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The world’s smallest continent is also the world’s 
largest island. The history books remember this 
country as ‘New Holland’ as the name was first 
adapted by Dutch seafarers in the 1600’s. At the 
beginning of the nineteenth century the country 
was renamed and we know it today as Australia. 
The southern hemisphere imbues its northern 
brethren with a sense of mystery, a reversal of 
nature’s paradigm and an impossibility of 
distance. It was this distance that inspired it as a 
destination for penal transportation as 
memorialized by countless ballads over the 
lamentable purpose of places like ‘Botany Bay’. It 
was perhaps this geographic distance also that 
helped to keep Australia’s global financial and 
economic influence nestled between the Indian 
and Pacific oceans. Now however, its eucalyptus 
of commerce is blooming from the pruned flora 
of economic weeds.   
 
The Australian economy has, as we have noted 
previously, been broadly spared the horrors of the 
global recession of the past year. We have seen 
global unemployment surge whilst the joblessness 
rate down under has nudged up a paltry one and 
a half percent in the past twelve months. Whilst 
housing prices indiscriminately fell across 
continents, Australian house prices fell just over 
one percent year on year in the second quarter of 
2009. Technically, Australia avoided a recession 
as the country only experienced one quarter of 
economic contraction last year. In the first 
quarter of this year Oz saw GDP rise by 0.4 
percent and by 0.6 percent in the second quarter. 
It’s apparent that Australia is definitely the 
exception amongst global developed economies. 
As a testament to this recessionary obtuseness the 
Central Bank of Australia (CBA) became the first 
G20 country to implement its policy tightening 
agenda in October. A quarter point hike to 3.25 
percent had a definitive impact on world markets 
and, suddenly, Australia was dictating the global 
financial mood. Whilst Australia doesn’t have 
the economic muscle to inflate global economics, 
the rate hike helped to reassure investors that a 
global recovery had found a realistically plausible 
base. Interest rates are now about four percentage 
points below their peak in early 2008 following 
another rate increase in November and at this 
stage it seems that further monetary tightening is 
imminent. This monetary tightening though is 
unlikely to reproduce itself in more powerful 
economies like the US and Europe in the 

immediate future as their health remains rather 
more fragile as 2010 approaches thereby 
accentuating Australia’s rather special position. 
The country’s banking system remained 
impressively resilient to the global fall out from 
the credit crisis as the banks had avoided, for the 
most part, any sub-prime lending. This has no 
doubt helped the economy navigate the 
economic cycle but, we feel, an even more 
powerful variable contributing to Australia’s 
success is its trade relationships with Asia and of 
course, in particular, China.  
 
Australia is a predominantly commodity 
exporting driven economy and sells everything 
from coal and iron to gold and wool across the 
global matrix of commerce. It seems then almost 
serendipitous that China’s growth has demanded 
an almost insatiable demand of such products to 
fuel its relentless march to economic ascendancy. 
As a result of all of this, China has now become 
Australia’s largest trading partner and the 
stimulus packages that have been applied to the 
Chinese economy are being spent in Australia 
helping push the Aussie Dollar to all time highs. 
Cementing these countries’s future relationship 
perhaps is the ongoing discussion of a Free Trade 
Agreement between the two nations. The first 
round of talks commenced in 2005 and since then 
banter and bickering across the Indian Ocean 
have resulted in no resultant accord as of yet. 
Both parties seem to agree that a high quality 
trade agreement would benefit both countries 
and it will certainly help expand the burgeoning 
trade flows that already exist between the two 
nations. It is interesting to note, we feel, that the 
two countries are at different developmental 
stages across many platforms of their economies. 
Australia’s apparent advantage will serve, we 
think, to accelerate China’s move towards being 
a Bone Fide ‘developed’ economy by not only 
exporting commodities but also knowledge and 
worker specializations. Some specific points of 
interest could be the provisions of education 
perhaps to assist the Chinese further improve 
their financial services industry, maybe general 
education initiatives and even much needed 
input into environmental improvement projects. 
The breadth of the dynamic is impressive but is it 
impervious? Well, during the summer when an 
Australian was arrested for manipulating iron ore 
prices, a diplomatic row erupted between the two 
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although that will be below the trend line for the past 
ten or so years add to that increasing domestic 
consumer confidence a very healthy labor market and 
of course the Asian variable, and Australia remains a 
compelling model of economic distinctiveness. Time 
will continue to reveal as to whether the true wizard of 
Oz is indeed Chinese. y 
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nations and then when in August the Chinese foreign 
minister cancelled a trip to Melbourne, it seemed the 
relationship was on the rocks. However, the Chinese 
have just recently signed a contract that will have 
Australia supply them with liquefied natural gas for the 
next twenty years. Taking all of this into account, the 
Aussie/Sino relationship seems destined to go all the 
way to the Altar.  
 
The Australian economy can’t survive on the Chinese 
importing frenzy alone and, although a recession was 
avoided, the country is still obviously vulnerable to 
broader economic wobbles. However, the economy is 
forecast to grow by about two percent next year and 

(Continued from page 1) 

As demand for commodities has grown and the USD continues to remain under 
pressure, higher beta units like the Aussie Dollar continue to outperform. 

Graphic Source: 
Bloomberg 
12/1/09 


	by Keith Cronin, JVB Senior Vice President of Sovereign Debt Trading

	JVB Financial Group, LLC

	CRONIN’S CORNER MONTHLY
A Perspective on the International Economy 

	Page # of 2



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



