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Minutes of the May RBA Board Meeting 

A Close Decision? 

 In the minutes of the RBA May board meeting, we gained some further insights behind the 
decision to lower official interest rates by 25 basis points to 1.75%. 

 The most interesting highlight was that the decision to lower rates was close. Importantly, 
members “discussed the merits of adjusting policy at this meeting or awaiting further 
information before acting”. The fact that the RBA considered waiting to lower rates suggests 
that the RBA was not thinking of successive rate cuts at the time of the May meeting. The RBA 
did not appear to have in mind a follow up rate cut. 

 What tipped the RBA over the line was likely the evidence that there were persistent factors 
keeping inflation low, although there were temporary factors keeping down prices in the March 
quarter. Reasons for the decision to cut rates however were largely as expected, including the 
downward revision of CPI and broad-based weakness in price pressures. Moreover, the RBA 
appeared more comfortable regarding developments in the housing market. 

 On the domestic economy, the RBA continued with a broadly similar tone to previous 
commentary. The RBA highlighted that “the outlook for economic activity and unemployment 
had been little changed”. 

 While the close decision in May suggests a June rate cut is less likely, it does not rule out a rate 
cut further down the track, particularly if we receive further evidence of very low inflation. 
While non-mining sectors of the domestic economy continue to recover, the weak inflation 
outlook and the question marks around the global economy suggests that another rate cut 
remains on the cards. We are pencilling August as the most likely timing for one to occur. 
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members “discussed the merits of adjusting policy at this meeting or awaiting further information 
before acting”. The fact that the RBA considered waiting to lower rates suggests that the RBA was 
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quarter.  

Reasons for the decision to cut rates however were largely as expected and as outlined in the 
RBA’s accompanying statement and Statement on Monetary Policy. The major rationale was due 
to the downward revision of CPI and broad-based weakness in price pressures. Moreover, the RBA 
appeared more comfortable regarding developments in the housing market.   

On the domestic economy, the RBA continued with a broadly similar tone to previous 
commentary, notwithstanding concerns regarding the appreciating Australian dollar. The AUD has 
fallen slightly since the meeting in both US dollar terms (from 74.6 US cents to 73.5 US cents) and 
in trade-weighted terms (from 62.7 to 61.4), and should therefore be even more encouraged by 
that development. The RBA highlighted that “the outlook for economic activity and 
unemployment had been little changed”.  

The RBA’s concerns regarding the global economy, however, appeared to have edged up a notch, 
particularly around Asian economies. Growth of major trading partners was likely to be “a little 
softer than previously expected” and there was discussion surrounding some of the medium term 
risks for China.  

Outlook for Monetary Policy 

The close decision by the RBA in May lowers the chance that the RBA is close to cutting rates again 
as soon as June. However, it does not rule out a rate cut further down the track, particularly if we 
receive further evidence of very low inflation.  

While non-mining sectors of the domestic economy continue to recover, the weak inflation 
outlook and the question marks around the global economy suggests that another rate cut 
remains on the cards. We are pencilling August as the most likely timing for one to occur.   
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The Detail 
 
The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not 
comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives 
or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be 
made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply 
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne 
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in 
relation to the Information and liability for any reliance on investment decisions made using the Information. The Information is subject to change. 
Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its officers, agents or employees 
(including persons involved in preparation of the Information) may have financial interests in the markets discussed in the Information. Bank of 
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or 
transmitted without the written consent of Bank of Melbourne. 

 
  
Any unauthorized use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 141 
AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified. 
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