
 

  

 

RBA to cut interest rates soon – NAB brings forward 
timing of the first cut 

 
 

The RBA left the cash rate unchanged at 7.25% at today’s August Board meeting.  However, the Statement from the 
RBA Governor, Glenn Stevens, revealed a pronounced shift in the Reserve’s outlook on the economy. 
 
Significant changes in the Statement were  
• The RBA noted that financial conditions have tightened further over the past couple of months and heightened 

concerns over credit are persisting – reasons to expect the economy to slow further ahead 
• Falling asset prices were added to the list of data adding suggesting the economy will slow further ahead 
• Higher oil prices are adding to inflation but (the next point is new) this is also dampening growth in a number of 

countries – the international backdrop is getting worse 
• Today’s Statement took out the phrase “the inflation outlook remains concerning”, used in the July version 
 
The key change was the addition of the sentence  

“Nonetheless, with demand slowing, the Board’s view is that scope to move towards a less restrictive stance of 
monetary policy in the period ahead is increasing”.   

 
This is a clear and unambiguous assessment from the central bank that it anticipates it will soon be in a position to start 
to cut rates.  This will be designed to move interest rates down from the RBA’s current quite restrictive policy setting to 
around neutral.   
 
We have been saying for some months now that interest rate cuts were coming and our forecast has been the easing 
cycle would begin in the March quarter of 2009. 
 
However, over the past month we have become worried about how quickly the evidence of the slowdown has been 
accumulating and how broadly the slowdown has become evident across the range of economic indicators.  Not the 
least of these has been the sharp deterioration in Business Conditions and plummeting Business Confidence, as 
revealed in our June Quarter Business Survey released last week.   
 
After today’s statement we now expect the RBA to cut rates by at least 50bp by the end of 2008.   
 
In total, we expect rates to be slashed by 125bp over the coming year.   
 
The timing of the first cut remains uncertain but it could be as early as the next RBA Board meeting on 2 September.   
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provide you with investment advice, we are only advising you on the products, services and transactions 
provided by us or an Associate. It is your responsibility to seek further advice if your circumstances change. 
We shall not be responsible for reviewing the suitability of any transaction on an ongoing basis. If we effect a 
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be reproduced without the prior permission of the Bank. Issued by nabCapital, a division of National Australia 
Bank Ltd which has its UK branch (number BR001924) at 88 Wood Street, London EC2V 7QQ and its 
registered office at Level 35, 500 Bourke Street, Melbourne, Victoria 3000, Australia. National Australia Bank 
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current opinion as of the date of this report and is subject to change without notice.  The principals of 
nabCapital Securities, LLC or NAB and/or its affiliates may have a long or short position or may transact in 
the securities referred to herein or hold or transact derivative instruments, including options, warrants or rights 
with securities, or may act as a market maker in the securities discussed herein and may sell such securities 
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purchase or sale of the securities described herein or for any other action.  It is intended for the information of 
clients only and is not for publication in the press or elsewhere. 

 

2 


	 RESEARCH CONTACTS
	IMPORTANT NOTICES

