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Yesterday, the RBA announced that it would keep the target cash rate steady Sect Al
ector

at 4.35%. Immediately upon the announcement, headlines started screaming Num. constituents 200

the cash rate was being held at its “12 year record high”. Date 30-Apr-24

Now, I’'m all for records, but let’s put this “record” in perspective. While Value 3,032

we’ve all become accustomed to an official rate of 1-2%, this range has only i/lszik range 2,551 /ssz,éis

been around for around ten years. At the end of 1989, the cash rate was Yi:Ird eteap 2. 6%
. ('

17.75%, and prior to 2012, the rate was above 4% for all but 13 months
during the GFC.

Table 1: The old, not new norm

3-year Price Chart

_ Average mm B T e
8,500

1990 14.8% 17.25% 12.00% 8,000
2000 6.0% 6.25% 5.50% e
ol 7,000
2007 6.4% 6.75% 6.25% E oo
2008 (GFC) 6.6% 7.25% 4.25% e
5,500
2009 (GFC) 3.2% 3.75% 3.00% 5,000
Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24
2010 4.4% 4.75% 3.75%
2015 2.1% 2.25% 2.00%
2020 0.3% 0.75% 0.10%
Analysts
2021 0.1% 0.10% 0.10%
Andrew Wilkinson awilkinson@vennbrown.com
2022 1.4% 3.10% 0.10%
2024 4.4% 4.35% 4.35%
Source: RBA

Please refer to the disclaimers at the end of this report.


mailto:awilkinson@vennbrown.com

Markets & Economics Venn Brown

It wasn’t until the peak of the GFC in February 2009 that the cash rate first dropped below
4%, but even then, it was brought back above to 4% in within 13 months (March 2010) and
was held above 4% until May 2012 (See Figure 1). While Australians are struggling with cost of
living pressures and rising mortgage rates, a look back in history shows that the last ten years
have been the anomaly, not the norm.

As shown in Figure 1, the average RBA target cash rate from 1990 to the end of 2007 (18
years) was 6.5%. In the period from 2008 to now (16 years), the cash rate has averaged 2.5%.
Yes, the rates are higher than they’ve been, but they’re not high. While most headlines report
how high interest rates are, a stronger argument is that the current 4.25% more closely
resembles a normal rate and the last 10 years have been the anomaly.

It’s also worth noting that 2007 started with a cash rate of 6.25% and grew to a local high of
7.25% until March 2008. The RBA didn’t start lowering the rate until its September 2008
meeting, after which it dropped the rate by 325 basis points to 3.0% by April 2009. By
October 2009, while the world was still affected by the worst economic downturn since the
Great Depression, interest rates were steadily lifted, peaking at 4.75% in November 2010,
where it stayed for 11 months until November 2011, when it started its ten-year decline.

Figure 1: Pre-GFC, the cash rate averaged 6.5%. Post-GFC cash rate averaged 2.5%
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So, while headlines might be decrying the high interest rates, realistically, the rates have
simply reverted back to the old normal, and probably for the better. The days of free money
are behind us.
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Index performance
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Disclaimers

Disclaimer

Venn Brown Pty Ltd (“Venn Brown” ABN 24 665 561 900, AFS Representative No. 001305730) is a Corporate Authorised Representative of
True Oak Investments Ltd (ABN 81 002558 956, AFSL 238184). The information, opinions and commentary provided by Venn Brown
(“Content”) is prepared by Venn Brown. Any person receiving the Content represents, warrants and confirms that it accepts the
qualifications, limitations and disclaimers set out in this Disclaimer.

All Content is only available for distribution within Australia.

All Content is intended to reflect a summary of the matters described with respect to a particular company that is covered by the Content
(Investment) at a specific point in time. The Content is general only and is not intended to constitute an opinion or recommendation with
respect to the Investment. Anyone viewing the Content must obtain and rely upon their own independent advice and inquiries.

Past performance is not a reliable indicator of future performance. Any reference to past performance is intended to be for general
illustrative purposes only.

The Content does not purport to be complete, accurate or contain all of the information that a person may reasonably require to make an
informed assessment with respect to a particular Investment. The Content may contain forward looking statements in relation to future
matters which are subject to known and unknown risks, uncertainties and other important factors that could cause the actual results,
performance or achievements of the Investment to be materially different from those expressed or implied by the Content.

The Content has been prepared based on information available to Venn Brown at the date the Content is published. All information is
believed to be reliable. However, none of Venn Brown or its related entities (as defined in the Corporations Act 2001 (Cth)) nor any of their
respective directors, officers, employees, advisers or representatives (together “Beneficiaries”) make any express or implied representation
or warranty as to the fairness, accuracy, completeness or correctness of the information in the Content (including, but not to, the
accuracy, likelihood of achievement or reasonableness of any forecast milestones, returns, yields, future income or other statements in
relation to future matters). Nothing contained in the Content can be relied upon as a promise or representation by any Beneficiary.

The Content does not constitute an invitation, recommendation or offer by any Beneficiary in relation to the Investment. The Content is
not a prospectus, product disclosure statement or other disclosure document (as each of those terms are defined in the Corporations Act
2001 (Cth)) and does not contain all of the information that would be contained in a prospectus or other disclosure document prepared
under the Corporations Act 2001 (Cth).

To the maximum extent permitted by law, the Beneficiaries will have no liability for any loss or liability of any kind: (i) arising in respect of
information contained or not contained in the Content; or (ii) arising from a person relying on any information or statement contained
herein.

General Advice Warning

The Content may contain general advice, which is prepared without taking your personal objectives, financial situation or needs into
account. Before acting on any general advice, you should consider the appropriateness of it having regard to your personal objectives,
financial situation and needs. You should obtain and read any prospectus, product disclosure statement or other disclosure document (as
each of those terms are defined in the Corporations Act 2001 (Cth)) before making any decision to acquire a financial product referred to in
the Content. We suggest you seek independent professional advice if in doubt. Please refer to our Financial Services Guide (available at
www.vennbrown.com/disclaimer) for contact information and information about remuneration and associations with product issuers.

Investing in small and medium-cap companies carries inherent risks, with companies being affected by events that may be unforeseeable
and out of management’s control. As an investor, you are solely responsible for your investment decisions.

Financial products are complex and involve a risk of loss, may rise and fall, and are subject to a range of market and economic factors. It is
recommended that you seek professional advice to ensure that trading or investing in such products is suitable for your specific
circumstances and that you obtain, read and understand any applicable prospectus, product disclosure statement or other disclosure
document (as each of those terms are defined in the Corporations Act 2001 (Cth)).
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Disclosure

Venn Brown has been engaged and compensated by the company featured in this report for ongoing research coverage. Venn Brown
receives fees from the company mentioned in the document for research services and other financial services or advice we may provide to
that company. The company has facilitated communication with senior management and provided information on the company and
industry. As part of our due diligence, we have independently and critically reviewed the assistance and information provided by the
company to form the opinions expressed in the report. Diligent care has been taken by the analyst to maintain an honest and fair
objectivity in authoring this report and making any recommendations.

Our representatives or associates may, from time to time, hold interests, transact or hold directorships in, or perform paid services for
companies mentioned herein. Venn Brown and its associates, officers, directors, and employees may hold securities in the companies
mentioned herein and may trade in those securities as principal, potentially contrary to recommendations mentioned in this document.
The analyst has received assistance from the company in preparing the Content.
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