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BULLETIN

• CPI 1.8%qtr vs 1.7% forecast; Trimmed Mean 1.5% vs 1.4% fore-
cast. The CPI came in broadly as expected even with food, 
clothing & footwear, household furniture, equipment & services 
surprising to the high side.

• The CPI gained 1.8% in the June quarter splitting the difference 
between the market median of 1.9% and Westpac’s forecast 
of 1.7%. At two decimal places it was 1.78% so a firm 1.8%. This 
increase was the second highest since the introduction of the 
GST and follows on from a 2.1% increase in the March quarter.

• The annual pace lifted from 5.1% to 6.1% the fastest pace since 
the introduction of the GST (6.1%yr June 2001) and significant-
ly faster than the 5.0%yr pace at the peak of the mining boom 
in September 2008. 

• The most significant price rises were for new dwellings (5.6% 
vs 5.5% WBC), automotive fuel (4.2% vs 4.0% WBC). What 
surprised was the strength of the gains for food (2.0% vs 1.5% 
WBC), clothing & footwear (3.5% vs 1.2% WBC) and household 
furnishings, equipment & services (2.5% vs 1.5% WBC).

• The price of goods (2.6%) continued to rise more strongly 
than that of services (0.6%). Main contributors to the rise in 
food prices included vegetables (7.3% vs 4.8% WBC), meals 
out and takeaway foods (1.4% vs 0.2% WBC), and fruit (3.7% vs 
6.3% WBC). Supply chain disruptions due to flooding, labour 

shortages, and rising freight costs contributed to higher pric-
es. Furniture prices rose (7.0% vs 3.1% WBC) due to increased 
transport and material costs as well as stock shortages.

• For services, financial services (1.2% vs 0.4% WBC) and holiday 
travel & accommodation (2.3% vs 2.0% WBC) were the stand 
out. Child care (-7.3% vs 1.0% WBC) fell due to additional child 
care subsidies. Urban transport fares fell (-4.4% vs 0.6% WBC) 
due to free travel periods in NSW and Tasmanian.

• A broad inflationary pulse was captured by 1.5% gain in the 
Trimmed Mean; market expectations 1.5%, Westpac 1.4%. The 
March quarter Trimmed Mean was revised from 1.4% to 1.5%. 
The annual pace lifted from 3.7%yr to 4.9%yr, the fastest pace 
since September 1991 (using the RBA’s historical estimates). 

• How widespread the inflationary pulse is was further empha-
sised by the rise in the share of components of the CPI running 
faster than 2.5%yr. The share lifted from 66% to 72.4%, well up 
from 29% reported back in September 2021 and is the largest 
share since June 2001 (75.3%, you have to go back to early 
1991 to find a larger share).  

• Following the June quarter CPI we have updated our inflation 
profile. It is now to peak at around 7¾%yr at end 2022 before 
easing back to around 3%yr by end 2023.

Deeper insights from June quarter CPI
Broadening infl ationary pressures point to near term upside 
risks but falling crude prices providing an offset.

June Quarter 2022 CPI
Jun 2022 actual Jun 2022 f/c

Item % qtr contrib % qtr contrib
Food 2.0 0.34 1.5 0.26
  of which, fruit & vegetables 5.8 0.14 5.4 0.13
Alcohol & tobacco 0.8 0.07 1.3 0.11
  of which, tobacco 1.0 0.04 1.9 0.07
Clothing & footwear 3.5 0.12 1.2 0.04
Housing 2.5 0.58 2.6 0.62
  of which, rents 0.7 0.04 0.8 0.05
  of which, house purchases 5.6 0.52 5.5 0.51
  of which, utilities -0.2 -0.01 0.9 0.04
H/hold contents & services 2.5 0.22 1.5 0.14
Health 0.4 0.03 2.5 0.16
  of which, pharmaceuticals -1.1 -0.01 -0.6 -0.01
Transportation 2.3 0.25 2.0 0.22
  of which , car prices 1.2 0.04 1.0 0.03
  of which, auto fuel 4.2 0.16 4.0 0.15
Communication 0.1 0.00 0.1 0.00
Recreation 1.4 0.12 1.1 0.09
  of which, audio vis & comp 1.2 0.02 0.7 0.01
  of which, holiday travel 2.3 0.05 2.0 0.04
Education 0.0 0.00 0.1 0.01
Financial & insurance services 1.1 0.06 0.5 0.03
CPI: All groups 1.78 – 1.69 –
CPI: All groups % year 6.1 – 6.1 –
Sources: ABS, RBA, Westpac Banking Corporation.

Consumer Price Index analytical series
Sep-21 Dec-21 Mar-22 Jun-22

CPI (index) 119.7 121.3 123.9 126.1

(%qtr) 0.8 1.3 2.1 1.8

(%yr) 3.0 3.5 5.1 6.1

CPI sa (%qtr) 0.9 1.3 2.1 1.7

(%yr) 3.1 3.6 5.2 6.1

Trimmed mean# (%qtr) 0.9 1.0 1.5 1.5

(%ann) 2.1 2.6 3.7 4.9

Weighted median# (%qtr) 0.9 0.9 1.0 1.4

(%ann) 2.1 2.4 3.0 4.2

Tradables (%ann) 3.1 4.9 6.8 8.0

Non–tradables (%ann) 3.2 2.8 4.2 5.3

3 August 2022 

Inflation forecasts
Sep-22 Dec-22 Mar-23 Jun-23

CPI (index) 127.3 130.5 131.8 132.7

(%qtr) 1.0 2.5 1.0 0.7

(%yr) 6.3 7.6 6.4 5.2

Trimmed mean# (%qtr) 1.5 1.2 0.8 0.7

(%yr) 5.5 5.8 5.0 4.2
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The acceleration in inflation continues to widen
With revisions we now know that core inflation has been ac-
celerating faster than we first thought. The March quarter print 
for the Trimmed Mean was revised up from 1.4%qtr to 1.5%qtr 
(due to seasonal reanalysis of the individual components) then 
matched by a 1.5%qtr rise in June. Given the details outlined be-
low we have revised up our September forecast to 1.5%qtr (was 
1.2%qtr) taking the peak rate at end 2022 from 5.0%yr to 5.8%yr. 

The ABS reports the 1.5% gain as the largest quarterly rise in the 
Trimmed Mean since they started calculating it in 2002. Before 
then the RBA was estimating the trimmed mean and compared 
to this historical series March was the largest quarterly rise in 
the trimmed mean since March 1991 (1.8%). The annual pace 
lifted from 3.7%yr to 4.9%yr, the fastest pace since September 
1991 (5.0%yr). 

At two decimal places the trimmed mean rose 1.46% so a solid 
1.5%; for completeness the weighted median gained 1.4% for 
4.1%yr.  

Readers will remember that the core measures use seasonally 
adjusted inputs so the percentage changes reported in the fol-
lowing analysis could vary significantly from what is reported in 
the headline CPI. In addition, as noted earlier seasonal reanaly-
sis can lead to revisions to the quarterly estimates of the core 
measures of inflation. 

As you can see in the chart over, the distribution of seasonally 
adjusted change in the components of the CPI is skewed to 
the high side. The trimming of the bottom 15% starts at a quite 
high 0.27% and there are not a lot of negatives. The negatives 
trimmed are; child care (-6.8%), urban transport fares (-4.1%), 
footwear for infants (-3.6%), deposit & loan facilities (-1.6%), 
medical & hospital services (-1.0%), gas & other household 
fuels (-0.6%), pharmaceutical products (-0.1%), audio, visual, 
& computing equipment (0%), postal services (0.1%), water & 
sewerage (0.1%), books (0.1%), insurance (0.2%), other recrea-
tional, sporting & cultural services (0.2%) and telecommunica-
tion equipment & services (0.3%). While there is a significant 
weighted clustering of changes from 0.8% to 1.5% the sample 
does have a long tail to the high side with the top 15% trimming 
not starting till 4.15%. Trimmed off the top are; tertiary eduction 
(5.4%), coffee, tea & cocoa (5.6%), automotive fuel (4.2%), small 
electric appliances (4.2%), bread (4.4%), oils & fats (5.1%), spare 
parts & accessories for motor vehicles (5.1%), breakfast cereals 
(5.4%), dwellings (5.6%), vegetables (6.2%) and international 
holiday travel & accommodation (19.3%).   

Distribution analysis highlights just how widespread core infla-
tion pressure is and while you can identify some that might be 
transitory, such as flood effective food, the fact these pressure 
are broad spread raises the possibility it could have a mean-
ingful impact on inflationary expectations, flowing though to 
wages, thus setting in train a much higher inflationary profile.

How widespread the inflationary pulse is was further empha-
sised by the rise in the share of components of the CPI running 
faster than 2.5%yr. The share lifted from 66% to 72.4%, well up 
from 29% reported back in September 2021 and is the largest 
share since June 2001 (75.3%, you have to go back to early 1991 
to find a larger share).  

Surging construction costs pushing dwelling prices higher 
Since June 2021 the unwinding of the grants has been a signifi-
cant part of, but not the main story, behind the burst in dwelling 
price inflation. The impact of HomeBuilder grants was again in 
June but it is less significant than it has been. The ABS esti-
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Core inflation accelerates to 31yr high
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Inflationary pressures are broadening 
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Grants were disinflationary, now inflationary
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mates that the impact of the unwinding of the grants was worth 
just 0.3ppt of the 5.6% rise in dwelling prices. The more impor-
tant story now is the shortages of building supplies and labour, 
high freight costs and ongoing high levels of construction 
activity. The ABS also noted that the largest rises were recorded 
in Brisbane (7.0%), Melbourne (6.9%) and Adelaide (6.0%).

Dwelling prices excluding grants lifted 5.2% in June following 
4.4% in March, 3.6% in December 2021, 3.0% in September and 
a 1.8% rise in June. There is still 1.3% wedge between dwelling 
prices in the CPI and dwelling prices before the grants and we 
expect this wedge to close in the September quarter.

Dwelling prices inflation continues to accelerate as input costs 
surge even as the demand boost from the government grants 
fades. June was another robust update on the dwelling price in-
flation pointing to upside risk from dwelling cost push inflation 
and the Producer Price Index (PPI) has shown both continuing 
rising input costs and even fast growth in housing construction 
output costs (the wholesale price new dwellings and usually 
tightly correlated to CPI new dwelling prices). Total input costs 
are up 15.4%yr on the back of a 27.1%yr gain in steel, 16.0%yr 
gain in timber, 11.7%yr gain in other metal products and a 0.3%yr 
gain in electrical equipment.

As such, we have lifted our profile for dwelling prices through 
the second half of 2022. We expect dwelling price increases to 
ease through 2023 as contracting home sales, and falling prices, 
point to softer demand for new dwellings and thus a compres-
sion of developers margins. 

Dwellings lifted 5.6% vs. WBC forecast 5.5%

The ABS also noted that maintenance & repair of dwellings rose 
1.3%, due to supply disruptions and higher material, labour and 
freight costs. We would expect these price pressures to remain 
at least through to the end of 2022.

The ABS report the ending of the two-speed rental market in 
Australia. Rents rose 0.7%, the largest rise since the September 
2014 with all capital cities contributed to the rise. Sydney and 
Melbourne recording rises for their second consecutive quar-
ter driven by both houses and other dwellings which includes 
flats and townhouses. Rents across the remaining capital cities 
continue to record stronger rises compared to Sydney and Mel-
bourne, reflecting historically low vacancy rates and a competi-
tive rental market.

Rents lifted 0.7% vs. WBC forecast 0.8%.

Non-discretionary inflation running hot but discretionary is 
catching up
At 7.6%yr non-discretionary inflation is running at a faster pace 
than the 6.1%r pace by the CPI and is almost twice the rate of 
discretionary inflation at 4.0%yr though it should be noted that 
the rate of increase for non-discretionary inflation is moderating 
lifting just 1.8%qtr compared to a 3.0%qtr gain in March. Com-
pare that to discretionary inflation which lifted 1.7%qtr in June, 
up from 0.8% in March, and was the strongest quarterly rise in 
the history of the series back to September 2005. 

Non-discretionary inflation includes goods and services that 
households are less likely to reduce their consumption of, such 
as food, auto fuel, housing and health costs which have all 
experienced price rises through the year. In the quarter non-dis-
cretionary items lifted 3.0% driven by housing (2.5%qtr vs. WBC 
forecast 2.6%), auto fuel (4.2%qtr vs. WBC forecast 4.0%qtr) 
and food (2.0%qtr vs. WBC forecast 1.5%qtr).

As grants fade dwelling prices lift
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Westpac forecasts the  
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softens. 

Housing construction inputs inflation
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Rental inflation
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Dwelling prices rising with input costs
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Pressure of food prices greater than we thought
There were price gains across all food products (excluding 
pork) reflecting a range of price pressures including supply 
chain disruptions and increased transport/input costs. 

Fruit & vegetables rose 5.8% (WBC 5.4%) due to heavy rainfall 
and flooding in key production areas of NSW and Qld disrupting 
supply. COVID–related supply chain disruptions and high trans-
port and fertiliser costs also contributed to the rise.

Meals out & take away foods rose 1.4% (WBC 0.8%) due to ris-
ing input costs and ongoing supply and labour shortages. Din-
ing vouchers offered by the NSW and Vic Governments and the 
Melbourne City Council partially offset the rise. These voucher 
schemes have the effect of reducing out of pocket costs for 
consumers. Excluding the impact of these voucher schemes, 
Meals out & takeaway foods rose 2.1%.

Bread and cereal products rose 3.1% (WBC 0.9%) due to con-
strained global wheat supply. Meat & seafood lifted 0.8% (WBC 
1.4%), dairy & related products rose 1.3% (WBC 1.2%) while food 
products n.e.c gained 1.1% (WBC 0.3%).

All up food lifted 2.0% compared to our 1.5% forecast. This 
upside surprise in food prices has lead us to upgrade our food 
price inflation profile through to the end of 2022. 

Global crude prices have corrected faster than anticipated
Automotive fuel prices rose for the eighth consecutive quarter. 
Price pressures continued to flow through following an oil price 
shock caused by the February Russian invasion of Ukraine, 
coupled with ongoing easing of COVID-19 restrictions strength-
ening global demand.  A cut in the fuel excise of 22 cents per 
litre on 30 March 2022 did see fuel price fall in April (-13.8%), 
price rises were seen in May (1.1%) and June (6.8%) due to rising 
global crude prices and the widening of refining margins. The 
average unleaded fuel price in the month of June surpassed the 
previous record high monthly average seen in March.

The recent moderation in crude prices, and expectation it will 
fall further though 2023, will be meaningful disinflationary pulse. 
But before we get there we have to weather the 22c lift in the 
fuel excise in the December quarter. 

Forecast revisions post the update
We have updated our forecasts post the June CPI adjusting our 
dwelling price forecasts to account for a larger than expected 
rise in the underlying series before grants, the ongoing con-
struction cost pressure plus an unexpected, if modest, further 
boost from the ongoing gap between dwelling prices in the CPI 
and actual prices paid before grants. We have also lifted our 
food, clothing & footwear plus household furnishing, equipment 
& services forecasts. For the September quarter the forecast 
has been lifted to 1.0% from 0.8% while the December quarter 
forecast was lifted modestly to 2.5% from 2.4%. Our peak in 
the annual pace is now 7.6%yr in December 2022 compared to 
7.2%yr prior to the release of the June CPI.  

For the trimmed mean our September forecast has been lifted 
to 1.5%qtr from 1.2%qtr and our December forecast is now 
1.2%qtr from 1.0%qtr. This has lifted our peak annual pace at 
December 2022 to 5.8%yr from 5.0%yr. For the near term 
the risk remain to the upside but with commodity prices fall, 
global growth facing a recession risk and our forecast for rising 
unemployment/underemployment in 2023 we see clear sign of 
moderating inflationary pressure.  

Justin Smirk, Senior Economist, ph (61–2) 8254 9336

Food inflation to remain elevated
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Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request. Westpac Europe Limited 
is a company registered in England (number 05660023) and is authorised by the Prudential Regulation Authority and regulated by the 
Financial Conduct Authority and the Prudential Regulation Authority.

This communication is being made only to and is directed at (a) persons who have professional experience in matters relating to 
investments who fall within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) 
or (b) high net worth entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(2)(a) to (d) 
of the Order (all such persons together being referred to as “relevant persons”). Any person who is not a relevant person should not act 
or rely on this communication or any of its contents. The investments to which this communication relates are only available to and any 
invitation, offer or agreement to subscribe, purchase or otherwise acquire such investments will be engaged in only with, relevant persons. 
Any person who is not a relevant person should not act or rely upon this communication or any of its contents. In the same way, the 
information contained in this communication is intended for “eligible counterparties” and “professional clients” as defined by the rules of 
the Financial Conduct Authority and is not intended for “retail clients”. With this in mind, Westpac expressly prohibits you from passing on 
the information in this communication to any third party. In particular this communication and, in each case, any copies thereof may not be 
taken, transmitted or distributed, directly or indirectly into any restricted jurisdiction.  This communication is made in compliance with the 
Market Abuse Regulation (Regulation(EU) 596/2014).
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Disclaimer continued

Investment Recommendations Disclosure

The material may contain investment recommendations, including information recommending an investment strategy. 
Reasonable steps have been taken to ensure that the material is presented in a clear, accurate and objective manner. Investment 
Recommendations for Financial Instruments covered by MAR are made in compliance with Article 20 MAR.  Westpac does not apply 
MAR Investment Recommendation requirements to Spot Foreign Exchange which is out of scope for MAR.

Unless otherwise indicated, there are no planned updates to this Investment Recommendation at the time of publication.  Westpac 
has no obligation to update, modify or amend this Investment Recommendation or to notify the recipients of this Investment 
Recommendation should any information, including opinion, forecast or estimate set out in this Investment Recommendation change 
or subsequently become inaccurate.

Westpac will from time to time dispose of and acquire financial instruments of companies covered in this Investment Recommendation 
as principal and act as a market maker or liquidity provider in such financial instruments.

Westpac does not have any proprietary positions in equity shares of issuers that are the subject of an investment recommendation.

Westpac may have provided investment banking services to the issuer in the course of the past 12 months.

Westpac does not permit any issuer to see or comment on any investment recommendation prior to its completion and distribution.

Individuals who produce investment recommendations are not permitted to undertake any transactions in any financial instruments or 
derivatives in relation to the issuers covered by the investment recommendations they produce.

Westpac has implemented policies and procedures, which are designed to ensure conflicts of interests are managed consistently and 
appropriately, and to treat clients fairly.  

The following arrangements have been adopted for the avoidance and prevention of conflicts in interests associated with the provision 
of investment recommendations.

I. Chinese Wall/Cell arrangements;

II. physical separation of various Business/Support Units; 

III. Strict and well defined wall/cell crossing procedures;

IV. a “need to know” policy; 

V. documented and well defined procedures for dealing with conflicts of interest; 

VI. reasonable steps by Compliance to ensure that the Chinese Wall/Cell arrangements remain effective and that such arrangements     
 are adequately monitored. 

U.S.: Westpac operates in the United States of America as a federally licensed branch, regulated by the Office of the Comptroller 
of the Currency. Westpac is also registered with the US Commodity Futures Trading Commission (“CFTC”) as a Swap Dealer, but is 
neither registered as, or affiliated with, a Futures Commission Merchant registered with the US CFTC. Westpac Capital Markets, LLC 
(‘WCM’), a wholly-owned subsidiary of Westpac, is a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (‘the 
Exchange Act’) and member of the Financial Industry Regulatory Authority (‘FINRA’). This communication is provided for distribution 
to U.S. institutional investors in reliance on the exemption from registration provided by Rule 15a-6 under the Exchange Act and is not 
subject to all of the independence and disclosure standards applicable to debt research reports prepared for retail investors in the 
United States. WCM is the U.S. distributor of this communication and accepts responsibility for the contents of this communication. 
All disclaimers set out with respect to Westpac apply equally to WCM. If you would like to speak to someone regarding any security 
mentioned herein, please contact WCM on +1 212 389 1269. All disclaimers set out with respect to Westpac apply equally to WCM.

Investing in any non-U.S. securities or related financial instruments mentioned in this communication may present certain risks. The 
securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the SEC in the United States. Information 
on such non-U.S. securities or related financial instruments may be limited. Non-U.S. companies may not subject to audit and 
reporting standards and regulatory requirements comparable to those in effect in the United States. The value of any investment or 
income from any securities or related derivative instruments denominated in a currency other than U.S. dollars is subject to exchange 
rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related derivative 
instruments.

The author of this communication is employed by Westpac and is not registered or qualified as a research analyst, representative, or 
associated person under the rules of FINRA, any other U.S. self-regulatory organisation, or the laws, rules or regulations of any State. 
Unless otherwise specifically stated, the views expressed herein are solely those of the author and may differ from the information, views or 
analysis expressed by Westpac and/or its affiliates.
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