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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 Australia Bank Bill Yields
Domestically, data released during the quarter %
suggests the economy continues to grow solidly, 5.5
aided by a significant expansion in business

investment in the latter part of 2009. Against this 5.0
backdrop the RBA continued the process of returning

interest rates back to normal setting, raising rates in 45
March by 25bps. The RBA leaves little doubt that

further rate rises are likely over coming months as the 4.0
Bank continues the process of moving interest rates

in the economy back to their average level. Should the

labour market continue to strengthen or inflation rise 35
to the high side of the Banks forecast, then rates
could be raised to a slightly restrictive setting (around
5%) by the end of the year.

3.0

Outlook

Going forward some fund managers expect further

rebound in global economic activity, most notably in

the US and Asia. Continuing to hold the view the RBA has to carry on tightening rates to keep the growth path under control, this
should maintain pressure on short term rates. With the expected continued pressure on global rates, some still see a risk for an
increase in yields in the short term.
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