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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 June 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 concerns that the Greek government would fail to 

pass critical austerity packages which would open the door 

to the possibility of an immediate default peaked in mid-

June, sending yields on 2 year Greek government bond yields 

above 30% p.a. at one point. 

Credit rating agencies S&P and Moody’s both downgraded 

the country’s credit rating by multiple notches, leaving it 

only marginally above a default classification. 

Domestically, hawkish commentary from the RBA early in 

the quarter was reflected in consensus forecasts factoring in 

monetary tightening at some stage within Q3. However, 

persistent softening in economic data, suggesting a lack of 

momentum in domestic demand, weighed on economists, 

and as a result, consensus expectations for growth in the 

Australian economy have been revised sharply down. This, 

coupled with heightened concerns around key 

developments, caused the market to price in the chance of 

a monetary policy easing in Australia, with a full 0.25% rate cut priced in before the end of the year in the days leading up to the 

passing of the Greek austerity package. Despite this, policymakers have maintained an upbeat assessment of medium term 

economic growth prospects, holding their conviction that the benefits of the mining boom will filter through to households and 

the broader economy, suggesting that the RBA retain a slight tightening bias.

Outlook
At the early July 2011 board meeting the Reserve Bank of Australia left the cash rate target on hold at 4.75% as expected. The 

Consumer Price Index is due for release towards the end of July 2011 and is likely to drive pricing for future Reserve Bank moves.
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