CONFIDENTIAL
MEMORANDUM

13 April 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
MARCH 2010

A. OVERVIEW

The US dollar was generally weak against other major currencies in March 2010. However, reports of better than
expected growth data in the U.S coupled with ongoing concerns about Greecels debt problems towards the end of the
month provided support for the greenback. The Fed held its funds rate unchanged at 0.25 percent.

The Yen weakened over the month as risk appetite picked up again. Strengthening U.S dollar on better than
expected U.S growth data also weighed down the Japanese currency. In its February monetary policy review, the
BOJ held its official interest rate unchanged at 0.10 percent.

The Euro likewise weakened over the month as investors opted for safe-haven currencies. Reports on uncertainty
about Greecels budget deficit recovery mainly weighed on the European currency. The ECB held its official interest
rate unchanged at 1.00 percent.

The Australian dollar strengthened considerably during March 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 3.75 percent to 4.00 percent.

While the New Zealand dollar was fairly elevated throughout the month against the U.S dollar, worries about
Greecels financial crisis and increased risk aversion weakened the currency. The RBNZ held its official cash rate
unchanged at 2.50 percent.

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




B. CURRENCY (WATCHji

The US dollar opened the month weak and it continued to
weaken as investors opted to stay away from the safe-
haven currencies amid rising commodities, which was
encouraging demand for higher-yielding assets while haven
demand fell. Better than expected growth data out of the
U.S. saw the greenback bounce back against other major
currencies but the rebound was short-lived as reports of
U.S employers cutting back fewer jobs than expected in
February and the resulting stable unemployment rate at
9.7 percent revived risk appetite and scaled down previous
gains to the dollar. The U.S Federal Reserve Bank{s decision
to keep its official interest rate exceptionally low for an
extended period on worries about the U.S economyls
recovery, coupled with the report of a steeper than
expected drop in U.S wholesale prices continued to
weaken the U.S dollar. However, the Greenback regained
some traction as risk aversion among investors rose amid
weak US trade data in January. Furthermore, reports of
Chinals move to slow down its economic growth and
ongoing concerns about Greecels debt problems provided
additional support for the U.S dollar.

The Japanese Yen opened the month firm at Yen89.17 and
it continued to strengthen to trade around Yen88 as the
U.S dollar weakened. The Yen then weakened to Yen89.16
and eventually to Yen90.39 as better than expected labor
data in U.S revived demand for risk. A later decline in
demand for higher-yielding assets saw the Yen bounce
back to Yen89.98 but the rebound in the Japanese currency
was brief after reports of an increase in carry trades
retraced the Yen to Yen90.49. The Japanese currency
traded most of the month around Yen90 as risk appetite
picked up again. Concerns about Greecels financial crisis,
which led to a strengthening of the U.S dollar also
weakened the Yen to Yen92.13.It continued to trade
around Yen92 before closing the month at its lowest level
recorded for the month at Yen93.49.
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The Euro opened the month weaker at US$1.3561 on
reports of poor economic statistics out of Europe. The
increase in bonds, cutting back of spending and increasing
of tax in Greece to reduce its budget deficit and ease
worries about the countryls debt crisis saw the Euro
bounce back to trade at US$1.3710. It later fell to
US$1.3568 after the European Central Bank kept its
interest rate unchanged at 1.0 percent. The Euro traded
most of the month around US$1.36 as investors increased
carry trades on better than expected jobs data out of the
U.S. Improved risk appetite and U.S Federal Reservels
unchanged interest rates saw the Euro strengthen to
US$1.3765. However, it slipped to US$1.3618 and to as
far as US$1.3331 on renewed worries about Greecels
debt problems spreading to other European nations. The
Euro closed the month slightly higher at US$1.3512.
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The Australian dollar opened the month firm at US$0.8998
and then strengthened to US$0.9044 as global stocks and
commodities rose. The currency remained well supported
after the Reserve Bank of Australia raised its interest rate
by 25 basis points to 4 percent. The rise in copper prices
also helped support the Aussie dollar. Gains in U.S stocks
and oil prices also helped boost investorsl appetite for risk,
strengthening the Australian dollar to US$0.9057. It
continued to strengthen to US$0.9068 as the Australian
economy grew at 0.9 percent in the fourth quarter of 20009.
Strong business confidence in Australia, better than
expected labor and retail sales data in the U.S in February
helped lift the Aussie dollar to around US$0.91. It
continued to strengthen to trade around US$0.92 as the
greenback weakened after the Fed left its interest rate
unchanged. The Australian dollar later dropped to
US$0.9177 as global stocks and commodities fell on
ongoing worries about Greecels financial problems. The
Aussie unit closed off the month firm at US$0.9174.
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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 March 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 Feb-10 Mar-10 Dec-09 Feb-10
(%) (%)
USDINZD 0.7262 0.6991 0.7099 -2.24 154
USD/AUD 0.8981 0.8961 0.9174 2.15 2.38
YEN/USD 93.05 88.90 93.49 -0.47 -5.16
USDIEUR 1.4327 1.3618 1.3512 -5.69 -0.78
USD/FID 0.5144 0.5180 0.5210 1.28 0.58

The New Zealand dollar traded stronger into the month at
US$0.6990. It later fell to US$0.6948 as the US dollar
strengthened on better than expected U.S growth data.
The fall in investorsl risk appetite and a stronger U.S dollar
mainly weighed down the NZ currency to trade at
US$0.6857. Reports about U.S employers cutting fewer
jobs than expected helped lift the kiwi unit to US$0.6963
and eventually to US$0.7055. It later slipped to US$0.6997
after the Reserve Bank of New Zealand kept its official cash
rate unchanged at 2.5 percent, but bounced back to trade
at US$0.7141 after the U.S Federal Reserve held its interest
rate unchanged. The New Zealand dollar later dropped to
US$0.7087 as worries continued about Greecels debt
problems. Reports on better than expected growth data
out of New Zealand helped to keep the New Zealand
currency around US$0.70.The Kiwi unit traded at
US$0.7099 at the end of the month.

At end March 2010, the Greenback weakened against the
NzD, the AUD and theFJD when compared to the
previous month. The US dollar strengthened against the
YEN, and the EURO from the previous month.

C. EFFECT ON THE TALA

Compared to end December 2009 and end February 2010,
Table 2 shows the movement of the Tala at end March
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 Feb-10 Mar-10 Dec-09 Feb-10
(%) (%)

TALA/USD 2.4936 2.5295 2.4983 -0.19 1.23
TALAINZD 1.8108 1.7684 1.7736 2.06 -0.29
TALA/AUD 2.2395 2.2667 2.2920 -2.34 -1.11
TALA/EUR 35724 3.4447 3.3757 551 2.00
TALA/FID 1.2827 1.3103 1.3016 -1.48 0.66
YEN/TALA 37.3160 35.1447 37.4212 0.28 6.48
Nominal Index | 102.08 102.00 102.30 0.21 0.29
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At end March 2010, the Tala weakened against the NZD
and the AUD. The Tala strengthened against the USD, the
EURO, the FJD, and the YEN from the previous month.
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The Tala opened the month slightly weaker at US$0.3958
and it continued to strengthen as the Australian and New
Zealand currencies rallied against the U.S dollar. The
weakening U.S dollar and better-than-expected economic
data out of New Zealand and Australia as a result propped
up the Tala to US$0.3994. It continued to strengthen to
trade around US$0.40 after the U.S Federal Reservels
decision to keep interest rate unchanged. However, it later
dropped to US$0.3978 as more reports showed worries
about Greecels debt problems. The Tala traded at the end
of the month at US$0.4003.

In terms of the Nominal Index, the Tala appreciated by
0.05 percent at end March 2010 from the previous
month. (See Table 2)

Leasi P T Scanlan
Governor




TALA GRAPHS

USD/TALA YEN/TALA
0.4275 39.00
—— USD/TALA = YEN/TALA
0.4150 LY
s
37.00
0.4025
W\V 36.00 ) ’\/v
0.3900 - 25,00 V\VJ'/ \'\/\f.'
0.3775 AT
N HHH‘ ‘HHHHHHH HHHH - H‘HH HHH‘HHHH H HHHH
Feb-10 Mar-10 Feb-10 Mar-10
NZD/TALA EUR/TALA
0.5900 0.3075
— —EUR/TALA
0.5800 NEDTER 0.3025
0.5700 M/JVA\/\/'\— 0.2975 AVA\
05600 1 02929 NN
0.5500 0.2875
0.5400 0.2825
- HHH‘ ‘HHHHHHH H HHHH N ‘HHH HHH‘HHHH H HHHH
Feb-10 Mar-10 Feb-10 Mar-10
AUD/TALA FID/TALA
0.4625
0.8150
— AUD/Tala
0.4550 07950 FID/TALA
UgaT6) f/\ 0.7750 A A
A | ~
0.4400 ~—— 0.7550
0.4325 0.7350
N HHH‘ ‘HHHHHHH H HHHH o
Feb-10 Mar-10 Feb-10 Mar-10




