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ATTACHMENT

Is the Australian Dollar Overvalued?

The high level of the Australian dollar has been an important factor in the adjustment of the
Australian economy to the higher level of the terms of trade over recent years. However, the
exchange rate has remained near its highs notwithstanding the deterioration in the global economic
outlook, the recent decline in the terms of trade and ongoing fragility of global financial markets.
This paper discusses recent developments in the Australian dollar relative to its fundamental
determinants.

The Australian Dollar and Fundamentals

Over a long run of years, the terms of trade have been the predominant influence on the
Australian dollar. However, at various points in time, other factors have also been important,
including differences in interest rates between Australia and other countries, and perceptions about
Australia as an attractive place to invest. For example, around 2000, at the height of the tech bubble,
the Australian dollar was lower than suggested by fundamentals. The perception was that Australia
was a less attractive place to invest because of its reliance on commodities and lack of a sizeable
tech sector.

The terms of trade have fallen by around 15 per cent from their historical high in September last
year and are expected to fall further. Nevertheless, they still remain at a very high level and part of
the recent decline reflects the unwinding of the temporary increase in Australian export prices (most
notably coal prices) due to natural disasters.
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The strong demand for Australian government debt — reflected in increased foreign ownership of
Commonwealth Government securities — has been highlighted as a factor contributing to the higher
Australian dollar. Australia has been one beneficiary of the global portfolio reallocation to highly
rated assets resulting from the increased relative riskiness of holding euro-denominated assets.
Canada and a number of Scandinavian countries, as well as Switzerland, have seen similar flows.

While increased demand for Australian government debt by foreign sovereigns would put upward
pressure on the currency, other things equal, it is important to note that the strong foreign demand
for Australian government debt over recent years has largely replaced capital inflows into the
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Australian banking sector. Aggregate net capital inflows relative to GDP over the past two years
have generally been below the historical average.

Australian Capital Flows
Net flows, per cent of GDP
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Econometric modelling can be used to more formally estimate a medium-term ‘equilibrium’ level
of the exchange rate based on its historical relationship with economic fundamentals. These
exercises, while subject to a reasonable degree of uncertainty, suggest that the Australian dollar is
overvalued, but not substantially so:

e Most models — including the staff’s internal models and the IMF’s models suggest the exchange
rate is overvalued by 4-15 per cent. The range of estimates reflects differences in the choice of

economic fundamentals and time periods that are used to estimate the ‘equilibrium’ levels.

e The staff’s preferred model is based on the long-run relationship between the real exchange rate
and the terms of trade and the real policy rate differential with the G3 (US, euro area and Japan)
over the post-float period. It suggests the exchange rate is around 5 per cent overvalued.
However, given the uncertainty of the estimates, the model also suggests that the exchange rate
could be reasonably assessed (at roughly a 70 per cent probability) as being anywhere between
4 per cent undervalued and 12 per cent overvalued (shown by the shaded band on the graph).
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e [llustrating the sensitivity of the model results, if this model is estimated over a substantially
longer (starting in 1971) or shorter (starting in 2002) period, the current level of the exchange
rate is estimated as being between 23 per cent undervalued and 13 per cent overvalued.

Models of the Australian Dollar

Estimated exchange rate valuation

Under/over—valuation Per cent deviation
Staff models
From 1971* Under 23
From 1986 Over 4
From 2002 Over 13
External models
IMF models Over 5-15
Big Mac Index (PPP based) Over 8

* Model excludes the real interest rate differential
Sources: The Economist; IMF; RBA

e It should be noted that there are some external estimates that suggest the Australian dollar is
more than 30 per cent overvalued. In contrast to the staff’s preferred model, these estimates
typically exclude both cyclical and structural factors — such as real interest rate differentials and
the terms of trade — from their assessments of ‘equilibrium’.

The Swiss Case

Last September, the Swiss National Bank (SNB) imposed a 1.20 Swiss franc (CHF) per euro
ceiling, and made a commitment to purchase ‘unlimited quantities of foreign currency’ as necessary
to defend the ceiling. As a result of this commitment, the SNB purchased around €130 billion worth
of foreign exchange in total over May, June and July this year, taking their foreign exchange reserve
holdings up to almost 70 per cent of annual GDP from around 40 per cent of GDP three months
earlier. The introduction of the ceiling was based on their assessment that the CHF was *massively
overvalued’ and posed an ‘acute threat’ to the Swiss economy. As a traditional ‘safe-haven’
currency, the CHF had been the recipient of strong safe-haven flows that resulted in the currency
appreciating by 28 per cent against the euro in the four months leading up to its peak in
August 2011. Between end 2009 and the August 2011 peak, the real effective exchange rate
appreciated by 26 per cent.

Swiss Real Effective Exchange Rate
Sample average = 100

Index Index
120 120
110 110
100 100
90 90
g0 L L L L L L g

1987 1992 1997 2002 2007 2012

Sources: BIS; Bloomberg

C21



CONFIDENTIAL

Financial Markets and the Bank’s Operations September 2012 Meeting

The unusually rapid pace of appreciation in the CHF last year occurred against a background of
vulnerabilities in the Swiss economy, particularly given its exposures to the rest of Europe and its
very large (and already stressed) financial sector. The Swiss traded sector is equivalent to around
90 per cent of domestic GDP (compared to 40 per cent for Australia) and around 70 per cent of its
merchandise trade is with the European Union (compared to 15 percent for Australia).
Furthermore, Switzerland has a large reliance on manufacturing exports that are sensitive to
exchange rate fluctuations (whereas the rural and resource sectors account for the largest share of
Australian exports). As a result, the Swiss authorities were particularly concerned about the loss of
external competitiveness and deflationary pressures (which have subsequently been borne out) from
the rapid appreciation of the exchange rate from an already very high value.
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While the extreme circumstances facing Switzerland last year presented a clear and credible case
for intervention, the circumstances in Australia cannot yet be considered comparable. There is not
strong evidence that the Australian dollar is posing an imminent threat of deflation or is highly
contractionary for the domestic economy. While those sectors of the Australian economy that are
most exposed to external developments, such as manufacturing and tourism, have been adversely
affected by the current high level of the Australian dollar, inflation is forecast to be within the target
range over the next few years and the Australian economy is expected to grow at around 3 per cent
over 2013 and 2014. This is partly related to the fact that the Australian economy (and financial
sector) is less exposed to external developments (particularly in Europe) than the Swiss economy.

Financial Markets Group
30 August 2012
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A Sectoral Breakdown of Capital Flows — June Quarter 2012

As in the BOP release
there was a net outflow from general
government debt of 0.7 per cent of GDP;
however, the FA data reveal a somewhat
offsetting net inflow of 0.4 per cent of GDP to
state and local government debt (which are
included with “private” flows in the BOP
release) in the June quarter. This reallocation
of state and local government capital flows
saw the net outflow from the public sector
revised down to 0.3 per cent of GDP and the
net inflow to the private sector revised down
to 1.7 per cent (from 2.1 per cent in the BOP
release).

As reported in the BOP release, the net
outflow from the general government sector
may have been affected by a number of
factors, namely a large government bond
maturing and another coming due for maturity
in a year’'s time (which is a trigger for some
investors - including some prominent central
banks - to roll out of these positions). The net
infow to state government debt largely
reflected a net increase in foreign investment
in long-term state and local government debt,
which was partially offset by a net decrease in
foreign investment in their short-term debt.
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Graph 2
Foreign Ownership of Australian Debt
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Market Analysis

International Department

27 September 2012

As a result of these flows, there was a slight
decline in the share of Commonwealth
government securities held by foreigners (to
76.7 per cent) and a small increase in the foreign
ownership share of state and local government
securities (to 37.4 per cent; Graph 2).



From:

Sent: Friday, 14 December 2012 6:40 PM

To:

Cc:

Subject: Australian Dollar Model Results [SEC=UNCLASSIFIED]
Dear

Our preferred model indicates that the Australian dollar is currently overvalued by about 7 per cent, which is around
one standard deviation from the estimated long-run ‘equilibrium’ real exchange rate. This is somewhat larger than
our estimate of an overvaluation of the exchange rate of around 4 per cent in September 2012 (which was reported
in the September Board attachment). Alternative approaches largely confirm that there is a substantial degree of
uncertainty in producing estimates of under or overvaluation. That is, if our preferred model is estimated over a
substantially longer (starting in 1971) or shorter (starting in 2002) period, the current level of the exchange rate is
estimated as being between 18 per cent undervalued (1 standard deviation) and 14 per cent overvalued (1%
standard deviations). Note that the estimates from the IMF models and Big Mac index are now somewhat dated.

Regards
Models of the Australian Dollar
Estimated exchange rate valuation
Staff models Under/over - valuation Per cent deviations Standard deviations
From 1971%* Under 18 1.0
From 1986 Over 7 0.9
From 2002 Over 14 1.5

External models

IMF Models™* Over 5-15
Big Mac Index (PPP based)*** Over 8

* Modal mecludas the real intarast rate differential

*% June 2012

F¥EE July 2012

Sources: The Economist; IMF; REA
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Composition of Foreign Exchange holdings of International Countries - AUD Focus

Number holding AUD:

Number possibly holding AUD:

Not holding AUD

15
8
20

Country
Argentina
Australia
Armenia
Austria
Belarus, Republic of
Brazil
Belgium
Bulgaria
Canada
Colombia
Croatia
Czech Republic
Chile
China
Costa Rica
Cyprus
Denmark
Ecuador

El Salvador
Egypt
Estonia
Euro area
Finland
France
Georgia
Greece
Germany
Hong Kong, SAR, PRC
Hungary
Iceland
Indonesia
Israel

India
Ireland
Italy

Japan
Jordan
Kazakhstan
Kyrgyz Republic
Korea
Latvia

Central bank

Banco Central de la Republica Argentina
Reserve Bank of Australia

Central Bank of the Republic of Armenia
Oesterreichische Nationalbank
National Bank of the Republic of Belarus
Banco Central do Brasil

Nationale Bank van Belgié
Bulgarian National Bank
Department of Finance Canada
Banco de la Republica Colombia
Croatian National Bank

Czech National Bank

Banco Centrale de Chile

People's Bank of China

Banco Central de Costa Rica (BCCR)
Central Bank of Cyprus

Danmarks NationalBank

Banco Central del Ecuador

Banco Central de Reserva de El Salvador
Central Bank of Egypt

Bank of Estonia

European Central Bank

Bank of Finland

Banque de France

National Bank of Georgia

Bank of Greece

Bundesbank

HKMA

Magyar Nemzeti Bank

Central Bank of Iceland

Bank of Indonesia

Bank of Israel

Reserve Bank of India

Central Bank of Ireland

Banca D'italia

Bank of Japan/Ministry of Finance
Central Bank of Jordan

National Bank of Kazakhstan

Not giving me much here...

The Bank of Korea

Latvijas Banka

Series description  Base Currency
None Peso
Currency and residui Australian dollar
Currency compositio Armenian drams
Euro
Belarusian ruble
Brazilian Real
Euro
Euro
Currency compositio CAD
Currency compositio Peso
Kuns
Annual Report 2011 Koruna
Peso
Renminbi
Colon
Euro
Currency compositio Kroner
uss
Colon
Pound
Euro
Euro
Euro
Euro
Currency compositio Georgian Lari
Euro
Announced but not { Euro
HKD
Euro
Krona
Rupiah
Israeli Shekel
Rupee
Euro
Euro
Yen
Annual Report 2010 Dinar
1P Tenge
Som
Currency allocation Won
None Lats

None

None

Currency allocation

Statistics

Hold AUD?
?

#N/A

No

Yes
Yes

No
No

Yes

Yes
77

No

No
Yes

Yes

Yes

Yes

No
Possibly
Possibly
Apparently so
Not likely
No

No

No
Possibly
Yes

Yes
No

Assumed AUD holdings

Table 32

3.10%

5.30%
<10%

0.40%

Total in Georgian Laris - co

<14.3%

<$8 billion US$

Answered
May never know answer
Needs further investigation

Other info Link
No annual report¢ Primary
Primary
Currency held apg Primary
Primary
Page 137 of Annu Primary
Primary
Primary
Primary
Reserves only con Primary
Composition is 85 Primary
Primary
Primary
Benchmark for pc Primary
Primary
Primary
Primary
Hold reserves in n Primary
Site not in English Primary
Site not in English Primary
Mention of reserv Primary
Primary
USS and yen portt Primary
Possibly, publishe Primary
Primary
See table in Docul Primary
Primary
Media reports sta Primary
78.2% allocated t¢ Primary
Seems to be just | Primary
Foreign bonds by Primary
Absolute number: Primary
Couldn't find on v Primary
Foreign currency i Primary
Basically holding r Primary
See table 22.2 Primary
Foreign currency i Primary
Under "other" in 1 Primary
| believe it's in the Primary
Primary
Couldn't find on v Primary
"The foreign curre Primary

Article Documentation  Year of latest AR
1989
2012
Armenia 2011
Secondary 2010
Canada 2011
2009
2011
Finland
Georgia 2011
Secondary
Hong Kong 2011
2011
2011
Secondary 2012 (article)
Secondary
Italy
Secondary Press release
Secondary
Secondary 2011


http://www.bcra.gov.ar/index_i.htm
http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/5302.0March 2012?OpenDocument
http://www.cba.am/EN/SitePages/Default.aspx
http://www.oenb.at/en/welcome_to_the_oenb.jsp
http://www.nbrb.by/engl/publications/report/2010e.pdf
http://www.bcb.gov.br/pec/boletim/ingles/banual2010/rel2010i.pdf
http://online.wsj.com/article/BT-CO-20120719-715452.html
http://www.nbb.be/pub/home.htm
http://www.bnb.bg/?toLang=_EN
http://www.fin.gc.ca/activty/oirrep/oir-roli-11-eng.pdf
http://www.banrep.gov.co/documentos/economic_reports/Reserve/2009_March.pdf
http://www.hnb.hr/eindex.htm
http://www.cnb.cz/miranda2/export/sites/www.cnb.cz/en/about_cnb/performance/annual_reports/download/vz_2011_en.pdf
http://www.bcentral.cl/eng/financial-operations/pdf/Reservemanagement2011.pdf
http://www.pbc.gov.cn/publish/english/960/index.html
http://www.bccr.fi.cr/publicaciones/memoriaanual/Memoria_Anual_2011.pdf
http://www.centralbank.gov.cy/nqcontent.cfm?a_id=1&lang=en
http://www.nationalbanken.dk/DNUK/Publications.nsf/side/16539C10BCB701AAC12579C8002DAA2C/$file/report_accounts_2011.pdf
http://translate.google.com.au/translate?hl=en&sl=es&u=http://www.bce.fin.ec/&prev=/search%3Fq%3Dbanco%2Bcentral%2Bdel%2Becuador%26hl%3Den%26rls%3Dcom.microsoft:en-au:IE-Address%26prmd%3Dimvns&sa=X&ei=ZY4PUPSlAsmViAeeh4Eo&ved=0CFkQ7gEwAA
http://translate.google.com.au/translate?hl=en&sl=es&u=http://www.bcr.gob.sv/&prev=/search%3Fq%3Dsite:bcr.gob.sv%2Bcentral%2Bbank%2Bel%2Bsalvador%26hl%3Den%26sa%3DX%26rls%3Dcom.microsoft:en-au:IE-Address%26biw%3D1050%26bih%3D1595%26prmd%3Dimvns&sa=X&ei=44
http://www.cbe.org.eg/cbe.htm
http://www.eestipank.info/frontpage/en/
http://www.ecb.int/pub/pdf/other/pp75-86_mb200604en.pdf
http://www.suomenpankki.fi/en/Pages/default.aspx
http://www.banque-france.fr/en/home.html
http://www.nbg.gov.ge/uploads/publications/annualreport/2011/2211_financial_statements_for_the_year_ended_2011.pdf
http://www.bankofgreece.gr/Pages/en/default.aspx
http://www.bundesbank.de/Navigation/EN/Home/home_node.html
http://online.wsj.com/article/SB10000872396390444464304577535871955459262.html?mod=googlenews_wsj
http://www.hkma.gov.hk/media/eng/publication-and-research/annual-report/2011/12_Reserves_Management.pdf
http://english.mnb.hu/Root/Dokumentumtar/ENMNB/Kiadvanyok/mnben_evesjel/eves_jelentes_2011_en.pdf
http://www.cb.is/lisalib/getfile.aspx?itemid=9567
http://www.bi.go.id/web/en/Statistik/Statistik+Ekonomi+dan+Keuangan+Indonesia/Versi+HTML/Sektor+Eksternal/
http://www.bankisrael.gov.il/firsteng.htm
http://www.reuters.com/article/2012/03/04/israel-centralbank-reserves-idUSL5E8E40F220120304
http://www.rbi.org.in/home.aspx
http://www.rbi.org.in/scripts/PublicationsView.aspx?id=14016
http://www.centralbank.ie/polstats/stats/pages/extreserves.aspx
http://www.bancaditalia.it/pubblicazioni/relann/rel11/rel10en/en_rel_2011.pdf
http://www.mof.go.jp/english/statistics/index.html
http://www.boj.or.jp/en/intl_finance/ex_assets/hyoryo02.htm/
http://www.boj.or.jp/en/announcements/release_2012/rel120511b.pdf
http://www.cbj.gov.jo/uploads/saba.pdf
http://www.nationalbank.kz/?docid=469&switch=eng
http://www.afr.com/p/business/companies/kazakhstan_revealed_as_big_buyer_1xqLOprHywe1imHmoX3JFJ
http://www.nbkr.kg/index1.jsp?item=1&lang=ENG
http://eng.bok.or.kr/eng/engMain.action
http://www.bloomberg.com/news/2012-03-30/bok-s-dollar-holdings-fell-to-60-5-of-fx-assets-in-2011.html
http://www.bank.lv/images/stories/pielikumi/parlatvijasbanku/gada_parskati/AR_2011_Final.pdf
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Luxembourg
Lithuania
Macedonia, FYR
Malta

Moldova, Republic of
Malaysia
Mexico
Morocco
Netherlands
Norway

Peru

Poland
Philippines
Portugal
Romania
Russian Federation
Singapore
Slovenia

Spain
Switzerland
Slovak Republic
South Africa
Sweden
Thailand
Turkey

Tunisia

Ukraine

United States
United Kingdom
Uruguay

Banque Centrale du Luxembourg
Lietuvos Bankas

National Bank of the Republic of Macedonia
Bank Centrali ta' Malta

National Bank of Moldova

Bank Negara Malaysia

Banco de Mexico

Bank Al-Maghrib

De Nederlandsche Bank

Norges Bank

Banco Central de Reserva Del Peru
Narodowy Bank Polski

Bangko Sentral Ng Pilipinas

Banco de Portugal

Banca Nationala a Romaniei

Bahk Pocchh

Monetary Authority of Singapore
Bank of Slovenia

Banco de Espana

Swiss National Bank

Narodna Banka Slovenska

South African Reserve Bank
Sveriges Riksbank

Bank of Thailand

The Central Bank of the Republic of Turkey
Central Bank of Tunisia

National Bank of Ukraine

Federal Reserve

Bank of England

Banco Central Del Uruguay

‘Balance sheet - assel £uro

Countries not in SDR Euro
Denar
BAIERERESENasSS curo
Currency compositol Leu
Currency compositio Ringgit
None Peso
BAIEREERRESENESES] Dirham
Currency Composition
Currency compositio Kroner
Currency compositio Sole
Currency compositio Zloty

None Peso
None Euro
Currency compositio Leu
AR doesn't open... Rouble
None Dollar
None Euro
None Euro
Currency Compositic Franc
None Euro
Rand
Krona
None Baht
Market value of fore Lira
None Dinar
None? Hyrvnia

Treasury and Fed Re Dollar
Currency compositio Pound
Peso

No Breakdown in BS Primary
Yes If assumption that all non-! Other open positi Primary
Yes Included in an "other" cate Talks about divers Primary
No Primary
Possibly <0.03% Other currencies i Primary
Possibly <23.4% In 2011 68.4% US! Primary
No Primary
No Primary
No Breakdown of cor Primary
No 75% USD, 25% EU Primary
Possibly Holdings in USS$ o Primary
Yes 7.48 USS bill. In 2010 their benc Primary

"Other" quoted, no mention of AUD

No

Other foreign cou Primary

Primary
66% Euro, 24% U< Primary

Yes Up to 1% of their total rese Article suggest th: Primary

Possibly

Yes

Doesn't seem to be

Yes 10.1 SEK billion

No

No

?

?

Apparently not
No

Pretty secretive al Primary

Primary
Quite a lot of info Primary
See reserves spre: Primary

Primary
Apparently there". Primary
Also hold USD, Eu Primary
Only interested in Primary
Only Euro and US. Primary

Primary
Look closer - ther« Primary
Predominately Ye Primary
BOE holds only U¢ Primary
Not available in Ei Primary

Secondary

Secondary

Secondary

Macedonia, FYR

Moldova, Republi

Netherlands

Poland

Romania

Annual Report 11/12

Secondary
Secondary

Sweden

2011


http://www.bcl.lu/en/publications/rapports_annuels/Annual_report_2011/188214_BCL_ANNUAL_REPORT_2011_EN.pdf
http://www.lb.lt/annual_report_2011
http://www.nbrm.mk/WBStorage/Files/WebBuilder_Annual_Report_2011.pdf
http://www.centralbankmalta.org/updates/downloads/pdfs/AR-2011.pdf
http://www.bnm.md/en/annual_report
http://www.bnm.gov.my/files/publication/ar/en/2011/ar2011_book.pdf
http://www.banxico.org.mx/publicaciones-y-discursos/publicaciones/informes-periodicos/anual/%7BE0BEBDE3-A040-909E-5793-2F213E1BC83D%7D.pdf
http://www.bkam.ma/wps/portal/net/kcxml/04_Sj9SPykssy0xPLMnMz0vM0Y_QjzKL94o3NXACSZnFe8QbebvqR2KIuSDEfD3yc1P1g1Lz9L31A_QLckMjyh0dFQF9AeAd/delta/base64xml/L3dJdyEvd0ZNQUFzQUMvNElVRS82X0pfNTBD
http://www.dnb.nl/en/binaries/AR2011_tcm47-270450.pdf
http://www.norges-bank.no/pages/88282/en/AnnualReport-2011.pdf
http://www.bcrp.gob.pe/eng-docs/Publications/Annual-Reports/2010/Annual-Report-BCRP-2010.pdf
http://www.nbp.pl/en/publikacje/r_roczny/rocznik2010_en.pdf
http://www.bsp.gov.ph/downloads/Publications/2012/BOP_1qtr2012.pdf
http://www.bsp.gov.ph/
http://www.bportugal.pt/en-US/EstudosEconomicos/Publicacoes/RelatorioAnual/Publications/RA_11_e.pdf
http://www.bnro.ro/Regular-publications-2504.aspx
http://www.cbr.ru/eng/publ/main.asp?Prtid=God
http://www.news.com.au/business/russians-chase-the-aussie-dollar-as-its-central-bank-secures-1pc-of-reserves/story-e6frfm1i-1226078240652
http://www.mas.gov.sg/annual_reports/annual20102011/pdf/ar2011.pdf
http://www.bsi.si/iskalniki/letna_porocila_en.asp?MapaId=711
http://www.bde.es/webbde/en/secciones/informes/Publicaciones_an/Informe_anual/anoactual/
http://www.snb.ch/
http://www.nbs.sk/en/publications-issued-by-the-nbs/nbs-publications/annual-report/ar-2011-chapters
http://www.resbank.co.za/publications/detail-item-view/pages/publications.aspx?sarbweb=3b6aa07d-92ab-441f-b7bf-bb7dfb1bedb4&sarblist=21b5222e-7125-4e55-bb65-56fd3333371e&sarbitem=4666
http://www.resbank.co.za/Lists/News and Publications/Attachments/3775/Mngt Gold FX Reserves.pdf
http://www.resbank.co.za/Lists/News and Publications/Attachments/5081/Annual Report Full2012.pdf
http://www.riksbank.se/Documents/Rapporter/Arsredovisning/2012/rap_arsred2011_120213_eng.pdf
http://www.bot.or.th/English/ResearchAndPublications/Report/DocLib_AnnualEconReport/Annual_2011.pdf
http://www.tcmb.gov.tr/yeni/eng/
http://www.bct.gov.tn/bct/siteprod/english/publications/rapport.jsp
http://www.bank.gov.ua/doccatalog/document?id=77872
http://www.federalreserve.gov/publications/annual-report/files/2011-annual-report.pdf
http://www.newyorkfed.org/newsevents/news/markets/2012/fxq112.pdfhttp:/www.bankofengland.co.uk/publications/Documents/quarterlybulletin/qb1103.pdf
http://www.bankofengland.co.uk/publications/Documents/annualreport/2012/2012report.pdf
http://www.bankofengland.co.uk/publications/Documents/quarterlybulletin/qb1103.pdf
http://www.bcu.gub.uy/Paginas/Default.aspx

Country Reference Article
Finland Link Tablc 2.
Breakdown of debt securities in the Bank of Finland’s
financial assets by home state of the issuer (according
to market valuc of debt securit
Country or region 31 Dec 2011 31 Dec 2000
W k1
Esro area 66.7 71.5
Carmarny 23.2 21.7
France 9.3 2r1
The Netherlands 6.8 6.0
Finland 6.5 6.5
Awstria 3.4 14
Sprain 3.3 4.7
Italy 21 16
Belginm 09 1.4
Ireland 0.5 L&
Portugal .4 a7
Greece 0.z 0.6
Luzxembourg' 0.0 a.o
Europe excl. enro area 5.6 74
United Kirmgdom 1.2 4.0
Sweden 2.5 22
Norway 1.3 0.5
Demmark 1.0 0s
America 14.1 10.2
United States 13.0 LN
Canada 1.1 11
Asia and Pacific Ocean
region 3.8 4.5
Japan 3.2 42
Awstralia 04 L
Singapore a1 ad
New Zealand' 0.0 -
International institntions 6.8 a.1
! 0.0 mreans less than 0.0,
— METNE TETO.
Sowerce: Bank of Finlard,
Italy Link Table 22.2
Gold and net foreign currency assets
({millions of surcs)
312201 31122010
Gold 95,924 83,197
US dollars 18,970 (2) 18,175
Pounds stering 3,508 3682
Japanese yen 5,380 5571
Swiss francs 275 268
Other cumancies 4 4
SDAs relating to net assets vis-a-vis the IMF 4,421 1,853
Total 128,480 112,750
{1) Valued at markst ewchange rates and prices. The reserves do not include financial assets (ETFe and shares/units of UCITS)
8 in forei represanting the investment of ordi and extraordinary reserves, provisions and other capital funds.
aalqml:‘:mmm nmqﬁl—(ﬂiﬂde:agmmdw rary operaions in dollars &s part of an
between the ECB and the Federal Resenve 1o offer short-term Bquidity in dollars to the banking system.
Figure 153
Macedonia, | Link Geographical structure of foreign reserves, annual average



http://www.suomenpankki.fi/en/Pages/default.aspx
http://www.bancaditalia.it/pubblicazioni/relann/rel11/rel10en/en_rel_2011.pdf
http://www.nbrm.mk/WBStorage/Files/WebBuilder_Annual_Report_2011.pdf
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* other: Denmark, Finland, Switzerland, Japan, Sweden, Australiz, Canada, Luxembourg

Moldova, Rej  Link The Chart 2.44 shows the share of currencies in which the
foreign exchange reserves were denominated at the end of Chart 2.44: Foreign exchange reserves as
2011. The U.S. dollar holds the most significant share - 42.05  of 12/31/2011
percent, followed by the euro - 40.1 percent.

It should be mentioned that, de facto, the foreign currency
composition of foreign exchange reserves might deviate in the
range of +/- 10.0 percent from the normative foreign currency
composition (Chart 2.43).

Despite the unfavorable conjuncture of global economic envi-
ronment and the negative development of profitability rates of
investment instruments, the decisions taken within the manage-
ment foreign exchange reserves process have led to a rate of
profitability of 1.29 percent for 2011 or USD 24.66 million, as Saurce: NBM
compared to 1.12 percent, or USD 17.18 million in 2010.

Netherlands Link EUR million

31 December 2011 31 December 2010
Total EUR UsD JPY GEP SDOR Total EUR UsD JPY GEP SDOR

Foreign currency swaps

Claims 10,247 9,743 504 0 0 0 9,157 891 246 0 ] 0
Liabilities -10,761 5 7445 -509 -13 -2,789 -9,114 -17 8918 -235 0 -1.944
-514 9,738 6,94 -509 -13  -2,789 43 8,894 -68672 -235 0 -1,944

Forward contracts

Claims 1,025 647 378 4] 0 a 926 464 462 o 1] 4]

Liabilities -1.027 -348 -382 [4] o -297 -924 -447 -477 4] 0 a

-2 299 -4 ] o -297 2 17 =15 o o ]

Total -516 10,037 -6,945 -509 -13 -3.086 45 8911 -6.,687 -235 i) -1.944
Table 4

Poland Link Benchmark currency composition in years 2006-2010 (in %)



http://www.bnm.md/en/annual_report
http://www.dnb.nl/en/binaries/AR2011_tcm47-270450.pdf
http://www.nbp.pl/en/publikacje/r_roczny/rocznik2010_en.pdf

Benchmark currency composition

usD EUR GEP AUD NOK
2006 45 40 15 1] a
2007 40 40 15 5 0
2008 40 35 15 5 5
2009 40 35 15 5 5
2010 38 35 12 8 (2}

Source: NBP data

Romania Link Romania’s Foreign Exchange Reserve Composition
percent
31 December 2009 31 December 2010
other other
currencics CUJTU]'[CEL‘S
8 . 10
EUR
1
] [
USD USD
29 24
Canada Table 3
Currency Composition of EFA Liquid Reserves
March 31, 2011 March 31, 2010 Change
(market value in millions of dollars, settled basis)
US dollars 28,622 24,800 3,822
Euro 18,609 20,095 -1,485
Yen 128 305 -179
Notes: Liquid reserves exclude gold and SDR holdings. Numbers may not add due to mundin-g. )
Armenia
Currency ©
SE._ LR °
oo oo U oo cSEo
@ o oQ g vo (el
e 8 & SN B
gES 25| gE= £5%
L= 1=
Qo8 8 A Qos B A
EUR -17.23% (32,384,098) -25.00% (40,947 ,634)



http://www.bnro.ro/Regular-publications-2504.aspx

GBP -14.18% (6,484,220) -17.58% (4,361,370)
JPY -16.46% (11,276,229) -25.00% (19,156,602)
UusD -11.13% (30,866,071) -10.15% (27,399,128)
SDR -14.18% 32,611,118 -17.58% 37,685,905
Georgia 31 December 2011
GEL USD EUR SDR AUD Other Total
Financial assets:
Cash and cash equivalents - 1.329.186 348.363 - 8.576 4,176 1.690.301
Due from financial
institutions 13.505 990 189 - - 35 14.719

Special Drawing Rights
holdings with the

International Monetary Fund - - - 373.034 - - 373.034
Trading securities - 151,269 - - - - 151.269
Investments available-for-
sale 124,997 1,486,537 784,407 - 210.275 - 2.606.216
Investments held to maturity 562.361 - 11,493 - - - 573.854
Other financial assets 2.313 - 106 - - - 2.419
Total financial assets 703,176 2,967,982 1,144,558 373,034 218,851 4,211 5,411,812
Financial liabilities:
Due to resident financial
institutions 385.852 636,288 125,314 - - 34 1.147.488
Due to the Ministry of
Finance 573,818 82.509 101,910 - - 514 758,751
Due to the International
Monetary Fund - - - 1.350.738 - - 1.350.738
Due to customers 621 - - - - 621
Debt securities issued 442,128 - - - - - 442128
Other financial liabilities 3.615 298 1.202 - - - 5.115
Total financial liabilities 1.406,034 719,095 228,426 1.350,738 - 548 3,704,841
NET FINANCIAL

POSITION (702,858) 2,248,887 916,132 (977,704) 218,851 3,663 1,706,971

Hong Kong 15-: <} Currency mix of the Exchange Fund's assets on 31 December 2011 (including forward transactions)
HK$ billion Yo
US dollar 1,945.6 78.2

Hong Kong dollar 186.4 7.5



Others' 356.0

143

Total 2,488.0

100.0

Other currencies included mainly Australian dollar, Canadian dollar, euro, renminbi, sterling and yen.

Sweden
Chart 192

The Riksbank's foreign currency exposure at the end of 2011, SEK billion

UsD 55.5
MOK 17.9

§CAD 9.4
AUD 10.1

EUR 70.8

Source: The Riksbank.



Country Hold reserves in A Total reserves AUD Reserves % of Total reserves/ capital inflows???



Original
Reuters

AFR

http://afr.com/p/markets/russia_joins_growing club OzQablsLkKBEKzbwtTYh6L

Regions speculated to have bought Aussie:

Asia Also large fund managers?
South America

Western Europe

Speculation that COFER data on the "other" reserves category is largely AUD is

backed up by turnover data suggesting the Aussie is the 5th most heavily trade

currency in 2010, with traders consensus agreeing that volumes have picked up
since then.


http://afr.com/p/markets/russia_joins_growing_club_OzQabIsLkKBEKzbwtTYh6L
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