
1Bulletin

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based 
are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.

1Bulletin

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based 
are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.

BULLETIN

•	Westpac is forecasting 1.4% rise in the March quarter taking 
the annual pace down 0.8ppt to 7.0%yr from 7.8%yr. We 
believe that December was the peak for annual inflation and it 
is expected to continue to moderate from here. 

•	The reasons behind the step down from 1.9%qtr print in Q4 
are the ongoing moderation in pace of price increases for 
food, a seasonal decline in clothing & footwear, a further 
moderation in dwellings and household contents & services 
inflation as well as falling prices for auto fuel and audio visual 
& computing equipment. 

•	The Trimmed Mean is forecast to lift 1.4% in March, a 
moderation from the 1.7% gain in December and the 1.9% gain 
in September. The annual pace for the Trimmed Mean is set to 
moderate from 6.9%yr to 6.7%yr. We see the 6.9%yr pace in 
December as the peak in annual core inflation. 

•	The Monthly CPI Indicator is a helpful guide to the 
components of the CPI and we use the data from the January 
and February surveys to fine tune our forecast. 

•	An important note: electricity prices are measured in the 
last month of each quarter and so the Monthly CPI Indicator 
is not able to provide an update on electricity prices before 
the release of the Quarterly CPI (when the last month of the 
quarter Indicator is released). For more information on the 
Monthly CPI Indicator, and what it does and does not provide 
in regards to the quarterly CPI, please see “Australian Monthly 
CPI Indicator First Release”. 

•	Despite the additional information provided by the Monthly 
CPI Indicator there are still many significant unknowns we 
have to estimate. The most significant this quarter are two 
that are measured in the last month of each quarter: utilities, 
with the unwinding of state rebates likely to have a significant 
impact; and, childcare, where an increase in state support will 
provide an offset for the recent price increases.    

•	Overall, the March quarter CPI is set to confirm that 
inflationary pressures peaked in late 2022 and are set to 
moderate through 2023.

March Quarter CPI Preview
Food, clothing & footwear plus dwellings lower the inflationary 
pressure with utilities and childcare key unknowns. 

March Quarter CPI forecast
March 2023 fc Dec 2022

Item % qtr contrib % qtr contrib
Food 1.8 0.30 0.9 0.15
  of which, fruit & vegetables 2.2 0.05 –7.3 –0.18
Alcohol & tobacco 1.1 0.09 1.2 0.11
  of which, tobacco 0.6 0.02 1.5 0.05
Clothing & footwear –2.0 –0.07 2.6 0.09
Housing 1.7 0.41 1.9 0.45
  of which, rents 1.7 0.10 1.2 0.07
  of which, house purchases 1.5 0.14 1.7 0.16
  of which, utilities 2.9 0.12 4.5 0.19
H/hold contents & services 0.2 0.02 1.8 0.16
Health 2.2 0.14 0.8 0.05
  of which, pharmaceuticals 5.4 0.06 0.0 0.00
Transportation 0.7 0.07 1.7 0.19
  of which, car prices 1.1 0.03 2.2 0.07
  of which, auto fuel –0.7 –0.03 2.2 0.09
Communication 0.3 0.01 –0.5 –0.01
Recreation 0.7 0.06 5.4 0.46
  of which, audio vis & comp –1.1 –0.02 0.1 0.00
  of which, holiday travel 0.2 0.00 10.9 0.22

Education 5.5 0.25 0.1 0.00

Financial & insurance services 2.0 0.11 2.0 0.12
CPI: All groups 1.4 – 1.9 –
CPI: All groups % year 7.0 – 7.8 –
Sources: ABS, RBA, Westpac Banking Corporation.
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Quarterly CPI forecast vs Monthly Indicator
Mar 23 Dec Jan Feb

Qtr Mth Mth Mth
Item % qtr % mth % mth % mth
Food 1.8 0.8 –0.1 1.0
  of which, bread & cereals 1.5 1.6 0.2 –0.2
  of which, meat & seafood 1.0 0.7 0.1 0.2
  of which, dairy & related prod. 1.1 1.9 –0.5 –0.1
  of which, fruit & vegetables 2.2 3.0 –2.9 3.3
  of which, food products nec 2.1 1.5 1.1 1.1
  of which, non–alcohol bev, 3.3 –0.8 2.9 1.3
Alcohol & tobacco 1.1 –0.2 0.3 1.2
  of which, Alcohol 1.3 –0.4 0.5 1.7
  of which, Tobacco 0.7 –0.1 0.2 0.2
Clothing & footwear –2.0 1.2 –3.6 1.5
  of which, Garments –2.5 2.1 –5.0 2.6
Housing 1.7 1.0 0.5 0.3
  of which, Rents 1.7 0.5 0.7 0.7
  of which, House purchases 1.5 0.9 0.5 0.2
  of which, Electricity 1.9 5.6 0.5 0.0
H/hold contents & services 0.2 0.7 –1.6 0.7
Health 2.2 0.2 0.8 0.0
Transportation 0.7 –2.0 0.3 1.8
  of which, auto fuel –0.7 –8.1 1.1 4.1
Communication 0.3 0.2 0.0 0.3
Recreation 0.7 11.0 –3.1 –6.0
  of which, holiday travel 0.2 27.0 –7.2 –14.6
Education 5.5 0.0 0.0 5.5
Financial & insurance services 2.0 1.4 0.0 0.7
CPI: All groups %qtr/%mth 1.4 1.5 –0.4 0.2
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December quarter inflation recap
The December quarter CPI rose 1.9% vs. 1.5% forecast; the 
Trimmed Mean lifted 1.7% vs. 1.6% forecast. Annual inflation lift-
ed to 7.8%yr from 7.3%yr, the fastest since March 1990. Trimmed 
Mean inflation lifted to 6.9%yr from 6.1%yr, the fastest pace 
since December 1988 and above the RBA’s forecast of 6.5%yr.  

The most significant contributions came from domestic holiday 
travel & accommodation (+13.3%), electricity (+8.6%), and inter-
national holiday travel & accommodation (+7.6%).

There was the expected unwinding of WA’s $400 electricity 
credit offset by Qld’s $175 Cost of Living rebate and Tas’s $119 
Winter Bill Buster electricity discount.  

Food prices have started to ease
Distribution disruptions have eased somewhat and there has 
been something of a return to normality with weather condi-
tions and while labour shortages remain, they are not as bad 
as they were. Fruit & vegetable prices are set firm (2.2%qtr fc) 
while the Monthly Indicator suggests that price pressures also 
continued for bread & cereals (1.5%qtr), dairy products (1.1%qtr) 
and other food products (2.1%qtr).    

Food forecast is 1.8% contributing 0.30ppt.  

Seasonal discounting of clothing & footwear 
Garment prices fell 6% in the January Monthly CPI highlighting 
the usual New Year sales. While a partial recovery was seen in 
February, overall clothing & footwear is expected to fall 2% in 
the March quarter 

Clothing & footwear forecast is -2.0% contributing -0.07ppt.

Housing costs moderating despite electricity and rents
Rental costs have lifted and grew 0.7% in both the January and 
February Monthly CPI surveys and are expected to be at least 
around this in March. However, new dwelling price inflation has 
eased meaningfully rising just 0.2% in February, compared with 
a 0.9% rise in December, and so the moderation in dwelling 
price inflation is offsetting rising rents inflation. 

Rents forecast is 1.7% contributing 0.10ppt. 
Dwellings forecast is 1.5% contributing 0.14ppt.  

As we coved in our report “Energy prices driving an out-sized 
price shock” the Australian energy market has been hit by a 
perfect storm of rising demand, less output from coal fired base 
load generation plus record high coal and gas prices. There has 
been a surge in low cost renewable energy but it has not been 
enough to offset the loss of coal fired generation nor the rise 
in gas and coal prices plus the demand for further investment 
in energy storage and distribution. This resulted in a significant 
increase in the Default Market Offers (DMO) around the country 
but many states have offset this increase with energy rebates. 

In response the various state governments offer energy rebates 
- WA and Victoria grants were open to all local residents. WA 
offered a $400 rebate against an annual average bill of $1,990. 
The Victorian rebate was a bit less generous, $250 compared 
to a $1,220 annual bill. However, the Victorian rebate is a direct 
cash payment and is considered income by the ABS and did not 
lower electricity prices in the Melbourne CPI. The WA rebate 
was provided to the retailer thus lowering power bills and did 
have an impact on the Perth CPI. 

Perth electricity prices collapsed -84% in September due to 
the rebates then surged 570% in December as prices started to 
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Inflation indicators
Mar–23 Jun–23 Sep–23 Dec–23 Mar–24

AUD/USD (index) 0.68 0.68 0.71 0.73 0.75

AUD/USD %yr (%yr) –5.5 –4.5 3.9 11.5 9.1

TWI (index) 62.6 62.9 63.6 64.4 64.4

TWI %yr (%yr) 2.3 0.3 1.5 4.5 3.0

Brent US$bbl (index) 82 83 83 84 86

Brent %yr (%yr) –14.2 –24.6 –13.1 –4.3 5.3

Output gap t–3 (index) 0.31 –0.13 –0.40 –0.48 –0.57

Inflation forecasts
Mar-23 Jun-23 Sep-23 Dec-23 Mar-24

CPI (index) 132.6 134.1 135.1 136.0 137.0

(%qtr) 1.4 1.1 0.7 0.7 0.7

(%yr) 7.0 6.3 5.2 4.0 3.3

Trimmed mean (%qtr) 1.4 1.0 0.6 0.7 0.9

(%yr) 6.7 6.0 4.7 3.7 3.2

Quarterly CPI forecast vs Monthly Indicator
Mar 23 Dec Jan Feb

Qtr Mth Mth Mth
Item % yr % yr % yr % yr
Food 8.2 8.4 7.4 6.8
  of which, bread & cereals 11.9 12.9 12.6 12.5
  of which, meat & seafood 4.3 8.4 5.1 3.3
  of which, dairy & related prod. 14.0 14.4 14.5 14.3
  of which, fruit & vegetables 4.8 9.8 5.1 5.8
  of which, food products nec 10.2 11.9 11.1 11.8
  of which, non-alcohol bev, 7.8 9.5 9.9 6.6
Alcohol & tobacco 4.4 4.2 4.0 4.3
  of which, Alcohol 4.4 4.4 4.3 4.5
  of which, Tobacco 4.2 4.0 3.8 4.1
Clothing & footwear 3.9 6.3 3.1 3.7
  of which, Garments 4.0 7.2 2.8 3.8
Housing 9.6 10.6 10.4 9.9
  of which, Rents 5.1 4.1 4.8 4.8
  of which, House purchases 13.1 16.0 14.7 13.0
  of which, Electricity 14.2 16.1 16.8 17.2
H/hold contents & services 7.5 8.5 6.8 6.6
Health 3.7 4.2 5.0 5.0
Transportation 4.4 7.2 6.1 5.6
  of which, auto fuel 1.2 10.8 7.5 5.6
Communication 1.3 1.5 1.3 1.2
Recreation 9.1 14.4 10.2 6.4
  of which, holiday travel 18.2 29.3 17.8 14.9
Education 5.6 4.6 4.6 5.6
Financial & insurance services 6.6 5.0 5.1 5.6
CPI: All groups %qtr/%mth 7.0 8.4 7.4 6.8
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normalise post the rebates. With prices back around pre-rebate 
levels we think the big surge in Perth electricity prices is more 
likely to be seen in the June rather than March quarter. 

In December the credit offset by Qld’s $175 Cost of Living 
rebate saw electricity prices in Brisbane fall 14% in Decem-
ber while Tas’s $119 Winter Bill Buster electricity discount saw 
Hobart electricity prices fall 7.3% - we are looking for a partial 
recovery in both cities in the March quarter. As noted earlier, 
electricity prices are measured in the last month of the quarter 
so the Monthly CPI Indicator can’t provide any guidance for 
electricity prices. 

Overall housing forecast is 1.7% contributing 0.41ppt.

Furnishings, household goods & services
There was the usual post New Year sales fall in household 
contents & services in the January Monthly CPI which would 
have been in furnishing, textiles and other household goods. 
While we expect that there was something of a recovery in 
February, that would have continued into March, adding to the 
ongoing price inflation being seen in household services, the 
partial data to date suggests this has been quite modest most 
likely due to softer than expected consumer demand.  

Household contents & services forecast is 0.2% contributing 
0.02ppt.  

The reset to PBS will see the usual Q1 surge in health costs
Pharmaceutical prices should experience their usual seasonal 
rise as families health expenditure is reset to zero and is 
now below the threshold to qualify for support under the 
Pharmaceutical Benefit Scheme (PBS). However, following a 
0.8% gain in January, health in Monthly CPI was flat in February.  

Health costs forecast 2.2% contributing 0.0.14ppt.

Falling crude prices have helped to lower fuel costs
Auto fuel prices did rise in January and February (1.1% and 4.1% 
respectively). Pump price data is pointing to a 2.1% fall in March, 
which on a quarterly average basis is consistent with a 0.7% fall 
in the quarterly CPI survey.  

Offsetting falling fuel prices in the March quarter will be further 
gains in vehicles, spare parts, maintenance and other services.    

Transport forecast 0.7% contributing 0.07ppt.     

Recreation & culture rebounds from lock-downs
The Monthly CPI provides price data on holiday travel with 
falls of 7.2% in January and 14.6% in February. Industry data is 
pointing to something of a modest recovery in airfares in March 
so we are looking for holiday travel to be flat in the quarter.  

Recreation & culture forecast is 0.7% contributing 0.06ppt.

Education inflation could be suppressed by childcare rebates
The Monthly CPI has education lifting 5.5% in January with this 
month being the time of the annual price reset.

For the March quarter overall there is some degree of 
uncertainty this year around childcare. A major childcare chain 
lifted prices 6% from 30 January but there should be something 
of an offset from the NSW and Victorian state governments 
increasing childcare assistance. 

Education forecast is 5.5% contributing 0.25ppt.

Inflationary pressures are moderating 

Contributions 2023Q1 CPI 1.4%qtr print
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The Trimmed Mean is forecast to rise 1.4% moderating from the 
1.7% gain in the December quarter and 1.9% in the September 
quarter (likely to be the peak in quarterly pace this cycle). The 
annual pace is set to ease from 6.9%yr to 6.7%yr with the two 
quarter annualised pace easing from 7.3%yr to 6.3%yr. 

Recall that the prices that are seasonally adjusted in the core 
measures and the top 15% by weighted change are trimmed 
off the top and bottom. Trimmed off the top are; fruit (6.3%), 
international travel & accommodation (6.2%), secondary school 
education (4.5%), newspapers (4.1%), tertiary education (3.9%), 
oils & fats (3.6%), spare parts & accessories or motor vehicles 
(3.4%), other household non-durables (3.2%), pets & related 
products (3.0%), dwellings maintenance & repairs (2.4%), 
electricity (2.4%), bread (2.4%), gas & other household fuels 
(2.4%). The top of the range Trimmed Mean estimate is 2.2%. 

Trimmed off the bottom are; vegetables (–4.0%), infants footwear 
(–2.6%), footwear for women (–2.6%), footwear for men (–2.1%), 
garments for men (–1.7%), automotive fuel (–0.7%), garment 
for women (–0.6%), beef & veal (–0.6%), telecommunication 
equipment (–0.3%), poultry (–0.2%), pork (–0.2), fish (–0.2%), 
lamb & goat (–0.1%), glassware etc. (0.0%), audio visual & 
computing services (0.1%), children’s garments (0.1%), audio 
visual & computing equipment (0.2%), therapeutic appliances & 
equipment (0.2%). The bottom Trimmed Mean estimate is 0.4%.

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

Vegetable prices, wholesale & CPI
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Weekly bowser price & CPI auto fuel
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Monthly travel & accom vs. airfares
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Qld rebate has a modest impact
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XYLO.com.au.

New Zealand: In New Zealand, Westpac Institutional Bank refers to the brand under which products and services are provided by 
either Westpac or Westpac New Zealand Limited (“WNZL”).  Any product or service made available by WNZL does not represent an 
offer from Westpac or any of its subsidiaries (other than WNZL).  Neither Westpac nor its other subsidiaries guarantee or otherwise 
support the performance of WNZL in respect of any such product.  The current disclosure statements for the New Zealand branch of 
Westpac and WNZL can be obtained at the internet address www.westpac.co.nz. For further information please refer to the Product 
Disclosure Statement (available from your Relationship Manager) for any product for which a Product Disclosure Statement is 
required, or applicable customer agreement. Download the Westpac NZ QFE Group Financial Advisers Act 2008 Disclosure Statement 
at www.westpac.co.nz.

China, Hong Kong, Singapore and India: This material has been prepared and issued for distribution in Singapore to institutional 
investors, accredited investors and expert investors (as defined in the applicable Singapore laws and regulations) only. Recipients in 
Singapore of this material should contact Westpac Singapore Branch in respect of any matters arising from, or in connection with, 
this material. Westpac Singapore Branch holds a wholesale banking licence and is subject to supervision by the Monetary Authority of 
Singapore. Westpac Hong Kong Branch holds a banking license and is subject to supervision by the Hong Kong Monetary Authority. 
Westpac Hong Kong branch also holds a license issued by the Hong Kong Securities and Futures Commission (SFC) for Type 1 and 
Type 4 regulated activities. This material is intended only to “professional investors” as defined in the Securities and Futures Ordinance 
and any rules made under that Ordinance. Westpac Shanghai and Beijing Branches hold banking licenses and are subject to supervision 
by the China Banking and Insurance Regulatory Commission (CBIRC). Westpac Mumbai Branch holds a banking license from Reserve 
Bank of India (RBI) and subject to regulation and supervision by the RBI.

UK: The contents of this communication, which have been prepared by and are the sole responsibility of Westpac Banking Corporation 
London and Westpac Europe Limited. Westpac (a) has its principal place of business in the United Kingdom at Camomile Court, 23 
Camomile Street, London EC3A 7LL, and is registered at Cardiff in the UK (as Branch No. BR00106), and (b) authorised and regulated 
by the Australian Prudential Regulation Authority in Australia. Westpac is authorised in the United Kingdom by the Prudential Regulation 
Authority. Westpac is subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. 
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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