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CASH RATE OUTLOOK

RBA Board Meeting: Comfortable with the Trend  tuesday, 6 March 2012

Our core view remains that one more easing will be required before a period of cash
rate stability occurs. Monetary conditions have tightened and the financial troubles in
Europe continue to hang over the global economy. One slip in Athens, Brussels or
Berlin could change the landscape for the worse.

Key Points from Today’s Statement
Reserve Bank (RBA) cash rate on hold at 4.25%.

The RBA makes the point that global growth will be below trend in 2012 but is unlikely
to turn into a ‘deep downturn’.

The Governor’s statement notes that in recent weeks, liquidity injections have assisted
the European financial system and that capital markets are supplying funds to
corporations and well-rated banks.

Domestically, the RBA appears content with its view that both economic growth (in
aggregate) and inflation will be close to trend. It has witnessed no material weakening
in demand and therefore considers the current official cash rate to be appropriate.

The statement notes that interest rates for borrowers have risen but also notes they
remain close to their medium term average.

The tone of the Governor's statement was very much in line with last month’s
statement and with the RBA’s most recent full Statement on Monetary Policy.
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The Detail

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 Bank
of Melbourne has a contract to supply Information, the supply of the Information is made under that contract and
Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne does not represent or guarantee that the
Information is accurate or free from errors or omissions and Bank of Melbourne 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 Bank of Melbourne products and details
are available. Bank of Melbourne 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. Bank of Melbourne owns
copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed,
linked or transmitted without the written consent of Bank of Melbourne.

Any unauthorized use or dissemination is prohibited.

Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 141 AFSL 233714 ACL
233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or
falsified.
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