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RBA Confident as Clouds Gather in US plus Special Report 
 
The Kiwi and Aussie have risen overnight following yesterdays forward-talking RBA interest 
rate announcement; the Kiwi is up to trade in the mid 0.73’s against the USD this morning, the 
Aussie is back testing recent highs in to low US$0.91’s while the NZDAUD cross is slightly up 
from yesterday morning following some soft Aussie economic data released pre-RBA 
yesterday (discussed below). The Euro and Pound continued their advance against the US$ 
overnight, the Pound has now climbed against the US$ for 9 days straight, its longest winning 
streak 18 years.  
 
At yesterdays RBA announcement Governor Glenn Stevens held rates steady at 4.50%, as 
widely expected. The accompanying text shone a positive light on the prospects of Australia, 
as they tend to do, although Mr. Stevens did cite enough red flags in the global economy to 
leave rates on hold , we expect the RBA to remain on hold for the rest of the year. The Aussie 
had fallen pre-announcement as a report showed Aussie June building approvals declined 
3.3% (+2.0% expected) and headline retail sales were +0.2% in June vs 0.4% expected 
(although excluding inflationary effect retail activity was up 0.8% vs 0.7% expected so slightly 
better there).  Mr. Stevens expects “on trend” global growth for the coming year; given a 
recent turn down in many indicators, we think this may be optimistic.  
 
The US was last night hit with another bout of poor data overnight: personal income 
measures were flat against expectations of a small rise, factory orders declined by more than 
forecast and pending home sales took a sharp fall. Pending home sales declined by 2.6% in 
June vs expectations of an increase of 4%. Annually, pending home sales are down 20.1% 
from a year ago, nearing the extent of the decline felt at the height of housing troubles late 
2007. Former Fed Chairman Alan Greenspan warned just last week that just below current 
pricing sits a large amount of housing stock that would be “underwater” and foreclosed if the 
market declined much further. As these houses were liquidated, more pressure would come 
on prices and hence more houses would be underwater. This seems the biggest risk to the 
“double-dip” recession in the States and last night’s data does nothing to ease those 
concerns. Last night US stocks declined up to half a percent and US2 year bond yields fell to 
just 0.53%, its lowest yield ever.  
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The NZDAUD cross will be supported as the RBA holds and the RBNZ hikes
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Disclaimer: The Contents of this commentary as set out above is the view and opinion of Tuatara Management Limited only and as 
such Tuatara accepts no responsibility for any losses or damage incurred. 


