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The Commonwealth Bank Aussie Dollar Barometer tracks medium-sized exporters’ and importers’ exposure to foreign
exchange risk. The Barometer also measures expectations for AUD/USD and businesses’ hedging plans for managing
foreign exchange risk.

The Aussie Dollar Barometer reveals that most importers and exporters are working on the assumption of ongoing
increases in AUD/USD this year.

Around 78% of importers expect to increase their AUD/USD exposure. However, only a small proportion of importers
plan to hedge their exposure. If our forecasts for a lower AUD/USD are right, many importers will be exposed to higher
costs.
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Aussie dollar exposures

The Aussie Dollar Barometer indicates most businesses expect to
increase their AUD/USD exposure in the next three months (blue bars in
chart 3). Increases in exposure are an indicator of future business
expansion.

B Around 78% of importers and businesses that both export and import
expect to increase their AUD/USD exposure. The average increase
in exposure amongst importers is 21.1% (red bar in chart 3). The
average increase in exposure amongst businesses that both export
and import is 11.6%.

B By contrast, a little more than half of exporters expect to increase their
AUD/USD exposure. The average increase in exposure is 24.4%.

Managing Aussie dollar exposures

The increasing trade and financial links between Australia and the rest of
the world and higher volatility in foreign exchange markets has made
managing foreign exchange exposure important. The Aussie Dollar
Barometer shows a majority of businesses do not plan to hedge their
exposure to AUD/USD (red bars in chart 4).

B Only 38.8% of importers plan to hedge their AUD/USD exposure (blue
bars in chart 4). Of those importers that plan to hedge, only 39.3% of
their exposure will be hedged.

B Only 49.2% of exporters plan to hedge their AUD/USD exposure.
However, of those exporters that plan to hedge, 77.8% of their
exposure will be hedged.

B Only 51.2% of businesses that both import and export plan to hedge
their AUD/USD exposure. However, 64.4% of their exposure will be
hedged.

Influences on hedging AUD/USD exposure

The Aussie Dollar Barometer reveals recent movements and volatility in
AUD/USD are the dominant influence on the decision to hedge
exposures (blue bars in chart 5). Another influence in the decision to
hedge foreign exchange exposures is forecasts of AUD/USD. The
upshot is medium-sized businesses are reactive, rather than proactive, in
managing foreign exchange exposure.

Key “take-away” from the Aussie Dollar Barometer

Based on the Aussie Dollar Barometer and our own forecasts of AUD, we
believe importers are leaving themselves exposed to higher costs.
Importers are working on the assumption of ongoing increases in
AUD/USD over the year, have rising AUD/USD exposure but plan to
hedge only a small proportion of their exposure.
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About the Commonwealth Bank Aussie Dollar Barometer

The Commonwealth Bank Aussie Dollar Barometer is prepared every three months based on a survey conducted by East &
Partners. East & Partners is a market research and advisory firm.

For the April 2010 edition of the Commonwealth Bank Aussie Dollar Barometer, East & Partners interviewed over 600
businesses turning over AUD 5-500 million per year. Businesses were asked a range of questions about their exposure to
and views about AUD/USD. The charts below provide information on survey sample.

East & Partners surveyed businesses from 6" to 16™ April 2010. The average value for AUD/USD during the survey period
was 93 US cents.

SAMPLE BY TURNOVER COHORT SAMPLE BY STATE
(% of enterprises) (% of enterprises)

B NSW
B A$5-25m

BvIC
" A$25-150m

" QLD
5 A$150-500m

B Other

Our forecasts

We expect the Australian dollar to ease against a range of currencies over the year. Despite likely higher interest rates in
Australia, we predict that yields will begin to catch up with Australia this year. We expect the US Federal Reserve to begin
lifting its policy interest rate from August this year.

End period
Jun-10 Sep-10 Dec-10 Mar-11
AUD-USD 0.95 0.92 0.90 0.88
AUD-EUR 0.70 0.69 0.69 0.69
AUD-NZD 1.28 1.28 1.25 1.24
AUD-GBP 0.59 0.59 0.58 0.56
AUD-JPY 88 87 88 88
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