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A note from our legal team
This market report has been prepared by Virgin Money Financial Services Pty Ltd ABN 51 113 285 395 AFSL 286869 (VMFS) for The Trust Company (Superannuation) 
Limited ABN 49 006 421 638 AFSL 235153 RSE L0000635 as Trustee for Virgin Superannuation ABN 88 436 608 094. This information is current as at 30 September 
2011. You should consider the Product Disclosure Statement, which can be found on our website. Please note this information does not constitute personal financial 
product advice, and you may wish to consult your financial advisor before making a decision about whether Virgin Super fits your objectives, financial situation and 
needs. The information is based on reports provided by Macquarie investment Management Limited ABN 66 002 867 003 AFSL 237492. We haven’t verified its 
accuracy so we can’t guarantee that it is correct, and accept no liability for inaccuracies, errors or omissions. It is very important note this information is general market 
commentary only and past performance is not indicative of future performance. The opinions, estimates and other forward looking statements are subject to various 
risks and uncertainties. It is impossible to predict future events and results, so actual events or results may differ significantly from those mentioned.

Cash & fixed interest are generally considered relatively low risk investments when compared to 
shares and property. Consequently the expected returns are lower, and modest returns are 
generally made over long time periods. One thing to bear in mind is inflation. For example, if the 
interest rate earned on a cash investment is 5% p.a. and the annual inflation rate is 3% p.a., the 
real return is 2% p.a

Quarter Review
Market sentiment towards Europe fluctuated throughout 

the quarter, generally driven by the speculation of a solution 

to the sovereign debt problems afflicting European 

peripheral countries. Recognition of a general weakening  

of European data was signalled by ECB President Trichet  

in September when he stated that the focus was on 

“downside risks”.

The two economic events for the September quarter in the 

US were S&P’s downgrade of the government’s credit rating 

and the announcement of ‘Operation Twist’ which aims to 

extend the maturity profile of the Federal Reserve’s treasury 

holdings. Both of these announcements were met with 

significant disappointment from markets.

Domestically, economic data throughout the September 

quarter continued to soften. The Australian unemployment 

rate increased to 5.3% and business confidence continued 

to deteriorate, reflected sharply in manufacturing, retail and 

wholesale data releases. Consumer confidence persisted to trend lower for the majority of the quarter, however, reversed the trend 

in September with an 8.1% recovery. The Reserve Bank of Australia (RBA) kept rates on hold in the September quarter amidst 

elevated levels of global uncertainty. Going forward this global uncertainty will continue to weigh on the Australian outlook, and 

events in Europe, the US and China will be highly influential. 

Outlook
At the October 2011 board meeting the RBA left the cash rate target on hold at 4.75% but were viewed to have opened the door 

to a rate cut in November. They stated that: “An improved inflation outlook would increase the scope for monetary policy to 

provide some support to demand, should that prove necessary”. Many commentators have interpreted this to mean that the cash 

rate target will be lowered if the next Consumer Price Index release on 26 October is contained should the global outlook continue 

to deteriorate. An easing in monetary policy is a likely scenario.
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