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Key News

e European consumer spending, which accounts for almost 60 percent of the economy, fell in the
fourth quarter for the first time in six years, curbing economic growth. (Bloomberg)

e Citigroup May Need Cash as Losses Mount, Dubai Says (Bloomberg)

Key Reports Due (WSJ):

7:45a.m. ICSC Chain Store Sales Index For Mar 1. Previous: +0.5%.
8:55a.m. Redbook Retail Sales Index For Mar 1. Previous: -1.2%.
5:00p.m. ABC/Wash Post Consumer Conf For Mar 2. Previous: -37.

Quotable
“Such as are your habitual thoughts, such also will be the character of your mind; for the soul is dyed
by the thoughts.”

Marcus Aurelius

EX Trading —Is It Over for the Aussie? Doubtful.

Let’s go Down Under to start this fine Tuesday. The Reserve Bank of Australia stepped up and hiked
interest rates another 25 basis points overnight. The benchmark rate now sits at a whopping 7.25% --
towering over the 3% Fed Funds rate here in the U.S. Most other major central bank lending rates
fall short as well.

So you might expect the Aussie dollar to rally on news like this. And it did, just not after the
announcement was made. AUDUSD actually tumbled when the word got out this morning. Right
now it’s working to fight its way back.

The fact is, much of this interest rate decision had already been priced into the Australian dollar.
That’s why the rally came well before last night’s announcement. Prospects of an RBA rate hike
weeks ago have already flowed into the Aussie, and now there’s not enough buying power to give it
that extra oomph.

Additionally, a lackluster report on Australian retail sales and trade deficit could have raised a few
warnings signs. Expectations called for retail sales to move higher; they remained flat in January
from the month prior. Plus, a wider-than-expected increase in the trade deficit isn’t a comforting
feeling. Failing to make hay off strong Chinese demand, for whatever reason, raises some questions.

Needless to say the health of Australia’s economy stands well above the health of the U.S. And that
should eventually allow the Australian to appreciate even further. It just may need a few days to
gather itself.

Make sure you get a good seat for the rest of this week — there’s the potential for some major
fireworks. The Bank of Canada, Reserve Bank of New Zealand, Bank of England, European Central
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Bank, and Bank of Japan are up this week. Most are expected to keep benchmark rates unchanged,
but as always, it will be interesting to see how the market dissects the rhetoric.

And as we wind down the week we’ll eventually get to the U.S. Non-farm payrolls report on Friday.
This big monthly jobs report always has the potential to excite. So stay tuned.

John Ross Crooks Il
Black Swan Capital
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