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DATA SNAPSHOT

RBA Holds its Fire For Now

° The Reserve Bank left the cash rate unchanged at 4.75% today. There were no real
surprises in the accompanying statement; much of it resembled a shorter version of
the statement published after the last RBA meeting. The new material in the
statement was on wages, suggesting to us that the RBA is watching wage
developments closely.

° In its statement the RBA noted that the global economy is continuing to expand,
national income is growing strongly, business balance sheets are being
strengthened and further growth in employment is likely. The subdued spots in the
economy highlighted in the statement related to the household sector and credit
growth.

° There is nothing in today’s Reserve Bank media statement that alters our view that
rate rises will be back on the Reserve Bank’s agenda as soon as May or June.

The Detail:

The Reserve Bank (RBA) left the cash rate unchanged at 4.75% today. The last time the
RBA changed the cash rate was in November last year when it lifted the cash rate by 25bp.
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assessment of the global economy was

more favourable. Also, the RBA notes that “private investment picking up” in place of

“beginning to pick up” that was there last time.

One of the new sentences related to wages and skills shortages. The RBA repeated from
February that employment growth has been strong and that further growth is likely but at
a slower pace. However, the RBA inserted that skills shortages are confined, at this point,
to the resources and related sectors. It also inserted that growth in wages has returned to
rates seen prior to the downturn. The references made to wages suggests to us that the
RBA is watching wage developments closely but is not yet alarmed.

Our long-held view is that rate rises will be back on the RBA’s agenda later this year and
as soon as May or June. There is nothing in today’s RBA statement that alters our view.

Financial markets continue to price in only a small chance of a rate hike before the end of
June (see chart). But we think that these odds will shorten over the next month or two.

Besa Deda - Chief Economist
Ph: (02) 9320 5854 Email: dedabf@stgeorge.com.au
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The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in
Australia. The information may not comply with the laws of another jurisdiction. The Information is general in
nature and does not take into account the particular investment objectives or financial situation of any potential
reader. It does not constitute, and should not be relied on as, financial or investment advice or recommendations
(expressed or implied) and is not an invitation to take up securities or other financial products or services. No
decision should be made on the basis of the Information without first seeking expert financial advice. For persons
with whom St. George has a contract to supply Information, the supply of the Information is made under that
contract and St. George’'s agreed terms of supply apply. St. George does not represent or guarantee that the
Information is accurate or free from errors or omissions and St. George disclaims any duty of care in relation to the
Information and liability for any reliance on investment decisions made using the Information. The Information is
subject to change. Terms, conditions and any fees apply to St. George products and details are available. St.
George or its officers, agents or employees (including persons involved in preparation of the Information) may have
financial interests in the markets discussed in the Information. Copyright in the Information is owned by St.George
unless otherwise indicated. The Information should not be reproduced, distributed, linked or transmitted without
the written consent of St. George.
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