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GLOBE AT A GLANCE — Andrew Wroblewski, London / Pierre Ellis, New York

Equities: Mostly higher. Japanese equity markets higher than the € 489.2 bin in the previous such
were mixed, with the Nikkei index largely flat bine provision made in December with the amount of
broader Topix index closing moderately lower. Other  participating banks also higher (800 vs 523).

major Asian markets were mostly higher however, ) . .

save for China. European bourses rose through most Eurozone: Inflation slips. Seeing a 0.1 percentage

of early morning trade, but gave up some of thegai point downward revision from the flat numbers, fina
as midday approached and as the ECB carried out the January data saw HICP inflation drop from to 2.6%,
second round of its LTRO earlier today. five-month low

Bonds: Europe mostly higher, Japan mixedJGB United Kingdom: Better monetary messagesBoE
prices were higher across nearly all maturiegshwi ~ humbers on underlying monetary dynamics showed

the yield curve steepening slightly on the medium- Mmore reassuring messages in January data.
term end. European bond prices saw continued
divergences, however, with France, Spanish and
ltalian markets higher, but German, Greek and
particularly Portuguese markets lower.

Sweden: Economy shrinks. Preliminary national
accounts data for Q4 came in below already-muted
expectations, as Q4 GDP fell 1.1% Q/Q

Currencies: Weaker euro. The dollar see-sawed  [ndia: Growth slows further. Coming in below

i i i tations this time around, GDP growth fell & O
against the yen through both the Asian and morning &XP€C . :
European sessions, moving little changed around ¥/$ Percentage point to 6.1% Y/Y in Q4.

80.52. Against the euro, the US currency moved  goyth Korea: Mixed messages in outpuSurprising
mostly sideways through Asian hours, but rose & th 14 the ypside, January industrial production roge b
morning European session, trading slightly higleer t 3 304 \M/M in seasonally adjusted terms.

near $/€ 1.344.
) . Lo - Australia: Correction in construction. Surprising
ECB: Larger and wider liquidity provision. The clearly to the downsidedata for Q4 showed

ECB allotted a somewhat higher than-expected € ; ;
529.5 bIn in its second 3-year LTRO. The amount was ?ﬁﬁlﬁg%{ylzﬁ%ﬁl&gé construction sector work: done

U.S. ECONOMIC AND CREDIT MARKET OUTLOOK - Pierre Ellis, New York

Treasuries gave back some ground Tuesday, with then-year yield rising two basis points while the tw-year
yield held about steady. Prices were roughly flat overnight, then strengéteslightly in the morning, only to fall
back over the remainder of the day. A weak Jandargble goods report added to ongoing Europeacecos in
supporting the early market strength, while techirfactors, and caution in front of Chairman Benftels testimony
today, pulled in the other direction.

Durable goods ordersfell a more-than-expected 4.0% (Consensus: -1.0&gjsibn Economics: -1.5%) from a
marginally upward-revised December level. The dectlid, as expected, incorporate a drop in comaleagicraft
orders (-14.3%), but extended far beyond that—argdlg discouraging set of results, but with theni#icance
contained, for the moment, by uncertainty about-afryear seasonal adjustment, and by allowancéhtonormal
gross volatility in these numbers.

Excluding defense orders, the durables total 86} and with commercial aircraft stripped out the decline was a
still-severe 3.7% (following on +2.3% last month).

Within the latter total, the important non-defertsgital goods ex-aircraft group dropped 4.5% (aft®@4% in
December), a negative indication on business sentinrand possibly on exports too. Orders for etthaining
categories together fell 3.2%--with considerableadth to the decline, as far as can be determiogd the data
provided today.

Taken at face value the results are quite troublipginting to a sharp contraction in demand, on @adrfront,
despite all the interest rate stimulus being thrawthe economy. The indication is of hesitatianbest, or of a
collapse in willingness to take risk, at worst.
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Of course, there is more and more reason to espewt softening in export demand, which may be restiily itself
in the numbers—but the darker indication would beepous domestic deterioration too, or at leashefslowdown
in inventory building that is widely expected tmit first-quarter GDP growth.

The jury will surely remain out, for at least a fevenths, given the normal gross volatility in thesenbers. But, the
arithmetical calculation of first-quarter GDP ssastit with a limp.

In another uncertain indication, the DecenBase-Shiller house price indeshowed an unexpected acceleration in
its year-on-year decline, from -3.8% (revised fredri7%) in November to -4.0% (Consensus: -3.6%; fiaci
Economics: -3.5%).

But, seasonally adjusted numbers actually showsldveing in month-to-month declines from -0.7% inVdmber
(and in October and September) to -0.5% in Decemhatting, faintly, at stabilization in prices. Ny, 15 out of
20 regional figures showed steady, or improvingntindéo-month changes.

To the degree that the seasonal adjustment canusted, the slowdown in monthly declines is the artamt
indication—suggesting, again faintly, that currenipply and demand are coming more closely intonbala
Obviously, any solid conclusion will require muatdaional corroborating evidence.

Last, but not least, the headline Febru@onference Board Consumer Confidencéndex jumped a more-than-
expected 9.3 points (Consensus: +1.9 points; @ecstonomics: +3.6 points).

The gain sharply more than offset a 3.3-point drofne index suffered last month, in a reboundepattriven by
outsized improvement in the expectations compondimat index jumped 11.3 points, after having faljest 0.3
point in January, while the present conditions congmt rose 6.2 points, after having fallen 7.7 {soin

Essentially, consumer perceptions of the curréntton have stabilized, while optimism about titeagion six
months from now has surged.

There were improvements in all three subcomporwitise expectations index—business conditions, eynpént,
and income--but of those, only income had suffamgdeterioration last month, and the bounce ttgsemonth did
not absolutely recover the ground lost.

The other two components were steady-to-betterntestth, and added on substantially this month. sGorers
evidently look forward to a better economy, anderjobs, but do not see much benefit to their income

In an indication that cannot be negative for theoaging payroll report, even the present-situationpleyment
reading showed some net improvement from Decenén, the jobs-hard-to-get index dropping 4.6 poiints
February, after having risen just 1.7 points irudan

Those lost share points were split between theptdgtiful index (+0.4 point, after -0.4 point lastonth) and the
not-so-plentiful index (+4.2 points, after -1.3 molast month). Obviously, that is not reflectifigl-throated

optimism—ybut perceptions of this nature would cleangly glacially in the current environment, and fact that
changes are happening suggests that the actudimithas been improving for some time.

Confidence-type indicators tend to be pointed-tthésiastically by whatever side of the economidemkt debate
sees its case bolstered by the results, and diesirgssworthless by the other.

Optimists will be the proponents of the numbers thihe—though most FOMC hawks tend to be dubiowsitab
survey-type data, and probably will not make muaote of these. Still, the new readings cannot stooed as bad
news.

DAILY CALENDAR

Scheduled today are revised fourth-quarter GDRdiguat 8:30 EST/13:30 GMT, a speech by DallasHredident
Fisher, at 9:30 EST/14:30 GMT, the February ChicRgechasing Managers Survey, at 9:45 EST/14:45 GMT,
Chairman Bernanke’s first round of “Humphrey HaveKinestimony, at 10:00 EST/15:00 GMT, a speech from
Philadelphia Fed President Plosser, at 13:00 ESI0X8MT, and the FOMC Beige Book, at 14.00 EST/Q9GMT.

Expectations are that ti&DP revision will have minimal effect on the overall growthab{Consensus: unrevised at
+2.8%; Decision Economics: +2.9%). However, therbkely to be a multiplicity of technical revisis to GDP
components, and the implicit forecast, based outidpta received since the first GDP estimatehas they will be
small and largely, if not totally, offsetting.

On that basis, there should be no change in thelbgtory of the report, or any new implicatiors the outlook.
The major potential exception to that might be lie tase of an unexpectedly big revision to the nitorg
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component—with an upward revision probably pust{rigforecasts downward and a downward revision psrha
opening the way to mildly higher forecasts.

The Chicago Purchasing Managers Reportmeanwhile, is seen showing a mild firming in theadline index
(Consensus: +1.3 points, to 61.5; Decision Econainit.1 points). That sort of result would sustgitimism that
manufacturing activity continues to expand, butnpdd no significant acceleration. It would alseow an
uncharacteristic lack of volatility for this report

Suggestions that whatever motion occurs in thedgjisurvey reflects a national-level trend wouldtoenger if the
driving force in the report is the one major patdhyt national-level component—new orders.

Among the Fed speakers, Chairntgernanke will obviously be the main focus of interest. Bigpears before the
House Financial Services Committee, which includéts majority-party membership some of the Rejmalnls most
dubious of the Fed'’s social value—including RonlPhough whether he will attend is uncertain.

There is very unlikely to be any new economic-aklgontent in the Chairman’s formal testimony, gitikee earlier
release of the FOMC central-tendency forecasts, lesmabwn post-meeting press conference. In ang, dass
unlikely that data received since the FOMC met dfemnged any participant’s view of the medium-temtionk.
Bernanke himself delivered testimony to the Sergdget Committee following the very important Jagua
employment report—and gave no hint that it hadcédfib his outlook.

Obviously, the questioning will be the main evesddy, and, apart from the usual smattering of Tstyring by

Financial Services Committee members, there iikbkhood of some fairly probing queries. Mongtaolicy will

not be the only topic, but interesting questionthat realm might relate to the QE3 possibilityd am the mortgage-

Eec_urities-tc)juying option—both of which policy toale basically anathema to some of the Represagdikely to
e in attendance.

Another hot issue, though a bit less political, mige the Fed’'s potential flexibility in breakint iinterest-rate
“promise.” Bernanke might be more cagey than sofrfés colleagues on that issue, given that doggard near
inviolability of the pledge as being important te éffectiveness

Fisher andPlosserare, of course, some of the most committed hawikke Fed aviary, and both fell out of voting
status at the turn of the year—perhaps leaving theietly frustrated at their inability to proteketrecent turn of
policy any more forcefully than by simply speakiogt in public. Today, Fisher will be talking albdbe U.S.
outlook at a Mexican Stock Exchange gathering,evRlbsser will speak to the Forecasters Club @f&tonomists
in New York City.

Neither will express any new dovish turn, and batight point to the recent mild, but broad, streegthg in
economic data as strengthening the argument aga@wst stimulus—and maybe the argument in favor of
withdrawing some.

The Beige Bookwill be looked to for any regional color that migtiarify, the still somewhat mixed economic
picture painted by the latest data. However, atigievelopments may be too subtle for Beige Bopkits to deliver
much information.

WESTERN EUROPE — Andrew Wroblewski, London

EUROZONE - Inflation slips. Seeing a 0.1 percentage point downward revisiom fthe flat numbers, final
January data saw HICP inflation drop from to 2.@4jve-month low, down from the 2.7% December negdi
Prices fell by 0.8% in M/M terms, largely due amase in airfares and clothing.

The breakdown released for the first time with tifislate showed that the fall in headline inflatieas very much
based around the impact of lower airfares and idgticosts. As a result, core rates were down $fightith
narrowest measure (which excludes energy, foodctmband alcohol) down 0.1 percentage point teerfionth
low of 1.5% Y/Y, while the core measure more fadoby the ECB (where only energy and unprocessetisfaoe
excluded) edged down to 1.9%9%.

The ECB has clearly become less clamed about inflation, no longer pointing to lower wage, cost and price pressures
that characterized itsthinking in late 2011.

ECB: Larger and wider liquidity provision. The ECB allotted a somewhat higher than-expect88%5 bln in is
second 3-year LTRO. The amount was higher thag ##9.2 bln in the previous such provision madedaember
with the amount of participating banks also higl88€0 vs 523).

Expectations for the allotment had risen afresh in the last day or so, mainly as a result of banks being more cautious
than expected in tapping other (but less prolonged) liquidity provisions from the ECB earlier in the week. Even so,
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the higher overall allotment (and greater participation) will be of little surprise to markets, especially as this tender
involved easier collateral rulesto those applicable to the December LTRO.

Nevertheess, while possibly being consistent with evidence of some banks till having funding stresses, the larger
allotment will be seen as supportive for peripheral markets especially in the wake of recent data suggesting that the
December injection may have been the force behind a clear step-up in the purchase of government debt by banks in
these markets. NB: at thisjuncture, the ECB is planning no further such 3-year LTROs.

GERMANY - Strength in labor market less evident.Showing an unexpected failure to fall further, uptayment
was unchanged in February, following the 26 00@eskeen in the previous month. As a result, thel le¥
jobles?jness (at 2.86 miIn) remained at a 20-yegnitile the adjusted unemployment rate was stetdy apwardly
revised 6.8%.

Notably, there was also a sharp fall back in vaesn&ven so, (December) employment continueddw,gwith the
Y/Y growth edging up to 1.4%.

Import prices rise even fasterImport prices jumped 1.3% in M/M terms in Januanypther and broadly-based rise
that was much stronger than the rises seen imtherevious months, as well as being higher thaeeted. Even so,
the overall Y/Y rate eased 0.2 percentage poiBti® last month. The M/M increase was led by fuels.

FRANCE - Household spending slips further.Surprising to the downside once again, househméthding on
goods in January fell 0.4% in M/M terms, addinghte 0.2% drop seen in the previous month (revismd £0.7%).
The latest drop was fairly broad-based by led falldack in vehicle sales. Regardless, Y/Y houlkebonsumption
growth was slightly less negative at -2.2%.

SPAIN - Inflation down again. Coming in lower than expected, flash data showed&thonized CPI inflation at
1.9% Y/Y in February, 0.1 percentage point downttom previous month. However, headline CPI inflatiesas
steady at 2.0%.

OTHER WESTERN EUROPE

UNITED KINGDOM — Mortgage approvals rise yet again. According to BoE-computed data, the number of
mortgage approvals rose even further in Januati, the 58 728 reading not only above the recentagee but also
the highest in 25 months. Moreover, the value efal approvals also rose, recovering to £ 13.2ahth with actual
net mortgage lending rising to a 13-month high 6f£bin.

Meanwhile, and of some note, average mortgage vaes down slightly at 3.34%, a fresh cycle-lowh&vise,
consumer credit remained weak, edging up 0.1% MiMeit with the record 0.4% previously estimated fo
December revised away.

Better monetary messagesBoE numbers on underlying monetary dynamics shawertk reassuring messages in
January data. These aggregates, which excludenedéate other financial companies, are the onaghbaBoE has
been using to help assess the health of bank padid monetary conditions generally. They showethiked M/M
rebound of 1.9%, more than repairing the recordofad.7% in underlying broad money supply seeDatember,
the result of which pulled the three-month annealizate (possibly more closely watched by the BivEngthe
volatility in the numbers) back to a three-montihhof 4.28%.

On an equally more upbeat note, the underlyingimgndumbers rose further, actually showing a rise.%% M/M,
the third positive reading in four months and efotagmake the three-month annualized rate mordiyméat 4.2%).

The dtill very soft lending data will cause no celebrations within the BoE, especially as the rebound in underlying
broad money supply seemingly mainly sprang from a reversal of an unusual drop in deposits held by securities
dealersthat occurred in December.

Otherwise, the data show resilience in the housing market, but policy makers will take little solace from this, aware
that should the labor market deteriorate further, then distress selling could very well emerge to undermine house
prices that are still far from being on the cheap side. Even so, the balance of (domestic) data continues to suggest
that the MPC isfar from assured to increase its asset purchases when the current programendsin May.

Consumer confidence steadyThe GfK consumer confidence gauge in February remaine@Qatthereby still up
from a 35-month low in December. The breakdown &tbmo major swings across components save foiaa felé
back in the willingness to spend.

SWEDEN - Economy shrinks. Preliminary national accounts data for Q4 came @how already-muted
expectations, including those of the Riksbank. éatj€)4 GDP fell 1.1% Q/Q, a contrast to the dowrlyarevised
0.9% Q3 outcome, also ending a run of eight suneegmins in quarterly activity. The fresh drop was from
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broad-based, however, showing weakness very mutheoexternal side, a contrast to the Q3 numbergaRlless,
Y/Y GDP growth was much lower at 1.2%.

It is unclear what impact these weaker than expected GDP data will have on Riksbank thinking which was only too
aware of the weakness in exportsin late-2011. The policy reaction is complicated by the fact that activity levels are
till high, as (despite the downward revision to previous quarter growth), the actual level of GDP was revised higher.
In addition, the GDP data are not only prone to marked revisions but subject to clear volatility.

More notably, data so far this year have perked up, not only in terms of continued signs of firmness in domestic
demand but also on the business side, not only in terms of survey data. The next of these keenly-watched surveys
arrives on Thursday with the PMI numbers. The index last time jumped clearly showing the first above-50 reading
since mid-2011, this jump then having been echoed by more upbeat National Institute figures. Regardless, official
data have also taken a turn for the better with industrial orders leaping at the end of last year due to a surge in
exports, with that better external signal echoed in the latest set of visible trade data where export growth returned to
the positive (and clearly so).

Even so, the softer export backdrop in the GDP numbers will reinforce the caution that lay behind the last rate cut
announced on February 16. However, despite the Q4 GDP numbers, the balance of data surely corroborates the
stable policy outlook that the Riksbank signaled when it made that cut.

Rates cut discussion clearerThe minutes to the February 15 Riksbank Boardingesaw the as-expected 25 bp in
the repo rate justified by the fact that that itiflaary pressures in the Swedish economy are lvat,the economic
outlook in Sweden has weakened as a result of g@wents abroad and that, in order to stabilizatioth around 2%
and resource utilization in the economy around rnablevel, a further cut was needed. The minutgechthat
growth prospects have deteriorated in large péttsed=urozone, whose sluggish growth has subcheedemand for
Swedish exports, which slowed down significantlyate 2011. The weaker economic outlook has leddimlds to
begin saving more and to postpone their consumptibile the companies are postponing their investm@DP
growth will therefore be low in the period immedigtahead.

Overall, it was agreed that Sweden will now entpe@od of much lower growth than has been expesein recent
years, before growth increases again, meaningrfiationary pressures are low. There is no disagent about
these directions. On the other hand, there areritiff opinions on what constitutes a well-balanteshetary policy
and how strong monetary policy stimulation shoulel fo best stabilize inflation and resource utilat
Unsurprisingly, therefore, Deputy Governors Ekhalnd Svensson entered a reservation against theaeto cut
the repo rate to 1.50 and against the repo-rakeip#te Monetary Policy Report.

NORWAY — Credit growth rises further. Private sector credit growth in January was 6.9% ¥ip 0.2 percentage
point on the December reading. Within this, houkklcedit was down a notch at 7.2% Y/Y, while narahcial
company credit growth increased 0.4 percentagd fmh8%.

SWITZERLAND - Business confidence less wealAccording to KOF, the February business leadirdjcitor
rose 0.03 point to -0.12, a rise that ended a funine straight declines which saw the Januaryingghit the lowest
in just over two years.

JAPAN — Andrew Wroblewski, London

Industrial production recovers clearly. Surprising to the upside once again, preliminatador January showed
industrial production rising 2.0% M/M, half the jpnseen in December. However, the data seeminglinces
volatility in the series, albeit with a firmer upitd potentially emerging given METI's latest suredyfirms pointing
to a further bounce of 1.7% projected for Februarye followed by a same-sized rise in March. Elssre, the data
also showed a drop back in shipments in Januargee-01/M vs 4.6%), while inventories jumped 3.1%.

Housing data less weakiHousing starts fell for the fifth successive momtllanuary, at least in Y/Y terms, but with
the growth rate turning less negative (at -1.1%).

Manufacturing growing modestly. The February manufacturing PMI edged down 0.2 @oiB0.5, albeit only from
the five-month high seen in January.

ASIA — Chang Liu, London

INDIA — Growth slows further. Coming in below expectations this time around, Gjo&vth fell by 0.8 percentage
point to 6.1% Y/Y in Q4, a fourth successive slayvfallowing a same sized fall in the pervious gelegnd now the
joint-weakest gain since 2004.

The output side breakdown showed the latest madertt be the result of a further slowing in agltiotal sector

growth (2.7% Y/Y from 3.2% in Q3), while the secangsector showed more mixed messages, with aatetérn

in manufacturing (0.4% from 2.7%), utilities (9.G86ém 9.8) and mining (-3.1% from -2.9%) outweighiagick up
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in construction (7.2% from 4.3%). The services @eegheanwhile, also saw mixed tones, with slowingwgh in
trade/hotels/transport (9.2% from 9.8%) being @stéd by improvements in community & social sewi€&9%
from 6.6%).

SOUTH KOREA — Mixed messages in outputSurprising to the upside, January industrial prédacose by 3.3%
M/M in seasonally adjusted terms, more than unwigdhe 0.7% fall in December and ending a run oéeth
consecutive declines. On a Y/Y basis, however,udgl by 2.0% following a 2.8% gain in the prexgmonth, the
first drop since June 2009. Elsewhere, growth iiprsbnts also fell in January by 2.4% Y/Y, almostahy
offsetting a same-sized drop in the preceding month

However, and on a further downbeat note, serviee®isoutput growth slowed by 0.7 percentage foift9% Y/Y
in January, accentuating the 1.4 percentage paptken in the preceding month and now the weakisbme in
the cycle. This was a reflection of deterioratiariladgings, finance and real estate, outweighingravements in
technology & science, business and education.

Leading index rises.The January leading index rose by 0.7% M/M to 138.finth-straight non-negative reading
and now boosting the index to a fresh cycle-higte €oincident index, meanwhile, rose by 0.3% irudan also
being a ninth consecutive non-negative outcome.

TAIWAN — Leading index rises. The January leading index rose 1.0% M/M to 1304ixth straight increase and
now a fresh cycle-high. The coincident index, meaitaypicked up by 0.2% to 128.8, a second suosesgiin to a
four-month high.

THAILAND - Less weak domestic demand, confidence ®unds slightly. The private consumption index rose
by 0.4% in seasonally adjusted M/M terms in Januargecond consecutive increase following the 48 in the
previous month and now a new cycle high. On a Ya¥i4) growth also slowed, but to 2.6% after a 3piék up in
December. The private investment index, howevamnbed back clearly to rise by 8.0% M/M, albeitl stitable to
fully unwind the drops seen in the previous monitduding the 2.9% fall in December, and with ¥ rate also
turning less negative to -0.4% from -3.9%.

Elsewhere, the Bank of Thailand Business Sentirimetex actually rose by 2.3 points to 50.8 in Japuarfive-
month high and now the second-strongest outconee sive flooding began last year. The breakdown save
latest deterioration to be a reflection of improees across all components, led by a 7.4 point jumiptal order
book.

Notably, figuresin recent months will have been distorted by the flooding in the nation (the worst in over 70 years),
and subsequent stimulus measures taken by the Government and the Bank of Thailand.

SOUTH AFRICA — Chang Liu, London

Lending growth rebounds. Total domestic credit growth fell by 1.75 perceetaoints to 6.47% Y/Y in January, the
fastest pace in more than two-and-a-half yearsstbddoy both the private and public sectors asrisector credit
growth saw less marked gain to 7.33% from 6.14%eanember. Meanwhile, the two broader measures oo
supply M3 (the broadest measure) and M2 saw agfuslbwing in growth to 6.58% Y/Y and 6.61% fror@ Bx% and
7.17% respectively, while M1 growth picked up to11®%6 from 9.75%.

OCEANIA — Chang Liu, London

AUSTRALIA — Correction in construction. Surprising clearly to the downsideata for Q4 showed seasonally
adjusted construction sector work done falling B84 Q/Q, the first fall since Q3 2010 but still uinding little of
the 11.7% jump seen in the previous month. Thatlatgcome reflected falls for both building (-4.68m 0.8) and
engineering (-5.0% from 20.9%) works. Also notaltlee latest correction was largely the result afharked
deterioration for the private sector (-5.6% from228), while public sector construction actually sawslightly less
steep drop of -1.0% compared to -5.9% in Q3.

Credit growth slows slightly. Undershooting expectations, January private seogalit rose by 0.2% M/M, slowing
slightly from the 0.3% gains seen in the previaus inonths and now the joint-slowest pace in thdecykhis was a
reflection of the first fall in business credit .29 from 0.3%) since June 2011, outweighing impnusets for
housing (0.5% from 0.4%). In Y/Y terms, meanwhileerall credit growth was stable at 3.5% from Deloem

Elsewhere, M3 money supply growth rose by 0.8% NiNManuary, building on the 1.2% jump seen in tieeqding
month. The Y/Y rate, meanwhile, was stable at 8.0%.

Improvement in retail sales.Coming in largely in line with expectations, Jaryseasonally adjusted nominal retail
sales rose by 0.3% M/M, ending a run of two sugeesson-positive outcomes and now a four-month higjire
breakdown showed the latest result to be a refleatf improvements in cafes & restaurants (4.3%nfrt.9%) and
food (0.0% from -0.5%), outweighing fairly broadskbd deterioration elsewhere.
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Steeper fall in home salesAccording to the Housing Industry Association, leosales fell in January, with the 7.3%
M/M slump accentuating the 4.9% drop seen in Deeemb

NEW ZEALAND - Credit growth rises. January total domestic credit growth jumped 1.&¢@age points to
3.2% Y/Y, a new cycle-high. Residents only creditvgh, meanwhile, saw a slightly less marked ineeda January
to 3.6% from 2.6%. Private sector credit growthanwhile, improved to 2.1% from 1.6% in the precgdimonth,
while the residents-only measure picked up to Zrs¥h 2.1%.

Elsewhere, M3 money supply growth fell to 5.4% YiYJanuary from 6.0%, a four-month low.

Clear rebound in business confidenceThe National Bank of New Zealand’'s measure of iass confidence
jumped to 28.0 in January from 16.9 in Decemben adive-month high. The breakdown showed the fatssult to
be a reflection of fairly broad based improvememt®ss components, led by activity outlook and ttoason, and
outweighing falls in investment.

Building approvals rise further. Total building approvals for January rose by 8.3%/Mo 1 326, a five-month
high and building on the 2.6% gain seen in theiptesvmonth. The latest increase appears to havetbeaesult of
improvements in both house and apartment approwvétsthe ex-apartments figure showing a marked g&i3.7%
after a 0.2% fall in December.



