(CAD) BOC Outlook Survey NZD) Retail Sales
Wednesday 14™ April Thursday 15™ April

(USD) CPI CNY) CPI

(USD) Retail Sales CNY) GDP

(USD) cPI CNY) Industrial Production

(USD) Beige Book

(

(

(

(

(CNY) Retail Sales
(EUR) Trade Balance
(USD) Unemployment Claims

(USD) Empire State Manufacturing Index
(USD) TIC Long-Term Purchases

(USD) Industrial Production

(USD) Philly Fed Manufacturing Index

Friday 16™ April
(CHF) PPI

(EUR) CPI
(USD) Building Permits
(USD) University of Michigan Sentiment
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Ko
p 2010 US Q1 Earnings Calendar
C’_'CS‘ Date Company Name Estimated EPS Consensus
D 12-Apr  Alcoa 0.100
7)) 13-Apr  Ambac Financial NA
(D) 13-Apr  Telmex 5.885
— 13-Apr  CSX Corp 0.677
ot 13-Apr Intel 0.376
— 13-Apr Linear Technology 0.413
< 13-Apr Talbots 0.021
'_‘Q"‘ 14-Apr  Progressive 0.374
(av 14-Apr  JPMorgan Chase & Co 0.640
14-Apr  JB Hunt Transport 0.263
14-Apr  Landstar System 0.317
14-Apr  Mission West NA
14-Apr  YUM! Brands 0.519
S 15-Apr  Peabody Energy 0.410
LL 15-Apr  Advanced Micro -0.049
15-Apr  Amylin Pharmaceuticals -0.279
— 15-Apr  AptarGroup 0.511
— 15-Apr  Biogen Idec 1.121
(gv] 15-Apr  Christopher & Banks -0.266
"E 15-Apr  Google 6.555
) 15-Apr Intuitive Surgical 1.708
15-Apr  People's United Financial 0.081
E 15-Apr  Vertex Pharmaceuticals -0.772
(O 16-Apr  Bank of America 0.096
© 16-Apr  First Horizon National -0.159
= 16-Apr  Gannett 0.412
5 16-Apr  General Electric 0.157
L 16-Apr  QuinStreet 0.145
19-Apr  McMoRan Exploration -0.100
19-Apr  Citigroup Inc -0.001
19-Apr International Business Machines Corp IBM 1.929
19-Apr  Hasbro Inc 0.159
19-Apr  EliLilly & Co 1.101
19-Apr  Halliburton Co 0.253
20-Apr  Brinker International Inc 0.413
20-Apr  Coca-Cola Co 0.737
20-Apr  UnitedHealth Group Inc 0.686
20-Apr  Harley-Davidson Inc 0.256
20-Apr  Biogen Idec Inc 1.121
20-Apr  Northern Trust Corp 0.723
20-Apr  Eaton Corp 0.838
20-Apr  US Bancorp 0.339
20-Apr  Bank of New York Mellon Corp 0.528
20-Apr  Goldman Sachs Group Inc 4.148
20-Apr  Marshall & llsley Corp -0.396
20-Apr  Stryker Corp 0.776
20-Apr  Altera Corp 0.395
20-Apr  Juniper Networks 0.257
20-Apr  VMware Inc 0.274
20-Apr  Tempur-Pedic International 0.314
20-Apr  Boston Scientific Corp 0.088
20-Apr  Synovus Financial Corp -0.473
20-Apr  EQT Corp 0.558
20-Apr  PACCAR 0.147
20-Apr  Morgan Stanley 0.603
20-Apr  Amphenol Corp 0.507
20-Apr  State Street Corp 0.764
20-Apr  Johnson & Johnson 1.275
20-Apr  Yahoo! Inc 0.130
20-Apr  Apple Inc 2.391
20-Apr  TD Ameritrade Holding 0.242
21-Apr  Abbott Laboratories 0.803
21-Apr  United Technologies 0.928
21-Apr  McDonald's Corp 0.961
21-Apr  Freeport-McMoRan Copper & Gold Inc 1.919
21-Apr  Altria Group Inc 0.406
21-Apr  Boeing Co 0.861
21-Apr  Wells Fargo & Co 0.423
21-Apr  AT&TInc 0.539
21-Apr  QUALCOMM Inc 0.560
21-Apr  NetFlix Inc 0.541

FX Weekly Page 7



<
p 21-Apr  Fidelity National Financial Inc 0.134
C’:j 21-Apr  Starbucks Corp 0.243
d_‘)) 21-Apr  AmeriCredit Corp 0.271
) 21-Apr  Vertex Pharmaceuticals -0.775
(¢} 21-Apr Intersil Corp 0.264
— 21-Apr  E*Trade Financial Corp -0.029
o p— 21-Apr  Amgen Inc 1.236
— 21-Apr  Coach Inc 0.453
o] 21-Apr  Jefferies Group 0.340
Q“ 21-Apr  Lockheed Martin 1.575
(av 21-Apr  Delta Air Lines -0.229
21-Apr eBaylInc 0.409
22-Apr  New York Times Co 0.043
22-Apr  Marriott International 0.196
22-Apr  Fifth Third Bancorp -0.199
< 22-Apr  Philip Morris International 0.933
LL 22-Apr  PepsiCo Inc 0.752
22-Apr  Verizon Communications 0.557
— 22-Apr  Align Technology 0.131
S 22-Apr  Capital One Financial Corp 0.538
(o] 22-Apr  Microsoft Corp 0.425
+ 22-Apr  American Express Co 0.610
g 22-Apr  Blackstone Group 0.207
22-Apr  Stanley Black & Decker 0.308
E 22-Apr  AllianceBernstein Holding 0.500
(O 22-Apr  Continental Airlines Inc -0.536
e 22-Apr  Textron -0.025
= 22-Apr  Rockwell Automation 0.505
> 22-Apr  Southwest Airlines 0.017
L 22-Apr  PNC Financial Services Group 0.653
22-Apr  Kimberly-Clark Corp 1.108
23-Apr  Honeywell International 0.472
23-Apr  Schlumberger Ltd 0.618
23-Apr  American Electric Power 0.809
23-Apr  Xerox Corp 0.129
23-Apr  Exelon Corp 0.879
23-Apr  Ford Motor 0.296
23-Apr  Travelers Cos 1.433
23-Apr  Amazon.com 0.601
23-Apr T Rowe Price Group 0.572
23-Apr  US Airways Group -0.687
23-Apr  JetBlue Airways -0.007

Source: JP Morgan Chase, Bloomberg & Reut

Disclaimer:

Alpari (UK) provides an execution-only service. The material contained here does not contain
(and should not be construed as containing) investment advice or an investment
recommendation, or, an offer of or solicitation for, a transaction in any financial instrument.
Alpari (UK) accepts no responsibility for any use that may be made of these comments and for
any consequences that result. This communication must not be reproduced or further
distributed. All information in this publication has been compiled from publically available
sources that are believed to be reliable; however we cannot guarantee the accuracy of all
information. All information and documentation associated with this report has been produced
for the purposes of providing the report only.

Please remember that trading financial markets carries a high degree of risk to your capital. It
is possible to lose more than your initial stake. Leveraged products may not be suitable for all
investors, therefore please ensure you fully understand the risks involved, and seek
independent advice if necessary.
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