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Preview

for the week of March 17, 2008

The European markets this week will

focus on (1) whether U.S. and European
credit market stability can improve after
JPMorgan on Sunday made a formal offer
to buy Bear Stearns and after the U.S.
Federal Reserve on Sunday announced a 25
bp discount rate cut and a new credit facil-
ity to channel credit to firms involved in
the mortgage securitization market, (2) the
possibility of new liquidity runs on weak-
ened U.S. or European financial institutions
given extreme market nervousness, (3) the
implications for Europe of Tuesday's FOMC
meeting which is expected to produce at
least a 75 bp rate cut, (4) the record-set-
ting run for the euro to an all-time high

of $1.5687 last Friday as European Union
leaders voiced concern that the euro's
surge will undermine the economy, (5)

the world's equity markets, which sold off
last week on increased concerns about the
credit crunch and global economic growth,
(6) the European government bond markets
which saw flight-to-quality strength last
week with the near-failure of Bear Stearns
and the default of Carlyle Capital Corp.

on $16.6 billion in debt, and (7) crude oil
prices which surged to an all-time high of
$111.00 a barrel last week on the steady
decline in the dollar to new record lows.

Market participants are starting to assess
the chances of coordinated G7 currency
intervention to support the dollar. G7
nations will try to avoid intervention but
the U.S. must prevent a run on its dollar-
denominated debt and equity securities
and Europe needs to protect its export-

ers. European officials have finally started
complaining publicly about the strong euro,
suggesting they might be willing to inter-
vene if verbal warnings do not suffice. In
a last minute addition to a communique

at a summit last Friday in Brussels, the
European Union stated "Excessive volatil-
ity and disorderly movements in exchange
rates are undesirable for economic growth."
European Commission President Jose
Barroso said the "The ECB will do what is
necessary to secure financial stability." ECB
President Jean-Claude Trichet said, "In the
present circumstances we're concerned by
excessive moves on the exchange market."

ECB Policy—The European 3-month
EURIBOR rate last week rose by another

12 bp to a 2-month high of 4.62%. The
EURIBOR rate has risen sharply by 24 bp in
the past two weeks due to increased inter-
bank funding stress among European banks.
The Dec 2008 Eurex EURIBOR futures con-
tract rose by 13 bp last week to 3.79%, but
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is still reflecting expectations for at least a
25 bp ECB rate cut by year-end.

In its monthly bulletin issued last week, the
European Central Bank (ECB) said, "The

current monetary policy stance will contrib-
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ute to achieving price stability," and that
the ECB "remains strongly committed to
preventing second-round effects and the
materialization of upside price risks to price
stability over the medium term." The ECB
remains focused on inflation risks with ener-
gy and commodity prices at record highs
and with wage pressure from unions. The
Euro-Zone CPI in February hit a 14-year
high of +3.3% y/y.

ECB Council member and Bundesbank
President Axel Weber said last week that,
"The surge in oil prices is a major concern
and | don't think it leaves us any room

for a loosening of our monetary policy."
ECB Executive Board member Lorenzo Bini
Smaghi said the financial markets are "con-

fused" about the ECB's mandate of anchor-
ing inflation expectations and that he is
"not satisfied" with average inflation rates
in the Euro-Zone over the past 10 years.

Economic Calendar—Monday brings (1)
the Euro-Zone Q4 employment report (Q3
showed a solid gain of +0.3% q/q and
+1.9% y/y), and (2) comments by ECB
Council members Axel Weber and Christian
Noyer at the European Union Chamber of
Commerce in Toronto, Canada.

Tuesday brings the RWI Institute's latest
economic growth forecast for Germany.

Wednesday brings (1) the IWH Institute's
latest economic growth forecast for

Germany, (2) the Euro-Zone Jan trade
deficit which is expected to widen to -7.0
billion euros from December's -4.2 billion
euros, and (3) Euro-Zone Jan construction
output after the weak December report of
-0.6% m/m and -3.3% y/y.

Thursday brings (1) the German Feb PPI
which is expected at +0.3% m/m and a
new 1-year high of +3.4% y/y, and (2) the
March PMI manufacturing and service sec-
tor indexes which are expected to give back
some of the gains seen in February.

Friday is a market holiday for Good Friday.
Friday's French Feb consumer spending
report is expected at +0.5% m/m and
+2.9% yly.

European stock market participants this
week will focus on (1) any additional fall-
out for the European banking sector after
the Dow Jones EURO STOXX® Banks
Index last Friday fell by -1.2% to close
near its recent 2%-year low on the need
for a Bear Stearns bailout, (2) the euro and
its impact on European exporter earnings,
(3) whether this week's U.S. and European
economic reports suggest fresh economic
weakness, and (4) any carry-over weakness
from the U.S. stock market.

Germany's DAX® Index sold off to a 1%-
month low last Friday and lost -0.9% for

European Stock Commentary

the week. June DAX® Futures posted

a 1%-month low last Friday and closed
-1.6% for the week. The Dow Jones EURO
STOXX 50® Index dropped to a 1%:-year
low last Monday and lost -0.3% for the
week. June Dow Jones EURO STOXX 50®
Futures matched their 23%-month low first
posted on Feb 18 and closed -1.0% for the
week.

Bearish factors last week included (1) the
drop in banking shares after Bear Stearns
needed to obtain emergency funding
from the New York Federal Reserve and
JPMorgan, and (2) worries that credit mar-

ket losses are speading as Carlyle Capital
Corp. defaulted on $16.6 billion of debt
and Drake Management LLC told investors
it may be forced to liquidate its $3 billion
global opportunities fund.

Bullish factors for European stocks last
week included (1) the unexpected rise in
German investor confidence in March, sig-
naling Europe's largest economy is so far
coping with the euro's appreciation and a
U.S. slowdown, and (2) the comment from
ECB Council member Weber that growth in
Europe remains in a "solid upswing."

European Interest Rates

European interest rate markets this week
will focus on (1) the flight-to-quality situ-
ation after a firm as large as Bear Stearns
nearly succumbed to a liquidity run, (2) the
sell-off in global equity markets and pros-
pects for an additional flow of capital from
stocks to bonds, (3) the drop in the 10-
year Euro-Bund yield to a 15-month low
yield last week despite the ECB's continued

hawkish rhetoric on inflation, (4) whether
the rally in the euro to a new record high
of over $1.58 will be enough to keep infla-
tion pressures from creeping higher, and
(5) whether the record surge in energy and
commodity prices will cause a further dete-
rioration in the European inflation outlook.

June Euro-Bund Futures prices rallied sharp-

ly to a contract high of 118.23 last Monday
and then consolidated for the remainder of
the week, finally closing up +0.54 points

on the week. The 10-year Euro-Bund yield
fell to a 15-month low yield of 3.703% last
Friday, closing 5.5 bp lower for the week.
June Euro-Bobl Futures prices closed +0.235
points for the week. June Euro-Schatz
Futures prices closed up +0.013 points.
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Bullish factors for Euro-Bunds last week
included (1) flight-to-quality as global
equity markets tumbled and as Bear Stearns
faced insolvency, (2) the rally in the euro

to a record high which is likely to depress
European exports and economic growth,

(3) the comment from ECB Council member
Victor Constancio that a surging euro and
slowing economic growth will help curb
inflation, and (4) carry-over support from
last week's sharp 27.5 tick rally in U.S. 10-
year T-note futures prices to a 4%-year high

Global Economic Trading Calendar

on the nearest-futures chart.

The current 10-year Euro-Bund yield of
3.73% has been pushed lower by the
decline in the 10-year T-note yield to the
current level of 3.47%, which is a 26 bp
discount to the Euro-Bond yield. The 10-
year Euro-Bund and U.S. T-note yields have
shown a fairly close daily correlation of 0.45
since the credit crisis began last August.

Bearish factors for Euro-Bunds last week
included (1) inflation concerns with the
Euro-Zone Feb CPI rising to a 14-year high
of +3.3% y/y and French Feb CPI stay-
ing at a 12-year high of +3.2% y/y, (2)
the unexpected rise in the German and
Euro-Zone Mar ZEW economic sentiment
surveys, and (3) the comment from ECB
Council member Klaus Liebscher that the
ECB is "very concerned" about inflation
and that slowing economic growth "won't
necessarily reduce inflation pressures."

Country Time Event

Monday, March 17

us 0830 ET
0830 ET
0900 ET
0915 ET

1300 ET

1300 ET

EUR 0600 ET
CAN 0750 ET
Toronto.

0830 ET

0830 ET

Jan Canadian manufacturing shipments expected +0.6%, Dec -3.4%.
Jan Canadian new motor vehicle sales expected +5.5%, Dec +4.8%.

Mar Empire manufacturing index expected +5.4 to -6.3, Feb -20.7 to -11.7.
Q4 current account balance expected -$184.4 bin, Q3 -$178.5 bin.
Jan total net TIC flows expected +$85.0 bin, Dec +$60.4 bin.

Feb industrial production expected -0.1%, Jan +0.1%. Feb capacity utilization expected -0.2 to 81.3%, Jan
unchanged at 81.5%.

Mar NAHB housing market index expected unchanged at 20, Feb +1 to 20.

Weekly 3-mo and 6-mo T-Bill auctions.

Q4 Euro-Zone employment, Q3 +0.3% q/q and +1.9% y/y.
ECB Council members Axel Weber and Christian Noyer speak at the European Union Chamber of Commerce in

Tuesday, March 18
us 0745 ET

y/y.

0830 ET

0830 ET

1.023 min, Jan -1.8% to 1.061 min.

0855 ET
0900 ET
1300 ET
1415 ET
1700 ET
JPN 0130 ET
1950 ET
GER 0400 ET
UK 0530 ET

+1.4% y/y, Jan +1.3% yly.

0530 ET

payments expected +3.7% y/y, Jan +3.4% y/y.

CAN 0700 ET
0700 ET

ICSC (International Council of Shopping Centers) weekly retailer sales, previous +0.3% w/w and +1.6% weekly

Feb PPI expected +0.4% m/m and +6.8% y/y, Jan +1.0% m/m and +7.4% y/y. Feb PPl ex food and energy
expected +0.2% m/m and +2.1% y/y, Jan +0.4% m/m and +2.3% y/y.
Feb housing starts expected -1.7% to 995,000, Jan +0.8% to 1.012 min. Feb building permits expected -3.9% to

Redbook weekly retailer sales, previous +1.6% month-to-date m/m and +1.0% month-to-date y/y.
FOMC meeting begins.

Weekly 4-week T-Bill auction.

FOMC interest rate decision (expected =75 bp to 2.25%).

ABC U.S. weekly consumer confidence, previous +4 to -30.

Feb Japan nationwide department store sales y/y, Jan —2.1% y/y.
Jan Japan all-industry activity index expected +0.1%, Dec -0.2%.
Germany's RWI Institute presents new economic growth forecast.
Feb UK CPI expected +0.8% m/m and +2.5% y/y, Jan =0.7% m/m and +2.2% y/y. Feb core CPI expected

Feb UK RPI expected +0.8% m/m and +4.2% y/y, Jan -0.5% m/m and +4.1% y/y. Feb RPI ex mortgage interest

Feb Canadian CPI expected +0.3% m/m and +1.8% y/y, Jan =0.2% m/m and +2.2% y/y.
Feb Bank of Canada core CPI expected +0.3% m/m and +1.2% y/y, Jan +0.1% m/m and +1.4% y/y.
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Country Time

Event

Wednesday, March 19

us 0700 ET
GER 0400 ET
UK 0530 ET
0530 ET
0530 ET
EUR 0600 ET
0600 ET
CAN 0830 ET

Thursday, March 20

Weekly MBA mortgage applications, previous —1.9% with purchase sub-index +1.6% sad refi sub-index —4.7%...
Germany's IWH Institute presents new economic growth forecast.

Minutes from previous Bank of England monetary policy meeting.

Feb UK jobless claims change expected —5,000, Jan —10,800. Jan 3-mo unemployment rate expected unchanged
at 5.2%. Jan avg earnings including bonus expected +3.8% 3-mo y/y, Dec +3.8% 3-mo y/y. Jan avg earnings ex
bonus expected +3.8% 3-mo y/y, Dec +3.7% 3-mo y/y.

Feb UK claimant count rate expected unchanged at 2.5%.

Jan Euro-Zone trade balance expected -7.0 bln euros, Dec —4.2 bln euros.

Jan Euro-Zone construction output, Dec -0.6% m/m and -3.3% y/y.

Jan Canadian wholesale sales expected +0.8%, Dec —2.9%.

us 0830 ET

1000 ET
1000 ET
1300 ET
GER 0300 ET
0430 ET
0430 ET
FRA 0400 ET
0400 ET
EUR 0500 ET
0500 ET
UK 0530 ET
0530 ET
1000 ET
0830 ET

Weekly unemployment claims expected +4,000 to 357,000, previous unchanged at 353,000. Weekly continuing
claims, previous +7,000 to 2.835 min.

Mar Philadelphia Fed manufacturing index expected +6.0 to -18.0, Feb —3.1 to —24.0.

Feb leading indicators expected —0.3%, Jan —-0.1%.

Early closes for all interest rate and currency markets.

Feb German producer prices expected +0.3% m/m and +3.4% y/y, Jan +0.8% m/m and +3.3% y/y.
Mar German PMI manufacturing expected —0.3 to 54.0, Feb 0.1 to 54.3.

Mar German PMI services expected -0.3 to 51.9, Feb +3.0 to 52.2.

Mar French PMI manufacturing expected —0.4 to 53.4, Feb -0.1 to 53.8.

Mar French PMI services expected —0.5 to 57.7, Feb +1.6 to 58.2.

Mar Euro-Zone PMI manufacturing expected 0.3 to 52.0, Feb 0.5 to 52.3.

Mar Euro-Zone PMI services expected unchanged at 52.3, Feb +1.7 to 52.3.

Feb UK retail sales expected -0.2% m/m and +3.6% y/y, Jan +0.8% m/m and +5.6% y/y.

Feb UK M4 money supply expected +0.9% m/m and +12.9% y/y, Jan +1.4% m/m and +13.1% y/y.
Bank of England Deputy Governor Gieve speaks in Newmarket, England.

Feb Canadian leading indicators expected +0.1%, Jan +0.2%.

Friday, March 21

us n/a
UK n/a
GER n/a
CAN n/a
FRA 0345 ET

Markets closed for Good Friday Holiday.
Markets closed for Good Friday Holiday.
Markets closed for Good Friday Holiday.
Markets closed for Good Friday Holiday.
Feb French consumer spending expected +0.5% m/m and +2.9% y/y, Jan =1.2% m/m and +2.2% y/y.
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Eurex Futures Market Closes

Symbol Last Change Open High Low Volume (daily) Open Interest
FGBL M08 117.83 +0.12 117.74 118.20 117.25 1,576,681 1,165,856
FGBL U08 117.97 +0.17 118.04 118.30 117.97 529 49

FGBL Z08 117.52 +0.12 0.00 117.52 117.52 0 0

Daily Volume and Open Interest 1,577,210 1,165,905

Euro-Bobl Futures (FGBM)

FGBM MO8 111.715 +0.085 111.660 112.010 111.145 992 174 1,165,574
FGBM U08 111.975 +0.085 0.000 111.975 111.975 0 0
FGBM Z08 111.405 +0.085 0.000 111.405 111.405 0 0
Daily Volume and Open Interest 992,174 1,165,574

Euro-Schatz Futures (FGBS)

FGBS M08 105.170 +0.095 105.060 105.380 104.835 1,261,636 2,232,807
FGBS U08 105.300 +0.025 0.000 105.300 105.300 180 0
FGBS Z08 105.305 +0.095 0.000 105.305 105.305 0 0
Daily Volume and Open Interest 1,261,816 2,232,807

Euro-BuxI® Futures (FGBX)

FGBX M08 92.60 unch 92.34 93.26 92.06 4,187 48,156
FGBX UO8 93.00 unch 0.00 93.00 93.00 0 0
FGBX Z08 93.12 unch 0.00 93.12 93.12 0 0
Daily Volume and Open Interest 4,187 48,156

Dow Jones EURO STOXX 50®Index Futures (FESX)

FESX HO8 3,574.0 -33.0 3,601.0 3,667.0 3,503.0 2,950,992 2,374,806
FESX M08 3,496.0 -35.0 3,511.0 3,588.0 3,423.0 466,216 380,168
FESX UO8 3,518.0 -34.0 3,546.0 3,611.0 3,446.0 29,809 30,553
Daily Volume and Open Interest 3,447,017 2,785,527

Dow Jones STOXX 50® Index Futures (FSTX)

FSTX HO8 3,022.0 -38.0 3,050.0 3,106.0 2,966.0 6,138 62,458
FSTX M08 2,985.0 -37.0 3,017.0 3,035.0 2,971.0 970 2,633
FSTX U08 3,017.0 -38.0 0.0 3,017.0 3,017.0 0 0
Daily Volume and Open Interest 7,108 65,091

Dow Jones STOXX® 600 Banks Futures (FSTB)

FSTB HO8 319.0 -4.1 320.8 331.0 315.9 2,641 29,085
FSTB MO8 310.2 -3.8 314.1 322.0 307.1 629 8,439
FSTB UO8 310.7 -4.1 0.0 310.7 310.7 0 0
Daily Volume and Open Interest 3,270 37,525

Dow Jones STOXX® 600 Index Futures (F600)
F600 HO8 3,041.0 -31.0 3,020.0 3,075.0 3,020.0 788 5,199

F600 M08 3,004.0 -31.0 2,975.0 3,004.0 2,975.0 270 223
F600 UO8 3,036.0 -31.0 0.0 3,036.0 3,036.0 0 0
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About Eurex

As a leading derivatives exchange, one of
Eurex's key strengths is open, low-cost elec-
tronic access to a global exchange network.
We provide access to a broad range of global
benchmark products, including some of the
most liquid products worldwide, like Euro-
Bund Futures and Dow Jones EURO STOXX®

Futures. Every day, participants in our global

network trade more than 7.5 million contracts,
from around 700 different locations. The
exchange's electronic trading platform pro-
vides access to a broad range of interest rate,
equity index, exchange-traded fund (ETF) and
equity products.

Alongside our fully-computerized trading
platform, we also operate an automated and
integrated clearing house. Eurex Clearing AG

guarantees the performance of all trades

entered into at the Eurex exchanges. The same
guarantee is extended to cover Eurex Bonds,
Eurex Repo and all cash securities listed at the
Frankfurt Stock Exchange (Xetra® and floor)
or at the Irish Stock Exchange (ISE). This struc-
ture lets you benefit from a high-quality, cost-
efficient value creation chain, covering trading,
clearing and settlement through a uniform sys-
tems platform. For more information, please

refer to our website www.eurexchange.com.

&crb

commodity research bureau

About CRB/Barchart

Since 1934, Commodity Research Bureau
(CRB) has been the world’s leading commodi-
ties and futures research, data, and analysis

newsletters and analysis of the markets, CRB is
also the industry leader for its comprehensive
database of the world's entire commodity mar-
kets' price history.

CRB is a division of Barchart.com, Inc. which is

foreign exchange financial market data. As an
established leader in an industry that demands
accuracy and innovation, Barchart's goal is to
form partnerships that deliver comprehensive
solutions for success. For more information,

please visit www.crbtrader.com or Barchart's

firm. Widely known for its printed charts, a full-service provider of futures, equity and website at www.barchart.com.
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