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Important information 

This advice has been prepared without considering your objectives, financial situation or needs, and 
before acting on the advice, you should consider its appropriateness to your circumstances. 

 

Commonwealth Bank of Australia (“CBA”) as a provider of investment, borrowing and other financial 
services undertakes financial transactions with many corporate entities in Australia. This may include 
any corporate issuer referred to in this report. 

 
For US and US investors: If you would like to speak to someone regarding the subject securities or 
issuer(s) described in this report, please contact Commonwealth Australia Securities LLC (“CAS”), a 
broker-dealer registered under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”) and a 
member of The Financial Industry Regulatory Authority, ( “FINRA”) at 1 (212) 848-9307.  This report 
was prepared, approved, published, and distributed in the USA by Commonwealth Australia Securities 
LLC (“CAS”).  CBA is not registered as a broker-dealer under the Exchange Act and is not a member 
of the FINRA or any U.S. self-regulatory organization.    Please see further disclaimers at the back of 
this document. 

 

Please also view our website at www.research.commbank.com.au for a more detailed disclaimer. 
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Global backdrop 

 Market participants have sold shares and commodities and bought safe government bonds. 

Wall of worry 
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Global backdrop 

 Market participants are becoming 

concerned about the outlook for the 

global economy. 

 

 But total global growth is expected to be 

close to average because of emerging 

economies. 

Lower expectations 
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Global backdrop 

Problems in Europe and US 
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 European banks do not trust each other.  US economy is weaker than initially thought. 
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Global backdrop 

Offshore matters 
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 Offshore influences are very 

important for AUD. 

 

 Recently, AUD has been on a 25 US 

cent round trip. 

 
■ USD 1.10 down to USD 0.95, then  

■ USD 0.95 up to USD 1.05. 
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Australian economy 

Multi-speed 
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 RBA expects above-trend growth: resources sector account for ⅔ of all growth. 

 Mining to expand at ≈16%pa; non-mining economy to grow at just 1½%pa. 
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Australian economy 

Cautious consumer? 
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 Consumers are spending, just not in the shops. 

 Housing is held back by low affordability. 
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Australian economy 

Tight labour market 
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 Our tight labour market plus poor productivity performance is putting upward pressure on 

businesses costs and inflation. 
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Australian economy 

Cash rate on hold 

 Domestic inflation pressures justify rate 

hike. 

 

 But risks around Europe raise risk of a 

cut. 

 

 Bottom line: on hold for now. 

 

 The money market is continually pricing 

in steep near term rates cuts that the 

RBA has not delivered. 
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Exchange rate 

Our FX forecasts 

End period

Dec-11 Mar-12 Jun-12 Sep-12 Dec-12 Mar-13

AUD-USD 1.04 1.07 1.08 1.08 1.08 1.05

AUD-EUR 0.75 0.75 0.75 0.75 0.76 0.74

AUD-NZD 1.27 1.29 1.29 1.29 1.29 1.28

AUD-GBP 0.65 0.66 0.66 0.66 0.67 0.65

AUD-JPY 80 82 83 84 85 84

AUD-CAD 1.04 1.06 1.06 1.06 1.06 1.03

AUD-CHF 0.90 0.90 0.91 0.91 0.92 0.89

AUD-SGD 1.24 1.26 1.26 1.26 1.29 1.27
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Exchange rate 

Highly liquid 

Global currency market turnover

Daily averages in April 2010, % of total

EUR/USD 28

USD/JPY 14

GBP/USD 9

AUD/USD 6

USD/CAD 5

USD/CHF 4

EUR/JPY 3

EUR/GBP 3

EUR/CHF 2

USD/SEK 1

Source: Bank for International Settlements (2010)

 AUD/USD is the fourth most liquid 

currency pair. 

 

 



14 

Exchange rate 

 AUD is most liquid commodity currency. 

 AUD is used as a proxy for emerging Asia because it is the most liquid currency in Asia 

(outside of JPY). 

Foreign influences matter 
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Exchange rate 

 Trends in the USD against major currencies 

■ USD to remain strong into end of 2011 but soften a touch in 2012 because of policy easing by 

the Fed 

 

 

 Interest rate spreads 

■ Not as useful for predicting AUD compared to the past 

 

 

 Commodity prices 

■ Chinese growth returns to „normal‟ growth; commodity prices ease from extremes 

 

The Big Three 
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Exchange rate 

 Global economic growth and global mining and energy prices are being driven by 

emerging East Asia.   

 

 

World economy is changing 
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Exchange rate 

 We expect commodity prices to ease 

gradually but remain at a very high 

level. 

 

 We predict AUD will average 0.96 

over the next five years. 

Structural break in commodity prices 
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Aussie Dollar Barometer 

 The point of pain for small and medium businesses is 91-100 US cents. 

 Exporters are planning to cut jobs. 

Is the high Australian dollar biting? 
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Aussie Dollar Barometer 

 Hedging is used by more importers to hedge more currency exposure. 

 

 

Hedging plans 
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Aussie Dollar Barometer 

 Hedging is generally judged to be successful while not hedging is generally judged to 

not be successful. 

 

 

Successful? 
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Aussie Dollar Barometer 

 Importers are very optimistic about the 

AUD – expecting it to reach US$1.23 by 

the end of the year. 

 

 CBA is not as optimistic. 

 

Bullish 
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Important information - Disclaimer 

Please view our website at www.research.commbank.com.au. The Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and its subsidiaries, 

including Commonwealth Securities Limited ABN 60 067 254 399 AFSL 238814 ("CommSec"), Commonwealth Australia Securities LLC, CBA Europe Ltd and Global Markets 

Research, are domestic or foreign entities or business areas of the Commonwealth Bank Group of Companies (CBGOC). CBGOC and their directors, employees and 

representatives are referred to in this Appendix as “the Group”. This report is published solely for informational purposes and is not to be construed as a solicitation or an offer to 

buy any securities or financial instruments. This report has been prepared without taking account of the objectives, financial situation and capacity to bear loss, knowledge, 

experience or needs of any specific person who may receive this report. No member of the Group does, or is required to, assess the appropriateness or suitability of the report for 

recipients who therefore do not benefit from any regulatory protections in this regard. All recipients should, before acting on the information in this report, consider the 

appropriateness and suitability of the information, having regard to their own objectives, financial situation and needs, and, if necessary seek the appropriate professional, foreign 

exchange or financial advice regarding the content of this report. We believe that the information in this report is correct and any opinions, conclusions or recommendations are 

reasonably held or made, based on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 

to accuracy, reliability or completeness of any statement made in this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without 

notice and may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by the Group. We are under no obligation to, and do not, update or 

keep current the information contained in this report. The Group does not accept any liability for any loss or damage arising out of the use of all or any part of this report. Any 

valuations, projections and forecasts contained in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties. Different 

assumptions and estimates could result in materially different results. The Group does not represent or warrant that any of these valuations, projections or forecasts, or any of the 

underlying assumptions or estimates, will be met. Past performance is not a reliable indicator of future performance. The Group has provided, provides, or seeks to provide, 

investment banking, capital markets and/or other services, including financial services, to the companies described in the report and their associates. This report is not directed to, 

or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, 

publication, availability or use would be contrary to law or regulation or which would subject any entity within the Group to any registration or licensing requirement within such 

jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to the Group. None of the material, nor its content, nor any copy of it, 

may be altered in any way, transmitted to, copied or distributed to any other party, without the prior written permission of the appropriate entity within the Group. In the case of 

certain products, the Bank or one of its related bodies corporate is or may be the only market maker. The Group, its agents, associates and clients have or have had long or short 

positions in the securities or other financial instruments referred to herein, and may at any time make purchases and/or sales in such interests or securities as principal or agent, 

including selling to or buying from clients on a principal basis and may engage in transactions in a manner inconsistent with this report.

US Investors:  

If you would like to speak to someone regarding the subject securities described in this report, please contact Commonwealth Australia Securities LLC (the “US Broker-Dealer”), a 

broker-dealer registered under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”) and a member of the Financial Industry Regulatory Authority (“FINRA”) at 1 (212) 

336-7737. This report was prepared, approved and published by Global Markets Research, a division of Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 

("the Bank") and distributed in the U.S. by the US Broker-Dealer. The Bank is not registered as a broker-dealer under the Exchange Act and is not a member of FINRA or any U.S. 

self-regulatory organization. Commonwealth Australia Securities LLC (“US Broker-Dealer”) is a wholly owned, but non-guaranteed, subsidiary of the Bank, organized under the 

laws of the State of Delaware, USA, with limited liability. The US Broker-Dealer is not authorized to engage in the underwriting of securities and does not make markets or 

otherwise engage in any trading in the securities of the subject companies described in our research reports. The US Broker-Dealer is the distributor of this research report in the 

United States under Rule 15a-6 of the Exchange Act and accepts responsibility for its content. Global Markets Research and the US Broker-Dealer are affiliates under common 

control. Computation of 1% beneficial ownership is based upon the methodology used to compute ownership under Section 13(d) of the Exchange Act. The securities discussed in 

this research report may not be eligible for sale in all States or countries, and such securities may not be suitable for all types of investors. Offers and sales of securities discussed 

in this research report, and the distribution of this report, may be made only in States and countries where such securities are exempt from registration or qualification or have 

been so registered or qualified for offer and sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing requirements. The preparer of this 

research report is employed by Global Markets Research and is not registered or qualified as a research analyst, representative, or associated person under the rules of FINRA, 

the New York Stock Exchange, Inc., any other U.S. self-regulatory organization, or the laws, rules or regulations of any State. 
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Important information - Disclaimer 

European Investors:  

This report is published, approved and distributed in the UK by the Bank and by CBA Europe Ltd (“CBAE”). The Bank and CBAE are both registered in England (No. BR250 and 

05687023 respectively) and authorised and regulated in the UK by the Financial Services Authority (“FSA”). This report does not purport to be a complete statement or summary. 

For the purpose of the FSA rules, this report and related services are not intended for retail customers and are not available to them. The products and services referred to in this 

report may put your capital at risk. Investments, persons, matters and services referred to in this report may not be regulated by the FSA. CBAE can clarify where FSA 

regulations apply. 

Singapore Investors:  

This report is distributed in Singapore by Commonwealth Bank of Australia, Singapore Branch (company number F03137W) and is made available only for persons who are 

Accredited Investors as defined in the Singapore Securities and Futures Act and the Financial Advisers Act. It has not been prepared for, and must not be distributed to or 

replicated in any form, to anyone who is not an Accredited Investor.

Hong Kong Investors:  

This report was prepared, approved and published by the Bank, and distributed in Hong Kong by the Bank's Hong Kong Branch. The Hong Kong Branch is a registered institution 

with the Hong Kong Monetary Authority to carry out the Type 1 (Dealing in securities) and Type 4 (Advising on securities) regulated activities under the Securities and Futures 

Ordinance. Investors should understand the risks in investments and that prices do go up as well as down, and in some cases may even become worthless. Research report on 

collective investment schemes which have not been authorized by the Securities and Futures Commission is not directed to, or intended for distribution in Hong Kong. 

All investors:  

Analyst Certification and Disclaimer: Each research analyst, primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each 

security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers; and (2) no 

part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the report. The 

analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering, 

synthesizing, and interpreting market information. Directors or employees of the Group may serve or may have served as officers or directors of the subject company of this 

report. The compensation of analysts who prepared this report is determined exclusively by research management and senior management (not including investment banking). 

No inducement has been or will be received by the Group from the subject of this report or its associates to undertake the research or make the recommendations. The research 

staff responsible for this report receive a salary and a bonus that is dependent on a number of factors including their performance and the overall financial performance of the 

Group, including its profits derived from investment banking, sales and trading revenue. 

Unless agreed separately, we do not charge any fees for any information provided in this presentation. You may be charged fees in relation to the financial products or other 

services the Bank provides, these are set out in the relevant Financial Services Guide (FSG) and relevant Product Disclosure Statements (PDS). Our employees receive a salary 

and do not receive any commissions or fees. However, they may be eligible for a bonus payment from us based on a number of factors relating to their overall performance 

during the year. These factors include the level of revenue they generate, meeting client service standards and reaching individual sales portfolio targets. Our employees may 

also receive benefits such as tickets to sporting and cultural events, corporate promotional merchandise and other similar benefits. If you have a complaint, the Bank‟s dispute 

resolution process can be accessed on 132221.

 


