Economics@ANZ Singapore Update

In response to inflation, the Monetary Authority of Singapore (MAS), in
11 April 2008 its April Monetary Policy Statement released yesterday, moved to re-centre
the exchange rate policy band at the prevailing level of the S$ nominal
effective exchange rate (NEER) with no change to the slope or width of the

Author: band. This effectively allows for a stronger appreciation of the

Singapore dollar to help combat inflation which is at a 26-year high.
Jasmine Robinson , The exchange rate is the central bank’s key tool in maintaining price stability.
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undisclosed trade-weighted basket of currencies. Monetary Policy statements
(released in April and October) provide an update on the MAS’ view on the
economic environment and its take on the direction for the trade-weighted
exchange rate.

Inflation has averaged 6.6% in annual terms over the past two months, and
is likely to remain elevated in the first half of this year as high food and
energy costs together with one-off factors such as the GST hike and a
revision to the annual assessed value of public housing, fuel price pressures.

Markets reacted strongly to the news, with the Singapore dollar moving
sharply upwards against the US dollar and is currently trading at a record
level of USD/SGD1.3576. This is up 1.5% from USD/SGD1.377 prior to the
announcement. A further SGD appreciation is expected over the next
few months as the US dollar also remains under downward pressure.

Nevertheless, our outlook for the Singapore dollar is for a modest
easing in the second half of the year as domestic inflation pressures
moderate and as the US dollar consolidates. Inflation is forecast to ease to
an average annual rate of 4.3% in H2 2008 from 6% in H1 2008 as the
impact of the GST hike which took effect in July 2007 wears off. Also,
commodity prices are expected to ease in response to a softening in global
demand. World growth is forecast to moderate to 3.4% this year and ANZ's
forecast for Singapore is for real GDP to slow to 4% - below its 15-year
average of 6.6%.

Our forecast is for the Singapore dollar to peak at 1.33 against the US
dollar by June 2008 before retreating slightly to 1.36 by end-2008.
This still represents an appreciation of close to 6% against the US dollar since
end-2007.

Singapore: macroeconomic and currency forecasts
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Real GDP growth (% ch)

Inflation (%, yr ava) 1.0 2.1 5.2 2.6

Fiscal Balance™ (% GDP) 0.0 2.7 -0.3 0.1

Current account (% GDP) 27.5 25 24 22
136.2 162.5 175

International reserves (US$ bn)

Currency Forecasts (end-period I

USD/SGD* 1.33 1.34 1.36 1.37
AUD/SGD 1.25 1.23 1.22 1.19
JPY100/SGD 1.30 1.34 1.33 1.30
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Australia and New Zealand Banking Group Limited is represented in:
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10th Floor 100 Queen Street, Melbourne 3000, Australia

Telephone +61 3 9273 6224 Fax +61 3 9273 5711

UNITED KINGDOM by:
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40 Bank Street, Canary Wharf, London, E14 5EJ, United Kingdom
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UNITED STATES OF AMERICA by:

ANZ Securities, Inc. (Member of NASD and SIPC)

6th Floor 1177 Avenue of the Americas

New York, NY 10036, United States of America

Tel: +1 212 801 9160 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 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 for the information of its market counterparties and
intermediate customers only. It is not intended for and must not be distributed to private customers. In the UK, ANZ
is regulated by the FSA. 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 expressed in this document accurately reflect the author’s personal views, including those about any and all
of the securities and issuers referred to herein. The author however makes no representation as to its accuracy or
completeness and the information should not be relied upon as such. All opinions and estimates herein reflect the
author’s judgement on the date of this document and are subject to change without notice. No part of the author's
compensation was, is or will directly or indirectly relate to specific recommendations or views expressed about any
securities or issuers in this document. ANZ, ANZ NZ, ANZ S, their affiliated companies, their respective directors,
officers, and employees disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability,
proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence),
contract, equity or otherwise) out of or in connection with the contents of and/or any omissions from this
communication except where a Liability is made non-excludable by legislation.

Where the recipient of this publication conducts a business, the provisions of the Consumer Guarantees Act 1993 (N2Z)
shall not apply.
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