CONFIDENTIAL
MEMORANDUM

15 December 2009

THE MINISTER OF FINANCE

Cc: Hon. Prime Minister
Deputy Prime Minister
Members of the CBS Board
CEO, Foreign Affairs and Trade
CEO, Commerce, Industry and Labour

EXCHANGE RATES DEVELOPMENTS IN
NOVEMBER 2009

A. OVERVIEW

The US dollar strengthened in November on support from safe-haven demand. Additional reports on weak labour
data out of US and the drop in US stocks led investors to the safe greenback instead of the higher yielding
investments. The Fed held its funds rate unchanged at 0.25 percent.

The Yen strengthened considerably over the month as a result of weak US spending and consumer confidence data
which continued to support the haven demand. The drop in stock markets also helped support the Yen. In its
November monetary policy review, the BOJ held its official interest rate unchanged at 0.10 percent.

The Euro strengthened slightly over the month as investors opted to buy higher-yielding currencies instead of the
safe-haven currencies. More reports onimproved growth and industrial production data out of the Euro region
helped prop up the Euro. The ECB held its official interest rate unchanged at 1.00 percent.

The Australian dollar also strengthened against the Greenback in November, as risk appetite picked up again. The
recent run of upbeat Australian economic data finally led the RBA to raise its policy interest rate by 25 basis points
from 3.25 percent to 3.50 percent.

The New Zealand dollar weakened over the month as uncertainty about the strength of the US economyls recovery
led to a shift in investorsl demand from risky assets to safer assets coupled with the strengthening US dollar. Weak
labour data out of NZ weighed down the kiwi unit. The RBNZ held its official cash rate unchanged at 2.50 percent.

In November 2009, the Tala weakened against the AUD, the EURO, and the YEN. The Tala rose against the USD,
the NzD, and the FID.




B. CURRENCY (WATCHji

The US dollar traded marginally stronger into the new
month with fresh support from haven demand as lackluster
data on US personal spending and consumer confidence
highlighted the fragility of the US economyls recovery.
However, gains were short-lived as haven demand for the
dollar was eroded by upbeat US statistics showing
improvements in manufacturing, construction and housing,
which encouraged risk appetite. Lingering market jitters
that some banks were still struggling to shake off the
effects of the financial crisis revived haven demand and
helped prop up the US dollar. Even so, the dollar
weakened again on speculations that the US will trail other
major central banks in ending the economic stimulus after
the Fed restated its intention to keep the Fed funds rate
between zero and 0.25 percent for an extended period.
The US dollar then picked up on support from haven
demand following the release of the US{ labor data, which
showed the unemployment rate jumped in October to 10.2
percent, the highest level since 1983. The drop in U.S
stocks further deterred demand for riskier assets in favor
of safer assets. The US dollar rally continued after
industrial production data in the US showed output rose
less than forecasted in the previous month, again
discouraging demand for higher-yielding assets. The fall in
the stock markets at the end of the month invoked further
haven demand and continued to support the US dollar.

The Japanese Yen opened the month slightly weaker at
Yen90.37 and steadily rose to Yen90.20 on haven demand
following the release of weak US spending and consumer
confidence data. The Yen slipped back to Yen90.96 amid
improvements in US manufacturing and housing sector
data, which helped boost equity markets and subsequently
investors] appetite for riskier assets. Negative annual
inflation data for Japan in September also added to the
Yen(s decline. It later rose to Yen89.84 and traded most of
the month around Yen88 and Yen89 on support from safe
haven demand. Improved growth data out of Japan helped
underpin the Japanese currency as reports showed Japan(s
GDP rose at an annual rate of 4.8 percent, which was more
than economists forecasted. The Yen also strengthened to
around Yen88 after the Bank of Japan kept its benchmark
interest rate unchanged at 0.1 percent. The fall in stock
markets also lifted the Yen to Yen88.47 and further to
Yen87.32 as investors opted for safer assets instead of
higher-yielding investments. The Yen traded at Yen86.28 at
the end of the month.
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The Euro opened the month stronger at US$1.4761 but it
fell to US$1.4716 as weak data out of the US briefly
caused investors to discard riskier assets. Negative
consumer price pressures for the Euro area in October, an
increasing unemployment rate in November to 9.7
percent coupled with the fourth consecutive month of
declining retail sales in September for Germany, kept the
Euro weak. Nevertheless, the Euro rebounded to
US$1.4861 on risk appetite as the dollar slipped following
the Fedis decision to hold its funds rate. The Euro stood
firm after ECB president Trichet kept the official interest
rate unchanged at 1.0 percent and also stated that the
ECB will soon end its stimulus programs. The Euro then
continued to strengthen to US$1.4994. The Euro further
gained to US$1.5007 as the Euro region grew 0.4 percent
in the third quarter. Additional reports on improved
industrial production in the Euro area for September
helped prop up the Euro. The Euro fell back to trade at
US$1.4969 following a brief drop in global stock markets
before picking up again and afterwards closed the month
firm at US$1.4989.
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The Australian dollar also opened the month firmer at
US$0.9015 as recent reports of strong third quarter growth
in China worked up investorsl appetites for risky
investments. Although weak economic data out of the US
revived some demand for haven assets, the Aussie
currency slipped only marginally to a firm US$0.9014 amid
news of the Australian government upgrading its growth
forecast while slashing unemployment expectations in its
2009/10 mid-year economic and fiscal outlook. The RBAls
decision to raise its cash rate by 25 basis points to 3.50
percent saw the Australian dollar rise to US$0.9103. The
Australian dollar later eased to US$0.9097 as the
Greenback rebounded on haven demand following the US]
increase in the unemployment rate. The Australian dollar
gradually rose to US$0.9295 after trading around US$0.90
and US$0.91. Australials unemployment rate increase to
5.8 percent in October was smaller than expected and this
helped boost the Australian dollar to US$0.9310. The
Aussie currency then traded around US$0.92 but it later
weakened to US$0.9185 as a decline in the equity markets
discouraged investors from buying higher-yielding assets.
The Australian dollar then bounced back to trade at
US$0.9314 on speculations the RBA may hike its cash rate
in December, following an upbeat statement from the
RBAls Deputy Governor Ric Battellino in regards to the
current economic momentum in Australia. The Aussie
dollar closed off the month at US$0.9128.
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The New Zealand dollar on the other hand, was slightly
weaker into the new month at US$0.7156 as uncertainty
about the strength of the US economy!s recovery led to a
shift in investorsl demand from risky assets to safer assets.
The Kiwi then rose to US$0.7209 as upbeat data out of the
US and Europe coupled with reports of strong growth in
China helped restore the view of a recovering global
economy and subsequently, investorsl demand for risky
investments. News of an increase in Fonterrals dairy prices
helped underpin the Kiwils rally to US$0.7269. However,
the Nz dollar slipped back to US$0.7203 on disappointing

data in New Zealand, which showed the unemployment
rate increasing to 6.5 percent in the third quarter coupled
with the US dollar{s rebound on haven demand. The New
Zealand dollar later rose to US$0.7414 as a pick-up in
equity markets led to a shift in investorsl demand from
safer assets to risky assets. Fonterrals move to pay out
more to farmers helped lift the NZ dollar even higher to
around US$0.74 and further toUS$0.75 as the US
currency weakened against its major counterparts. The
weaker consumer confidence and wider trade deficit data
out of the US added further support to the kiwils rally to
this monthls high of US$.0.7506. The drop in stock
markets later weakened the NZ dollar to US$0.7440 and
eventually to US$0.7306. It continued to trade around
US$0.73 and US$0.72 until weakening slightly to
US$0.7132 at the end of the month.
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Table 1 shows the movements of the currencies in our
currency basket together with the FID and the Yen against
the US dollar at end November 2009, compared to the
previous month and December 2008.

Table 1
USD per other currencies (end period)
Movement of other currencies
against the USD
(+) appreciation / (-) depreciation

Dec-08 Oct-09 Nov-09 Dec-08 Oct-09
(%) (%)
USD/NZD 0.5856 0.7184 0.7132 21.79 -0.72
USD/AUD 0.7062 0.9006 0.9128 29.26 1.35
YEN/USD 90.85 90.02 86.29 5.02 4.15
USD/EUR 1.3966 14731 1.4989 7.32 1.75
USD/FID 0.5691 0.5303 0.5252 -7.71 -0.96

At end November 2009, the Greenback weakened against
the AUD, the EURO, and the YEN when compared to the
previous month. The US dollar strengthened against the
NzD and the FID from the previous month.




C. EFFECT ON THE TALA

Compared to end December 2008 and the previous month,
Table 2 shows the movement of the Tala at end November
2009 against the currencies in our currency basket as well
as its movement against the FJD and the YEN.

Table 2
Tala per foreign currencies (end period)
Movement of the
Tala
(+) appreciation / (-) depreciation

Dec-08 Oct-09 Nov-09 Dec-08 Oct-09

(%) (%)

TALA/USD 2.9043 2.4979 2.4905 14.25 0.30
TALA/NZD 1.7007 1.7945 1.7762 -4.44 1.02
TALA/AUD 2.0509 2.2496 2.2733 -10.85 -1.06
TALA/EUR 4.0561 3.6796 3.7330 7.97 -1.45
TALA/FID 1.6528 1.3246 1.3080 20.86 1.25
YEN/TALA 31.2798 36.0387 34.6457 10.76 -3.87
Nominal Index 100.79 102.07 102.15 1.35 0.08

At end November 2009, the Tala weakened against the
AUD, the EURO, and the YEN. The Tala strengthened
against the USD, the NzD, and the FID from the previous
month.
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The Tala also opened the month marginally lower at
US$0.4000 as the Greenback strengthened on haven
demand. However, the Tala rose to US$0.4009 and later to
US$0.4035 as the Australasian currencies and the Euro
rallied on risk appetite support. The upbeat global
economic data coupled with Australials interest rate hike
has seen the growth sensitive currencies like the NZ dollar
and the Australian dollar rally significantly as a result of
investorsl appetite for risk. The Tala strengthened later on
as investors opted for riskier assets instead of the safe
Greenback and the Yen. The strengthening of the NZ and
the Australian currencies helped support the Tala at

around US$0.4091 and even further to US$0.4124 as the
US dollar continued to weaken. However, it later slipped
back to around US$0.4090 and lower as safe haven
demand picked up again. The Tala traded at the end of
the month at US$0.4015.
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In terms of the Nominal Index, the Tala appreciated by
0.08 percent at end November 2009 from the previous
month. (See Table 2)
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