CONFIDENTIAL
MEMORANDUM

20 May 2010

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
APRIL 2010

A. OVERVIEW

The US dollar was generally strong against the Yen and the Euro in April 2010. Reports of better than expected U.S
home sales data in March coupled with ongoing concerns about Europels debt crisis helped support the greenback. The
Fed held its funds rate unchanged at 0.25 percent.

The Yen weakened considerably over the month on signs of U.S economic recovery and a pick up in risk appetite.
The BOJ held its official interest rate unchanged at 0.10 percent.

The Euro likewise weakened over the month on concerns about Greecels budget deficit. Reports which showed zero
growth in Europels economy in the fourth-quarter 2009 also weighed on the European currency. The ECB held its
official interest rate unchanged at 1.00 percent.

The Australian dollar strengthened slightly during April as global stocks rose. Reports which showed strong
business confidence in Australia and better than expected economic data out of the U.S also helped support the
Aussie unit. The RBA increased its policy interest rate by 25 basis points from 4.00 percent to 4.25 percent.

The New Zealand dollar strengthened gradually throughout the month against the U.S dollar. Upbeat U.S economic
data and the rise in stock prices helped support the currency. The RBNZ held its official cash rate unchanged at 2.50
percent.

In April 2010, the Tala weakened against the NZD. The Tala strengthened against the USD, the AUD the EURO, the
FJD and the YEN.




B. CURRENCY (WATCHji

The US dollar opened the month firm as reports showed
an unexpected growth in the U.S labor market in March
which added to the view that the U.S economy is
recovering. It later weakened as the U.S trade deficit
increase in February as equities and commodities prices
rose. It continued to fall as a bigger than expected increase
in U.S retails sales in March spurred demand for riskier
assets. Improved U.S pending home sales saw the
greenback bounce back against most major currencies.
Strong spending and manufacturing data in the U.S last
month also helpedto support the greenback. The U.S
dollar continued to trade stronger during the month as
Greece bonds continued to fall on speculation the EU &
IMF0s aid package may fail to help out the debt problems
and as a result boosted safe haven demand. Reports which
showed U.S new home sales in March unexpectedly rose
by 27 percent when compared to the estimated figure of a
5.5 percent increase helped underpin the U.S dollar.

The Japanese Yen opened the month weak at Yen93.85 as
the U.S dollar strengthened on better than expected
economic data out of the U.S. It later bounced back to
trade at Yen93.28 as stocks fell. The Japanese currency
continued to strengthen to Yen93.16 as investors expected
carry trades to reduce. However, upbeat U.S data and
investors seeking riskier assets weighed on the Yen and
thus the currency to dropped Yen93.19. The drop in stocks
saw the Japanese currency strengthen to Yen92.15 as
investors fled the higher-yielding assets. The Yen later
dropped to Yen93.51 and finally to Yen94.07 on signs of
U.S economic recovery. The Yen continued to trade around
Yen94 before closing the month slightly stronger at
Yen93.90.
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The Euro opened the month weaker at US$1.3579. It
continued to fall to US$1.3348 after the European Central
Bank left its benchmark interest rates at 1 percent
coupled with reports which showed zero growth in
Europels economy in the fourth quarter 2009. Worries
about the Greecels debt problems mainly weighed on the
European currency throughout the month. Nevertheless,
the Euro later gained to trade at US$1.3581 after reports
of EU and IMF rescue package of 60 billion Euros for
Greecels budget deficits. It continued to strengthen to
US$1.3657 as risk appetite picked up again on better than
expected economic data out of the U.S.However,
uncertainty about Greecels aid package to help its debt
problems renewed concerns over the nationls financial
crisis weighed down the Euro to trade around US$1.35
and to as low as US$1.3399. It continued to fall to
US$1.3181 as a report showed Greecels deficit in 2009
was worse than estimated. The Euro closed off the month
at US$1.3312.
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The Australian dollar opened the month firm at US$0.9197
and then strengthened to US$0.9286 after the Reserve
Bank of Australia raised its interest rate by 25 basis points
from 4.00 percent to 4.25 percent. Upbeat economic data
in the U.S lifted demand for equities and commaodity-
driven currencies and kept the Aussie unit well supported
in the first week of the month. Strong retail data out of the
U.S lifted the Australian dollar to US$0.9328. However, a
report which showed a 1.8 percent drop in Australian
home loans in February saw the Australian currency
weaken to US$0.9282. The rise in Greek bonds on signs of
global economic recovery saw the Aussie dollar surge back
to trade at US$0.9352 as investors expected an increase in
carry trades. Chinals move to raise mortgage rates on
home purchases saw the Australian currency drift lower to
US$0.9227. The pick up in investors! risk appetite saw the
Australian dollar strengthen to US$0.9314. It later
weakened to US$0.9155 as investors remained concerned
about Greek aid. However, the Australian dollar gained and
traded around US$0.92 until it closed off the month at
US$0.9256.
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The New Zealand dollar opened the month slightly lower
at US$0.7070 as the U.S dollar strengthened. It later
strengthened to US$0.7148 as reports showed an increase
in Fonterrals dairy auction prices coupled with the increase
in stock prices. The New Zealand dollar dropped to
US$0.7125 and eventually to US$0.7116 after reports
showed New Zealand retails sales and house prices fell in
February and March respectively. However, it bounced
back to trade at US$0.7142 on support of upbeat U.S
economic data. The kiwi unit then weakened to US$0.7098
after New Zealand(s inflation reported lower than expected
of 0.4 percent in the first quarter 2010 but it later
strengthened to US$0.7112 as equity markets picked up
again. Upbeat data out of U.S and a pick-up in investors{
risk appetite helped support the New Zealand dollar to

trade around US$0.71 most of the month. The Kiwi unit
traded at US$0.7278 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 FJD and the Yen against
the US dollar at end April 2010, compared to the previous
month and December 2009.

Table 1

USD per other currencies (end period)
Movement of other currencies

against the USD
(+) appreciation / (-) depreciation
Dec-09 Mar-10  Apr-10 Dec-09 Mar-10
(%) (%)
USDINZD 0.7262 0.7099 0.7278 0.22 2.52
USD/AUD 0.8981 0.9174 0.9256 3.06 0.89
YEN/USD 93.05 93.49 93.90 -0.91 -0.43
USD/EUR 14327 1.3512 13312 -7.08 -1.48
USD/FID 0.5144 0.5210 0.5205 1.19 -0.10

At end April 2010, the Greenback weakened against the
NZzD and the AUD when compared to the previous month.
The US dollar strengthened against the YEN, the EURO
and the FJD from the previous month.

C. EFFECT ON THE TALA

Compared to end December 2009 and end March 2010,
Table 2 shows the movement of the Tala at end April 2010
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-09 Mar-10  Apr-10 Dec-09 Mar-10
(%) (%)
TALA/USD 2.4936 2.4983 2.4695 0.96 115
TALAINZD 1.8108 1.7736 1.7973 0.75 -1.34
TALA/AUD 2.2395 2.2920 2.2858 -2.07 0.27
TALA/EUR 3.5724 3.3757 3.2873 7.98 2.62
TALA/FID 1.2827 1.3016 1.2854 -0.21 1.25
YEN/TALA 37.3160 37.4212 38.0214 1.89 1.60
Nominal Index 102.08 102.30 102.33 0.24 0.03

At end April 2010, the Tala weakened against the NZD. The
Tala strengthened against the USD, the AUD, the EURO,
the FJD, and the YEN from the previous month.
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The Tala opened the month firm at US$0.4000 and it
continued to strengthen as the Australian and New Zealand
currencies gained against the U.S dollar. It continued to
strengthen and traded most of the month around US$0.40
as the U.S economy continued to show signs of economic
recovery. Upbeat economic data out of the U.S encouraged
investorsl risk appetite and as a result propped up the Tala
to US$0.4035. However, it later dropped to US$0.4001 as
report showed investors worry that Greecels aid package
may fail to help its debt problems. The Tala traded at the
end of the month at US$0.4049.
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In terms of the Nominal Index, the Tala appreciated by
0.05 percent at end April 2010 from the previous month.
(See Table 2)

Leasi P T Scanlan
Governor




TALA GRAPHS

USD/TALA

0.4275

0.4150

0.4025

0.3900

0.3775

0.3650

= USD/TALA

- A
W‘vvv

Mar-10

Apr-10

NZD/TALA

0.5900

0.5800

0.5700

0.5600

0.5500

0.5400

= NZD/Tala

YA

/\/\/\_/v\__N\A

"N\

Mar-10

Apr-10

AUD/TALA

0.4550

0.4475

0.4400

0.4325

0.4250

0.4175

— AUD/Tala

M

—v'—*aA'-d
A

Mar-10 ‘

Apr-10

YEN/TALA

39.00

38.00

37.00

36.00

35.00

34.00

33.00

—— YEN/TALA

A~~~V

Mar-10

Apr-10

EUR/TALA

0.3075

0.3025

0.2975

0.2925

0.2875

0.2825

0.2775

——EUR/TALA /\

A A\ //

R /../V\]\/

AVl

Mar-10

Apr-10

FID/TALA

0.8150

0.7950

0.7750

0.7550

0.7350

0.7150

——FJD/TALA

A A e —Va_l

= ANA T

Mar-10

Apr-10




