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RBA Sticks to the Sidelines

The Reserve Bank [RBA) stayed on the sidelines today, leaving the cash rate at 4.75% for the
fifth consecutive month. The decision met market expectations.

The accompanying statement was therefore the focus by financial markets. However, the
statement was very similar to the previous statement from the RBA’s March meeting with a few
key updates.

These key updates relate to the Japanese natural disaster, the rise in commodity prices and the
natural disasters over the summer in Australia.

On Japan, the RBA judged it would have a limited impact on the broader Asian region. On
commodity prices, it notes that it is contributing to consumer price inflation rising in many
countries. And on Australia’s natural disasters, it notes that the resumption of coal production
is taking longer than initially expected.

The key economic themes were repeated from previous Statements and the most notable
theme included the strong national income growth coming from the terms of trade.

Overall, today’s Statement does not change our view of the outlook for the cash rate. The next
move in the cash rate is up and this year. But today’'s statement does not cause us to believe
the RBA is any rush to raise rates.

So the $64 question remains the timing of the next move from the RBA. We expect the RBA to
resume raising rates in August, but we would not rule out an earlier move, especially as there
remains some risk that the economy could be recovering strongly around the middle of this
year.
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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. St.George owns copyright in the Information unless
otherwise indicated. The Information should not be reproduced, distributed, linked or transmitted without the
written consent of St. George.
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