ECONOMICS & MARKETS RESEARCH

14 December 2009

ANZ ASIA TEAM

Paul Gruenwald

Chief Economist, Asia
+65 6216 1814
Paul.Gruenwald@anz.com

Tamara Henderson
Director, FX and Rates
Strategy

+65 6216 1845
Tamara.Henderson@anz.com

Yeo Han Sia
Associate Director

FX and Rates Strategy
+65 6216 1968
HanSia.Yeo@anz.com

Chang Wei Liang
Associate Director

FX and Rates Strategy
+65 6216 1968
HanSia.Yeo@anz.com

Shu Zhen Pay
Graduate Trainee

FX and Rates Strategy
+65 6216 1918
ShuzZhen.Pay@anz.com

Isaac Thong
Graduate Trainee
Economic Research
+65 6216 1918
Isaac.Thong@anz.com

Research Interns:
Zhou Hao

Eesh Mengi

Jaimin Shah

Pacific Monthly Update — December 2009

Highlights

e Inflation pressures remain generally benign across the region. The exception is
Fiji, where the effects of the devaluation continue to drive inflation higher.

e Trade flows remain depressed with double-digit declines the norm in all
countries reporting data this month.

e In contrast, tourism flows are starting to look better on a sequential basis,
although the picture is far from uniformly bright across the Pacific.

e Pacific currencies have generally held steady against the USD over the past
month, but have weakened against AUD.

Chart of the Month: Rising Inflation in Fiji Bucks the Regional Trend
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Key Data Releases and Commentary

Inflation remained subdued with the exception of Fiji. Fiji’'s CPI rose 6.3% (y/y) in Oct, unchanged from
Sep. However, the inflationary pressure deriving from the FJD devaluation still needs to be monitored in the
coming months. PNG’s Q3 CPI inflation slowed to 5.3% from 6.7% in Q2. At the same time, the CPI rose 4.4%
in Vanuatu in Q3, 2ppt lower than Q1’s 6.4%.

Fiji CPI (y/y) Oct 6.3% 6.3%
PNG CPI (y/y) Q3 5.3% 6.7%
Vanuatu CPI (y/y) Q3 4.4% 6.4%

External trade flows remain depressed. Exports from the Solomon Islands fell 19.1% (y/y) in Oct, down
from 0.6% in Sep on lower log and fish shipments. Timor-Leste’s export contraction narrowed to 46.1% in Oct
while Tonga’s exports dropped 39.9% in Sep. Tonga Sep imports declined 19.4% from Aug’s -9.8%.

Solomon Islands Exports (y/y) Oct -19.1% 0.6%
Timor-Leste Exports (y/y) Oct -46.1% -69.9%
Tonga Exports (y/y) Sep -39.9% -45.3%
Tonga Imports (y/y) Sep -19.4% -9.8%

Tourism and remittance developments were mixed. Fiji's tourist arrivals fell 11.4% (y/y) in Q2, following
a 23.3% decline in Q1. Tonga’s tourist receipts dropped sharply by 24.5%, after falling 19.6% in Aug.
Meanwhile, Samoa’s tourist arrivals rose 2.0% in Sep versus 9.0% in Aug. The tourism industry performed
reasonably well in Timor-Leste, with tourism arrivals rising 25.6% in Q3. On the other hand, the Solomon
Islands continue to benefit from the rising inbound remittances, with Oct transfer receipts climbing 28.1%.
Tonga’s remittances remained weak in Sep, falling 18.3% compared with a 15.8% decline in Aug.

Fiji Tourist Arrivals (y/y) Q2 -11.4% -23.3%
Samoa Tourist Arrivals (y/y) Sep 2.0% 9.0%
Timor-Leste Tourist Arrivals (y/y) Q3 25.6% 29.1%
Tonga Tourist Receipts (y/y) Sep -24.5% -19.6%
Solomon Islands Transfer Receipts (y/y) Oct 28.1% 33.4%
Tonga Private Remittances (y/Y) Sep -18.3% -15.8%

Credit growth remains stable or declining slightly across the Pacific. Fiji registered credit growth of
3.5% (y/y) in Oct against a 4.5% rise in Sep. Bank lending in PNG rose 34.5% (y/y) in Q2, down from 47.9%
in Q1. Sep bank lending rose 8.3% and 27.1% respectively, in Samoa and Vanuatu, broadly unchanged.

Fiji Domestic Credit (y/y) Oct 3.5% 4.5%

Papua New Guinea Outstanding Loans (y/y) Q2 34.5% 47.9%
Samoa Commercial Bank Credit (y/y) Sep 8.3% 8.5%
Vanuatu Domestic Credit (y/y) Sep 27.1% 28.8%
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Other Pacific News

Fiji

The government expects the economy to
contract 2.5% (y/y) in 2009 on weak
exports, tourism and remittances. However,
it expects growth of 1.9% in 2010 as the
global recession nears an end.

Papua New Guinea

The national budget for 2010 forecasts GDP
growth of 8.5% (y/y) compared with growth
of 4.5% in 2009. This reflects mainly the
commencement of the LNG project and the
opening of new mines. The LNG project with
Exxon Mobil is expected to contribute
$15.6bn, one-third of projected GDP growth.

Total revenue and grants are forecasted to
increase by 12.8% (y/y) to PGK7489.7mn in
2010 compared with PGK6639.6mn in 2009.
The revenue increase can be attributed to an
expected 18.8% rise in total tax revenues.

The national budget has forecast inflation of
7.4% (y/y) for 2009 and 9.5% for 2010.

The current account deficit for 2010 is
expected to rise to 27.8% of GDP, driven by
a widening of the trade deficit. This is due to
an expected strong surge in imports to
support the LNG project. However, the
current account is expected to be in surplus
from 2014, when LNG production is
scheduled to begin.

PNG has entered into a binding deal with
Sinopec for the sale of liquefied natural gas
(LNG). As part of the deal, PNG would supply
2.0mn tonnes of gas per year for twenty
years. The project is expected to generate
exports of $3.8bn per year, equivalent to
80% of PNG’s current annual exports.

PNG has received $480.0mn from the Asian
Development Bank (ADB) for upgrading
twenty-one airports and improving its civil
aviation system.
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Samoa

e The World Bank has decided to double its
financial contribution to Samoa, to $40.0mn,
to help the country combat the devastation
unleashed by the recent tsunami.

e The Asian Development Bank has decided to
extend fresh loans totalling $26.0mn to
Samoa for tsunami-related credits in addition
to offering $1.0mn in emergency relief.

Solomon Islands

e According to the Ministry of Finance and
Treasury, state finances will remain tight for
the rest of the year as the government has
been unable to meet its revenue target due
to the hard-hit export sector.

Timor-Leste

e The Asian Development Bank will provide a
$46.0mn grant to help Timor-Leste overhaul
its road network. The grant will be used to
strengthen the country’s roads, form a road
maintenance programme and upgrade cross-
border connectivity with Indonesia. The ADB
believes the project will create jobs, promote
private sector growth and reduce poverty.

e The UN formally handed over the
responsibility of policing Viqueue, the
country’s largest district, to the local police
force earlier this month. This is the fourth
district where the police force has regained
responsibility after the UN took over the
country’s security operations in 2006
following widespread violence.

Tonga

e The Asian Development Bank has approved a
$10.0mn grant to sustain the country’s key
social sector spending programmes, which
have been hit by the global economic
meltdown.
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FX Market Developments

As a group, Pacific currencies are little changed against the USD compared with levels at the end of
Oct (as of 10 Dec) with the USD having unwound most of the losses sustained during Nov. In
contrast, Nov gains in AUD-USD have largely held, such that Pacific currencies are 1.5% weaker on
average in AUD terms. Individual currency performance has been sharply mixed. Notably, the VUV
has out-performed (+2.7% versus the USD), while the WST has under-performed (-1.5%).
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Important Notice

Australia and New Zealand Banking Group Limited is represented in:
AUSTRALIA by:

Australia and New Zealand Banking Group Limited ABN 11 005 357 522
100 Queen Street, Melbourne, Victoria, 3000, Australia

Telephone +61 2 9226 4647 Fax +61 3 9273 5711

UNITED KINGDOM by:

Australia and New Zealand Banking Group Limited

ABN 11 005 357 522

40 Bank Street, Canary Wharf, London, E14 5EJ, United Kingdom
Telephone +44 20 3229 2121 Fax +44 20 7378 2378

UNITED STATES OF AMERICA by:

ANZ Securities, Inc. (Member of FINRA [www.finra.org] and SEC)

6th Floor 1177 Avenue of the Americas

New York, NY 10036, United States of America

Tel: +1 2128019160 Fax: +1 212 801 9163

NEW ZEALAND by:

ANZ National Bank Limited

Level 7, 1-9 Victoria Street, Wellington, New Zealand

Telephone +64 4 802 2000

This document (“document”) is distributed to you in Australia and the United Kingdom by Australia and New Zealand Banking Group

Limited ABN 11 005 357 522 (“ANZ”) and in New Zealand by ANZ National Bank Limited (“ANZ NZ”). ANZ holds an Australian
Financial Services licence no. 234527 and is authorised in the UK and regulated by the Financial Services Authority (“FSA”).

This document is being distributed in the United States by ANZ Securities, Inc. (“ANZ S”) (an affiliated company of ANZ), which
accepts responsibility for its content. Further information on any securities referred to herein may be obtained from ANZ S upon
request. Any US person(s) receiving this document and wishing to effect transactions in any securities referred to herein should
contact ANZ S, not its affiliates.

This document is being distributed in the United Kingdom by ANZ solely for the information of its eligible counterparties and
professional clients (as defined by the FSA). It is not intended for and must not be distributed to any person who would come within
the FSA definition of “retail clients”. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under
the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the FSA.

This document is issued on the basis that it is only for the information of the particular person to whom it is provided. This document
may not be reproduced, distributed or published by any recipient for any purpose. This document does not take into account your
personal needs and financial circumstances. Under no circumstances is this document to be used or considered as an offer to sell, or
a solicitation of an offer to buy.

In addition, from time to time ANZ, ANZ NZ, ANZ S, their affiliated companies, or their respective associates and employees may
have an interest in any financial products (as defined by the Australian Corporations Act 2001), securities or other investments,
directly or indirectly the subject of this document (and may receive commissions or other remuneration in relation to the sale of such
financial products, securities or other investments), or may perform services for, or solicit business from, any company the subject of
this document. If you have been referred to ANZ, ANZ NZ, ANZ S or their affiliated companies by any person, that person may
receive a benefit in respect of any transactions effected on your behalf, details of which will be available upon request.

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable. The views
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