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Chair’s foreword

The current upward trend in inflation has prompted the Reserve Bank of Australia
(RBA) to increase the official cash rate to 7.25 - up 75 basis points since the former
committee met with the Bank in August 2007. The RBA has now increased the
cash rate 12 times since 2001; with a total of a 100 basis point increase from
8 August 2007. The April 2008 hearing, therefore, provided a timely opportunity
to scrutinise the RBA’s conduct of monetary policy.

On top of these official rate rises, commercial banks have been raising rates
independently of the RBA. This has placed a heavy load on people struggling with
their mortgages who, at the same time, are facing increasing pressures to pay their
bills. High rate environments which are designed to slow the economy and bring
downward pressure on inflation have a human cost which cannot be ignored.

The committee, taking these issues into account, will continue to scrutinise the
RBA over its conduct of monetary policy and seek the most up to date forecasts for
inflation, growth and rates. The RBA’s forecasts for inflation indicate that
underlying inflation should start moderating from June 2009 and reach about 2.75
percent by December 2010. The public hearing scheduled for 8 September 2008
will be an opportunity for the RBA to report on the most recent data available.

The role of commercial banks in lifting rates independently of the RBA has not
gone unnoticed. The banks have argued the need to increase their rates because of
problems arising from the US sub-prime mortgage crisis and the consequent
increasing cost of credit. These banks should be responsive to the needs of their
customers. At the next hearing, the RBA’s report on credit conditions will be
particularly useful as part of the wider community debate about the actions of
commercial banks.

On behalf of the committee, I would like to thank the Governor of the Reserve
Bank, Mr Glenn Stevens and other representatives of the RBA for appearing at the
hearing on 4 April. The next hearing will be held on 8 September 2008 in
Melbourne.

Craig Thomson MP
Chair
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Terms of reference

The House of Representatives Standing Committee on Economics is empowered
to inquire into, and report on the annual reports of government departments and
authorities tabled in the House that stand referred to the Committee for any
inquiry the Committee may wish to make. The reports stand referred in
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