MARKET QUALITY INDICATORS — MARCH QUARTER 2008

SFE Equity and Interest Rate Futures

Alex Frino and Mitesh Mistry

EXECUTIVE SUMMARY

The purpose of this booklet is to provide up-to-date quarterly statistics that enable global institutions to
evaluate trading opportunities in the five most actively traded contracts on the Sydney Futures Exchange:
SFE SPI 200°® Index Futures, 30 Day Interbank Cash Rate Futures, 90 Day Bank Accepted Bills Futures, 3 Year
Commonwealth Treasury Bond Futures and 10 Year Commonwealth Treasury Bond Futures. These statistics provide
measures of (i) transaction costs, (i) how closely the contracts follow underlying instruments (tracking errors),
(iii) price volatility and (iv) trading activity. The key findings for the March quarter 2008 are as follows:

] Marketldepthlatlthelbestiquoteslinialllfvelcontractsiprovidelanleffcientiwayltolgainiexposureltol
Australian equity and debt markets. The market provides sufficient liquidity to accommodate trades
much larger than the average trade size. The average bid-ask spreads range from AUD13.35 or 0.04
one-hundredths of one percent of contract value for the second nearest expiry month 30 Day Interbank
Cash Rate Futures to AUD49.58 or 4 one-hundredths of one percent of contract value for nearest expiry
month SFE SPI 200® Index Futures. The cost of trading all five contracts is low.

] Lowlandistableltrackinglerrorsiagainstiunderlyinglinstrumentsidemonstratelthat’thelSFEIcontractsiprovidel
an efficient way to gain exposure to Australian equity and debt markets.

<1 PricelvolatilitylincreasedlinlalllfvelcontractsirelativeltolthelsamelquarterlofithelpreviouslyearT hel
continuing uncertainty present in both debt and equity markets are indicative of these increases in price
volatility during the March 2008 quarter. The average daily price ranges represent AUD4,382 of contract
value or 44 percent of the initial margin for nearest expiry month SFE SPI 200® Index Futures and
AUD190.0 of contract value or 25 percent of the initial margin for nearest expiry month 90 Day Bank
Accepted Bills Futures. These daily price ranges suggest that there are profitable opportunities for traders
with a short-term (intraday) trading horizon.

<] ThelnumberlofitradesiandivolumeltransactedlduringldaylsessionslincreasedlinIfourloutlofithelfvel
contracts examined (SFE SPI 200® Index Futures, 30 Day Interbank Cash Rate Futures, 90 Day Bank
Accepted Bills Futures and 3'Year Commonwealth Treasury Bond Futures) relative to the same quarter of the
previous year.

In summary, the SFE contracts provide potentially profitable opportunities for global institutions such as
hedge funds and commaodity trading advisors seeking to enhance their performance, which can be exploited
at low cost.
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SFE SPI 200®° INDEX FUTURES

1. Transaction Cost Indicators
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The average market depth at the best bid and best ask in the nearest expiry month contract decreased in the
March quarter 2008, compared to the same quarter of the previous year. There were an average of 12 lots
available at the bid and 8 lots available at the offer during the March quarter 2008. This level of liquidity is more
than sufficient to accommodate the average trade size during day sessions (2 lots). The average bid-ask spread
widened slightly to 2.0 index points in the March quarter 2008, representing AUD49.58 or 4 one-hundredths
of one percent of contract value. The cost of trading SFE SPI 200® Index Futures continues to be low.

2. Tracking Error

Dec Q Mar Q Jun Q Sep Q Dec Q Mar Q Jan Feb Mar
2006 2007 2007 2007 2007 2008 2008 2008 2008

Mean of
| RAP - Rcash |
Weekly (%) 0.13 0.13 0.16 0.21 0.16 0.26 0.20 0.22 0.40
Daily (%) 0.07 0.07 0.07 0.11 0.12 0.13 0.11 0.13 0.17
Standard
deviation of
(RAP B Rcash)
Weekly (%) 0.15 0.19 0.15 0.25 0.14 0.34 0.20 0.28 0.57
Daily (%) 0.09 0.10 0.10 0.15 0.14 0.17 0.14 0.17 0.21

The weekly average absolute tracking error of returns on the nearest expiry month contract against the S&P/
ASX 200 accumulation index ranged from 13 to 26 one-hundredths of one percent over the six quarters

to March 2008. Alternatively, the week-to-week variability (standard deviation) of the difference in returns
between the nearest expiry month contract and the S&P/ASX 200 accumulation index ranged from 14 to 34
one-hundredths of one percent. These low and stable tracking errors demonstrate that SFE SPI 200® Index
Futures provide an efficient way for investors to obtain Australian equities market index exposure synthetically.



MARKET QUALITY INDICATORS — MARCH QUARTER 2008 PAGE 3

SFE SPI 200® INDEX FUTURES (continued)

3. Volatility
Dec Q Mar Q Jun Q Sep Q Dec Q Mar Q Jan Feb Mar
2006 2007 2007 2007 2007 2008 2008 2008 2008
Standard
deviation of
return
Weekly (%) 0.88 1.74 1.35 3.86 1.75 3.21 3.46 1.70 5.60
Daily (%) 0.72 0.97 0.79 1.46 1.07 1.93 2.35 1.59 1.78
Average range
(Index points)
Monthly 269 370 298 518 509 802 1239 642 525
Weekly 123 174 163 302 226 353 424 369 262
Daily 60 75 82 122 117 175 200 171 151

Price volatility on the nearest expiry month contract increased in the March quarter 2008 relative to the
same quarter of the previous year. The average daily price range of 175 index points for the March quarter
2008 represents AUD4,382 of contract value or 44 percent of the initial margin effective from 24 January
2008 The high standard deviation of returns in March 2008 resulted from global economic conditions.
Global uncertainty, record high oil prices as well as the credit crisis has had a rippling effect on the Australian
equity market. This higher daily price range suggests that there were improved profit-making opportunities
for traders with a short-term (intraday) trading horizon.

4. Trading Activity
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The number of trades and volume transacted during day sessions in the nearest expiry month contract
increased substantially in the March quarter 2008 relative to the same quarter of the previous year. The
average trade size during day sessions decreased from 3 lots in the March quarter 2007 to 2 lots in the March
quarter 2008. The higher trading frequency seen in SFE SP1 200® Index Futures reflects that counterparties
are promptly found and effectively reduces the component of execution cost that occurs due to delays in
trade execution

1 ASX recently increased the Price Scan Range (per lot) on the SFE SP1 200® Index Futures from $8,000 to $10,000. This price increase in the
initial margin resulted from the current volatile conditions in debt and equity markets
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30 DAY INTERBANK CASH RATE FUTURES

1. Transaction Cost Indicators
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The average market depth at the best quotes in the second nearest expiry month contract was substantially
lower in the March quarter 2008 than in the same quarter of the previous year. There were an average of
994 lots available at the bid and 895 lots available at the offer during the March quarter 2008. This level of
liquidity is sufficient to accommodate trades much larger than the average size during day sessions (156 lots).
The average bid-ask spread was close to the minimum tick (0.5 basis points) in the March quarter 2008,

representing AUD13.35 or 0.04 one-hundredths of one percent of contract value.

2. Tracking Error

Dec Q Mar Q Jun Q Sep Q Dec Q Mar Q Jan Feb Mar
2006 2007 2007 2007 2007 2008 2008 2008 2008

Mean of
| RIB B Rcash |
Weekly (%) 0.0030 0.0023 0.0028 0.0028 0.0037 0.0037 0.0034 0.0066 0.0003
Daily (%) 0.0010 0.0008 0.0008 0.0010 0.00112 0.0017 0.0013 0.0021 0.0018
Standard
deviation of
(RIB - Rcash)
Weekly (%) 0.0068 0.0039 0.0045 0.0059 0.0071 0.0062 0.0041 0.0100 0.0002
Dalily (%) 0.0033 0.0014 0.0018 0.0025 0.0031 0.0044 0.0019 0.0052 0.0055

The weekly average absolute tracking error of returns on the second nearest expiry month contract against
the Interbank Overnight Cash Rate published by the Reserve Bank of Australia (RBA) ranged from 0.23 to
0.37 one-hundredths of one percent over the six quarters to March 2008. Alternatively, the week-to-week
variability (standard deviation) of the difference in returns between the second nearest expiry month contract
and the Interbank Overnight Cash Rate ranged from 0.39 to 0.71 one-hundredths of one percent. These low
and stable tracking errors demonstrate that 30 Day Interbank Cash Rate Futures provide an efficient way for
global institutions to offset changes in funding costs and for acting upon expectations about interest rates at

the short end of the yield curve.
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30 DAY INTERBANK CASH RATE FUTURES (continued)

3. Volatility
Dec Q Mar Q Jun Q Sep Q Dec Q Mar Q Jan Feb Mar
2006 2007 2007 2007 2007 2008 2008 2008 2008
Standard
deviation of
return

Weekly (%) 0.0026  0.0040 0.0049 0.0025 0.0028 0.0039 0.0039 0.0051 0.0002
Daily (%) 0.0007 0.0011 0.0017 0.0011 0.0010 0.0016 0.0018 0.0019 0.0005

Average range
(Yield % per annum)

Monthly 0.053 0.085 0.110 0.085 0.068 0.138 0.135 0.245 0.035
Weekly 0.016 0.035 0.043 0.032 0.032 0.051 0.066 0.067 0.016
Daily 0.005 0.012 0.014 0.011 0.012 0.019 0.026 0.022 0.006

Price volatility on the second nearest expiry month contract remained on par in the March quarter 2008
relative to the same quarter of the previous year. The average monthly price range of 13.8 basis points for

the March quarter 2008 represents AUD341 of contract value or 52 percent of the initial margin effective
from 20 April 2007.The higher price range in the March quarter 2008 suggests that there are profitable
opportunities for traders with a short-term trading horizon, particularly when there is heightened uncertainty
about forthcoming monetary policy action.

4. Trading Activity
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The number of trades and volume transacted during day sessions in the second nearest expiry month contract
increased in the March quarter 2008 relative to the same quarter of the previous year. The average trade size
during day sessions in second nearest expiry month 30 Day Interbank Cash Rate Futures decreased from 209
lots in the March quarter 2007 to 160 lots in the March quarter 2008.
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90 DAY BANK ACCEPTED BILLS FUTURES

1. Transaction Cost Indicators
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The average market depth at the best quotes in the nearest expiry month contract decreased in the March
quarter 2008 relative to the same quarter of the previous year. There were an average of 1,032 lots available at
the bid and 1,167 lots available at the offer during the March quarter 2008. This level of liquidity is sufficient
to accommodate trades much larger than the average size during day sessions (80 lots). The average bid-ask
spread remained at the minimum tick (1 basis point) in the March quarter 2008, representing AUD25.70 or
0.3 one-hundredths of one percent of contract value. The cost of trading 90 Day Bank Accepted Bills Futures
continues to be very low.

2. Tracking Error

Dec Q Mar Q Jun Q Sep Q Dec Q Mar Q Jan Feb Mar
2006 2007 2007 2007 2007 2008 2008 2008 2008

Mean of
| RIR B Rcash |
Weekly (%) 0.005 0.007 0.004 0.010 0.008 0.009 0.010 0.010 0.006
Daily (%) 0.002 0.003 0.002 0.004 0.004 0.004 0.004 0.003 0.006
Standard
deviation of
(RIR - Rcash)
Weekly (%) 0.006 0.011 0.004 0.012 0.013 0.011 0.013 0.012 0.008
Daily (%) 0.003 0.004 0.003 0.005 0.005 0.005 0.005 0.004 0.007

The weekly average absolute tracking error of returns on the nearest expiry month contract against 90 day
bank accepted bills estimated closing yields published by the RBA ranged from 0.4 to 1.0 one-hundredths
of one percent over the six quarters to March 2008. Alternatively, the week-to-week variability (standard
deviation) of the difference in returns between the nearest expiry month contract and 90 day bank accepted
bills yields ranged from 0.4 to 1.3 one-hundredths of one percent. These low and stable tracking errors
demonstrate that 90 Day Bank Accepted Bills Futures provide an effective way to hedge against movements in
short-term interest rates.
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90 DAY BANK ACCEPTED BILLS FUTURES (continued)

3. Volatility
Dec Q Mar Q Jun Q Sep Q Dec Q Mar Q Jan Feb Mar
2006 2007 2007 2007 2007 2008 2008 2008 2008
Standard
deviation
of return
Weekly (%) 0.011 0.018 0.013 0.014 0.015 0.031 0.032 0.028 0.027
Daily (%) 0.004 0.006 0.007 0.006 0.007 0.012 0.011 0.011 0.014

Average range
(Yield % per annum)

Monthly 0.15 0.17 0.19 0.25 0.18 0.44 0.31 0.70 0.30
Weekly 0.05 0.07 0.08 0.11 0.11 0.18 0.19 0.19 0.17
Daily 0.02 0.03 0.03 0.05 0.05 0.08 0.08 0.08 0.09

Price volatility on the nearest expiry month contract increased in the March quarter 2008 relative to the
same quarter of the previous year. The average daily price range of 8 basis points for the March quarter 2008
represents AUD190.0 of contract value or 25 percent of the initial margin effective from 11 October 2005.
This higher daily price range suggests that there were improved profit-making opportunities for traders with
a short-term (intraday) trading horizon.

4. Trading Activity
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The number of trades and volume transacted during day sessions in the nearest expiry month contract
increased substantially in the March quarter 2008 relative the same quarter of the previous year. Both of these
measures of trading activity have followed a similar trend to the price volatility: intensifying in the September
quarter 2007 and again in the March quarter 2008. The average trade size during day sessions in nearest
expiry month 90 Day Bank Accepted Bills Futures decreased from 153 lots in the March quarter 2007 to 77 lots
in the March quarter 2008.
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3YEAR TREASURY BOND FUTURES

1. Transaction Cost Indicators
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Bid-ask spread (Basis points)

The average market depth at the best quotes in the nearest expiry month contract decreased in the March
quarter 2008 relative to the same quarter of the previous year. There were an average of 550 lots available

at the bid and 497 lots available at the offer during the March quarter 2008. This level of liquidity is still
sufficient to accommodate trades much larger than the average size during day sessions (68 lots). The average
bid-ask spread remained at the minimum tick of 0.5 basis points in the March quarter 2008, representing

AUD13.99.The cost of trading 3 Year Commonwealth Treasury Bond Futures continues to be very low.

2. Tracking Error

Dec Q Mar Q Jun Q Sep Q Dec Q Mar Q Jan Feb Mar
2006 2007 2007 2007 2007 2008 2008 2008 2008

Mean of
| RYT B RABZ |
Weekly (%) 0.11 0.12 0.12 0.11 0.12 0.14 0.14 0.14 0.13
Daily (%) 0.03 0.03 0.03 0.03 0.03 0.04 0.04 0.03 0.07
Standard
deviation of
(RVT - RABZ)
Weekly (%) 0.06 0.03 0.02 0.02 0.03 0.06 0.05 0.08 0.06
Dalily (%) 0.03 0.02 0.02 0.02 0.02 0.05 0.03 0.02 0.08

AB2 Second nearest maturity basket bond underlying the 3 Year Treasury Bond Futures contract

The weekly average absolute tracking error of returns on the nearest expiry month contract against the

second nearest maturity basket bond underlying the contract (5.25 percent August 2010 treasury bond from
2 October 2006 to 14 December 2007 and 5.75 percent June 2011 treasury bond from 15 December 2007
to 31 March 2008) ranged from 11 to 14 one-hundredths of one percent over the six quarters to March
2008. Alternatively, the week-to-week variability (standard deviation) of the difference in returns between the
nearest expiry month contract and the second nearest maturity basket bond underlying the contract ranged
from 2 to 6 one-hundredths of one percent. These low and stable tracking errors demonstrate that 3 Year
Commonwealth Treasury Bond Futures provide an efficient way to gain exposure to medium-term Australian

debt markets.
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3YEAR TREASURY BOND FUTURES (continued)

3. Volatility
Dec Q Mar Q Jun Q Sep Q Dec Q Mar Q Jan Feb Mar
2006 2007 2007 2007 2007 2008 2008 2008 2008
Standard
deviation
of return
Weekly (%) 0.23 0.22 0.23 0.21 0.37 0.48 0.38 0.40 0.82
Daily (%) 0.11 0.09 0.10 0.15 0.14 0.22 0.22 0.20 0.24

Average range
(Yield % per annum)

Monthly 0.36 0.29 0.25 0.34 0.47 0.58 0.66 0.50 0.58
Weekly 0.13 0.13 0.12 0.19 0.20 0.29 0.27 0.26 0.33
Daily 0.06 0.06 0.06 0.08 0.09 0.13 0.12 0.11 0.16

Price volatility measured by the standard deviation of daily returns on the nearest expiry month contract
substantially increased in the March quarter 2008 compared to the same quarter of the previous year.

The average daily price range of 13 basis points for the March quarter 2008 represents AUD344 of contract
value or 36 percent of the initial margin effective from 11 October 2005. A daily price range of this order
of magnitude suggests that there are profitable opportunities for traders with a short-term (intraday) trading
horizon.

4. Trading Activity
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The number of trades transacted during day sessions in the nearest expiry month contract remained at similar
levels whilst volume increased in the March quarter 2008 relative to the same quarter of the previous year.
The average trade size during day sessions in nearest expiry month 3 Year Commonwealth Treasury Bond Futures
decreased from 109 lots in March quarter 2007 to 68 lots in March quarter 2008.
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10 YEAR TREASURY BOND FUTURES

1. Transaction Cost Indicators
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Bid-ask spread (Basis points)

The average market depth at the best quotes in the nearest expiry month contract decreased in the March
quarter 2008 relative to the same quarter of the previous year. There were an average of 202 lots available at
the bid and 269 lots available at the offer during the March quarter 2008. This level of liquidity is sufficient
to accommodate trades much larger than the average size during day sessions (28 lots). The average bid-

ask spread remained close to the minimum tick (0.5 basis points) in the March quarter 2008, representing
AUDA40.19 or 4 one-hundredths of one percent of contract value. The cost of trading 10 Year Commonwealth

Treasury Bond Futures continues to be low.

2. Tracking Error

Dec Q Mar Q Jun Q Sep Q Dec Q Mar Q Jan Feb Mar
2006 2007 2007 2007 2007 2008 2008 2008 2008

Mean of
| RXT B RABZ |
Weekly (%) 0.11 0.13 0.13 0.12 0.14 0.15 0.15 0.20 0.10
Daily (%) 0.03 0.03 0.03 0.05 0.05 0.07 0.06 0.06 0.11
Standard
deviation of
(RXT - RABZ)
Weekly (%) 0.04 0.08 0.04 0.05 0.09 0.14 0.16 0.12 0.14
Dalily (%) 0.05 0.04 0.03 0.05 0.06 0.10 0.06 0.06 0.15

AB2 Second nearest maturity basket bond underlying the 10 Year Treasury Bond Futures contract

The weekly average absolute tracking error of returns on the nearest expiry month contract against the

second nearest maturity basket bond underlying the contract (6 percent February 2017 treasury bond from

2 October 2006 to 31 March 2008) ranged from 11 to 15 one-hundredths of one percent over the six

quarters to March 2008. Alternatively, the week-to-week variability (standard deviation) of the difference in
returns between the nearest expiry month contract and the second nearest maturity basket bond underlying

the contract ranged from 4 to 14 one-hundredths of one percent. These low and stable tracking errors

demonstrate that 10 Year Commonwealth Treasury Bond Futures provide an efficient way to gain exposure to

long-term Australian debt markets.



