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The Commonwealth Bank Aussie Dollar Barometer
 The high A$ is modestly reducing businesses appetite to borrow, though the impacts differ by business size and type. 

 A remarkable 99.6% of businesses that reported they would hedge in fact did so. 

 One of the clear findings of the Barometer is increased hedging, particularly among smaller businesses. 
 

A$ and borrowing appetite 

The Aussie Dollar Barometer reveals the high A$ is modestly reducing 
businesses appetite to borrow (green bar in chart 1).  However, the 
impact on borrowing appetite is markedly different by business type.  It 
appears the high $A is reducing the international competitiveness of 
exporters, sapping appetite to borrow.  A net 41% of exporters report 
the high A$ is decreasing their appetite to borrow (second blue bar in 
chart 1).  By contrast, a net 55% of importers report the high A$ is 
increasing their appetite to borrow (third blue bar in chart 1). 

The impact on borrowing appetite also markedly differs by business 
size.  For example, a net 25% of businesses with annual turnover of $5-
25 million report the high A$ is decreasing borrowing appetite (bottom 
brown bar in chart 1).  At the other end of the spectrum, a net 14% of 
businesses with annual turnover above $500 million report the high A$ is 
boosting borrowing appetite (top brown bar in chart 1).  Among large 
businesses, the consumer discretionary (excluding media) and staples 
sector reports the weakest appetite to borrow (chart 2).   

The negative impact on the consumer sector’s borrowing appetite is 
consistent with previous Barometers.  The previous Barometer showed 
the high A$ is significantly reducing capital spending plans by the 
consumer sector.  In contrast to the results for the consumer sector, the 
current Barometer shows the high A$ appears to encourage borrowing 
by financials (predominantly asset managers and insurance), industrials 
and resources sectors. 

A$ predictions 

The Aussie Dollar Barometer reveals that businesses expect the A$ to 
remain north of parity against the US$ in 2012. 

Small businesses with annual turnover of $5-25 million are the most 
bullish about the A$.  These businesses expect the A$ to peak at 
US$ 1.12 by the end of September 2012 (blue line in chart 3).  Other 
small and medium businesses have similar views on the strength of the 
A$ this year.  By contrast, large businesses with annual turnover of at 
least $500 million predict the A$ will start easing in September and end 
the year at US$ 1.03 (purple line in chart 3). 

The average importer expects the A$ to peak at US$ 1.11 by the end of 
September 2012.  By contrast, exporters expect the A$ to peak at 
US$ 1.07 by the end of March 2012.  
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Hedging 

Over the past year, the Barometer has revealed the different ways 
Australian businesses are responding to the high A$: adjusting 
investment spending, changing workforce size and establishing offshore 
operations.  Another way businesses manage currency risk is through 
hedging.  One clear finding of the Barometer is the trend towards 
increased plans to hedge, particularly among smaller businesses.  For 
example, 68% of businesses with annual turnover of $25-150 million 
planned to hedge in February 2012 compared to 40% in July 2010 (red 
line in chart 4). 

We have used the Barometer to track whether plans to hedge US$ 
exposures are translated into hedging action.  Of the 553 businesses 
surveyed in the previous Barometer that planned to hedge, the current 
Barometer reveals only two businesses did not execute their plans to 
hedge.  That is a remarkable 99.6% of businesses that reported they 
would hedge in fact did so. 

Influences on hedging 

The Aussie Dollar Barometer reveals recent movements and volatility in 
the AUD/USD are the dominant influence on the amount currency 
exposure to hedge (blue bars in chart 5).  Another, much smaller, 
influence is forecasts of AUD/USD.  The upshot is businesses are 
reactive, rather than proactive, in managing foreign exchange exposure.  
Compared to April 2010, recent movements in the A$ and volatility are 
an even more important influence on the amount currency exposure to 
hedge. 

 

 

About the Aussie Dollar Barometer 

The Commonwealth Bank Aussie Dollar Barometer is prepared every three months based on a survey conducted by East & 
Partners.  East & Partners is a market research and advisory firm. 

For the February 2012 edition of the Commonwealth Bank Aussie Dollar Barometer, East & Partners interviewed almost 900 
businesses turning over at least A$ 5 million per year.  The interviews took place between 13-17 February.  Businesses 
were asked a range of questions about their exposure to and views about the US$.  The charts provide details on the 
survey sample. 
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Please view our website at www.research.commbank.com.au. The Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and its 
subsidiaries, including Commonwealth Securities Limited ABN 60 067 254 399 AFSL 238814 ("CommSec"), Commonwealth Australia Securities LLC, CBA Europe Ltd 
and Global Markets Research, are domestic or foreign entities or business areas of the Commonwealth Bank Group of Companies (CBGOC). CBGOC and their 
directors, employees and representatives are referred to in this Appendix as “the Group”. This report is published solely for informational purposes and is not to be 
construed as a solicitation or an offer to buy any securities or financial instruments. This report has been prepared without taking account of the objectives, financial 
situation and capacity to bear loss, knowledge, experience or needs of any specific person who may receive this report. No member of the Group does, or is required 
to, assess the appropriateness or suitability of the report for recipients who therefore do not benefit from any regulatory protections in this regard. All recipients 
should, before acting on the information in this report, consider the appropriateness and suitability of the information, having regard to their own objectives, financial 
situation and needs, and, if necessary seek the appropriate professional, foreign exchange or financial advice regarding the content of this report. We believe that the 
information in this report is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information available at the time of 
its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of any statement made 
in this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice and may differ or be contrary to the opinions, 
conclusions or recommendations expressed elsewhere by the Group. We are under no obligation to, and do not, update or keep current the information contained in 
this report. The Group does not accept any liability for any loss or damage arising out of the use of all or any part of this report. Any valuations, projections and 
forecasts contained in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions and 
estimates could result in materially different results. The Group does not represent or warrant that any of these valuations, projections or forecasts, or any of the 
underlying assumptions or estimates, will be met. Past performance is not a reliable indicator of future performance. The Group has provided, provides, or seeks to 
provide, investment banking, capital markets and/or other services, including financial services, to the companies described in the report and their associates. This 
report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject any entity within the Group to any 
registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to the 
Group. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior 
written permission of the appropriate entity within the Group. In the case of certain products, the Bank or one of its related bodies corporate is or may be the only 
market maker. The Group, its agents, associates and clients have or have had long or short positions in the securities or other financial instruments referred to herein, 
and may at any time make purchases and/or sales in such interests or securities as principal or agent, including selling to or buying from clients on a principal basis 
and may engage in transactions in a manner inconsistent with this report. 

US Investors: If you would like to speak to someone regarding the subject securities described in this report, please contact Commonwealth Australia Securities LLC 
(the “US Broker-Dealer”), a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”) and a member of the Financial Industry 
Regulatory Authority (“FINRA”) at 1 (212) 336-7737. This report was prepared, approved and published by Global Markets Research, a division of Commonwealth 
Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") and distributed in the U.S. by the US Broker-Dealer. The Bank is not registered as a broker-dealer 
under the Exchange Act and is not a member of FINRA or any U.S. self-regulatory organization. Commonwealth Australia Securities LLC (“US Broker-Dealer”) is a 
wholly owned, but non-guaranteed, subsidiary of the Bank, organized under the laws of the State of Delaware, USA, with limited liability. The US Broker-Dealer is not 
authorized to engage in the underwriting of securities and does not make markets or otherwise engage in any trading in the securities of the subject companies 
described in our research reports. The US Broker-Dealer is the distributor of this research report in the United States under Rule 15a-6 of the Exchange Act and 
accepts responsibility for its content. Global Markets Research and the US Broker-Dealer are affiliates under common control. Computation of 1% beneficial 
ownership is based upon the methodology used to compute ownership under Section 13(d) of the Exchange Act. The securities discussed in this research report may 
not be eligible for sale in all States or countries, and such securities may not be suitable for all types of investors. Offers and sales of securities discussed in this 
research report, and the distribution of this report, may be made only in States and countries where such securities are exempt from registration or qualification or 
have been so registered or qualified for offer and sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing requirements. The 
preparer of this research report is employed by Global Markets Research and is not registered or qualified as a research analyst, representative, or associated person 
under the rules of FINRA, the New York Stock Exchange, Inc., any other U.S. self-regulatory organization, or the laws, rules or regulations of any State. 

European Investors: This report is published, approved and distributed in the UK by the Bank and by CBA Europe Ltd (“CBAE”). The Bank and CBAE are both 
registered in England (No. BR250 and 05687023 respectively) and authorised and regulated in the UK by the Financial Services Authority (“FSA”). This report does not 
purport to be a complete statement or summary. For the purpose of the FSA rules, this report and related services are not intended for retail customers and are not 
available to them. The products and services referred to in this report may put your capital at risk. Investments, persons, matters and services referred to in this report 
may not be regulated by the FSA. CBAE can clarify where FSA regulations apply.  

Singapore Investors: This report is distributed in Singapore by Commonwealth Bank of Australia, Singapore Branch (company number F03137W) and is made 
available only for persons who are Accredited Investors as defined in the Singapore Securities and Futures Act and the Financial Advisers Act. It has not been 
prepared for, and must not be distributed to or replicated in any form, to anyone who is not an Accredited Investor. 

Hong Kong Investors: This report was prepared, approved and published by the Bank, and distributed in Hong Kong by the Bank's Hong Kong Branch. The Hong 
Kong Branch is a registered institution with the Hong Kong Monetary Authority to carry out the Type 1 (Dealing in securities) and Type 4 (Advising on securities) 
regulated activities under the Securities and Futures Ordinance. Investors should understand the risks in investments and that prices do go up as well as down, and in 
some cases may even become worthless. Research report on collective investment schemes which have not been authorized by the Securities and Futures 
Commission is not directed to, or intended for distribution in Hong Kong.  

All investors: Analyst Certification and Disclaimer: Each research analyst, primarily responsible for the content of this research report, in whole or in part, certifies that 
with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those 
securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by 
that research analyst in the report. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales personnel and other 
constituencies for the purpose of gathering, synthesizing, and interpreting market information. Directors or employees of the Group may serve or may have served as 
officers or directors of the subject company of this report. The compensation of analysts who prepared this report is determined exclusively by research management 
and senior management (not including investment banking). No inducement has been or will be received by the Group from the subject of this report or its associates 
to undertake the research or make the recommendations. The research staff responsible for this report receive a salary and a bonus that is dependent on a number of 
factors including their performance and the overall financial performance of the Group, including its profits derived from investment banking, sales and trading 
revenue.  

Unless agreed separately, we do not charge any fees for any information provided in this presentation. You may be charged fees in relation to the financial products or 
other services the Bank provides, these are set out in the relevant Financial Services Guide (FSG) and relevant Product Disclosure Statements (PDS). Our employees 
receive a salary and do not receive any commissions or fees. However, they may be eligible for a bonus payment from us based on a number of factors relating to 
their overall performance during the year. These factors include the level of revenue they generate, meeting client service standards and reaching individual sales 
portfolio targets. Our employees may also receive benefits such as tickets to sporting and cultural events, corporate promotional merchandise and other similar 
benefits. If you have a complaint, the Bank’s dispute resolution process can be accessed on 132221. 

Unless otherwise noted, all data is sourced from Australian Bureau of Statistics material (www.abs.gov.au). 
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