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Preview: August Monthly CPI Indicator

Critical update of services and power hill inflation while the

significant jump in auto fuel prices is known.

¢ The Monthly CPI Indicator lifted 0.3% in July to be up 4.9%yr,
a moderation from the 5.4%yr in June and the recent peak of
8.4%yr in December. The July print was softer than market
expectations of 5.2% but close to our own forecast of 4.8%yr.

e Westpac is forecasting a 0.6% increase in August that will take
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the annual pace from 4.9%yr to 5.2%yr, just a touch under the Food ) 7.9 7.0 5.6 4.2
5.4%yr pace reported in June. of which, bread & cereals 12.8 10.9 9.9 8.4
of which, meat & seafood 3.8 2.7 2.4 1.7
* The ABS has done a lot of work to make the trimmed mean of which, dairy & related prod. 15.1 15.0 12.7 10.3
from the Monthly Indicator more consistent with the trimmed of which, fruit & vegetables 2.7 1.0 5.4 -6.5
mean from the quarterly CPI. As such, we will be watching of which, food products nec 115 10.5 8.3 7.4
the August update to see how it is tracking compared to our of which, non-alcohol bev, 9.2 6.8 6.8 5.0
September quarter forecast of 4.7%yr. Alcohol & tobacco s 4.6 45 33
* Readers would be aware that the Monthly Indicator is not a @ Wlicln, (Eee] S 2 S0 0
true monthly inflation measure but rather the release of the of which, Tobacco 4.1 38 36 36
data for the quarterly CPI as it becomes available. Much of the Clothing & footwear -0.4 -0.7 1.5 0.3
data is monthly, but a fair proportion is only available quarterly, of which, Garments -0.6 -1.2 0.4 -5.9
and is released in the month of the quarter the survey is Housing 8.3 7.4 7.3 7.2
conducted, with a smaller proportion of annual data. of which, Rents 6.3 7.3 76 8.0
of which, House purchases 8.3 6.6 5.9 5.2
CPI Monthly Indicator with current forecast of which, Electricity 411020 157 164
of which, Gas & other fuels 27.2 22.2 13.9 13.6
May-23 Jun-23 Jul-23 Aug-23 H/hold contents & services 6.0 6.3 4.3 10.5
Mth Mth Mth Mth Health 4.7 5.2 5.2 3.5
% mth % mth % mth % mth Transportation 0.8 -0.9 0.3 8.4
Food 1.0 -0.1 -0.2 0.7 of which, auto fuel -8.0 -10.6 -7.6 12.5
of which, bread & cereals 1.7 -0.5 0.1 -0.1 Communication 1.1 0.6 0.3 4.8
of which, meat & seafood 0.4 -1.0 0.6 -0.3 Recreation 3.5 6.8 4.1 -2.9
of which, dairy & related prod. -0.2 0.8 1.9 0.2 of which, holiday travel 7.3 12.9 5.3 1.9
of which, fruit & vegetables 1.4 1.0 -2.9 0.7 Education 5.5 5.2 5.2 14.7
of which, food products nec -0.2 0.3 -0.2 0.7 Financial & insurance services 7.8 8.5 8.5 5.7
of which, non-alcohol bev, -0.1 -2.0 1.0 -0.3 CPI: All groups %qtr/%mth 5.5 54 4.9 52
Alcohol & tobacco 0.1 -0.1 0.0 0.1
of which, Alcohol 0.1 -0.1 0.1 0.0
of which, Tobacco -0.2 -0.2 0.0 0.3 * As such, incorporating the timing of these surveys into the
Clothing & footwear -1.9 -1.8 2.5 -1.3 quarterly estimate is critical to understanding the Monthly CPI.
of which, Garments -3.2 -2.8 -1.8 -2.1
Housing 0.2 0.3 1.3 0.7 * Nevertheless, the Monthly CPI Indicator is a powerful partial
of which, Rents 08 09 07 09 inclzlilcator of inflationary momentum and, as such, provides a
of which, House purchases 0.4 0.2 0.7 0.5 critical update for our September quarter CPI forecast.
of which, Electricity -0.8 -0.9 6.0 20 « August will see a large number of quarterly services being
of which, Gas & other fuels 21 -0.8 23 1.0 surveyed ranging from hairdressing, other household services,
H/hold contents & services 0.3 0.1 0.2 0.4 urban transport fares, motor vehicle maintenance and other
Health 0.0 0.2 0.0 0.0 motor vehicle services to sports participation and insurance.
Transportation -2.0 1.0 -0.1 3.2 . . .
of which, auto fuel 6.7 28 02 8.6 o Reportgd pump prices for petrol rise close to 8% in August
o while diesel is up more than 12%, so auto fuel will be a
Communication 0.8 -1.1 0.8 -0.7 . N . .
meaningful positive factor this month. We are forecasting an
Recreation -4.4 4.8 -1.5 -0.5 8.6% increase.
of which, holiday travel -1M.3 10.9 -3.3 -1.7
Education 0.0 0.0 0.0 0.0 ¢ Food prices are forecast to lift, led by a bounce back in fresh
Financial & insurance services 1.1 1.7 0.0 0.5 fruit & vegetables. With something of an offset from falling
CPI: All groups %qtr/%mth -0.4 0.7 0.3 0.6 meat prices, food prices are forecast to lift 0.7% in the month.

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.
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¢ For housing, we are looking for a bit of a bounce in rents cp| MOI‘Ith'y Indicator Vs qtr cpl
from a softer July, offset to some extent by a moderation :

in dwelling price inflation following a stronger July. The big

unknown in August is electricity prices due to the contrasting 493 _index Wes'pacmec:gex 123
tension between rising bills vs. government rebates. Electricity 1 | ourees ABS. Westpac Economics o 40
lifted 6.0% in July and we have pencilled in 2.0% in August.
' , ' M7 1 qirCPI —monthly CP! indicator - 117
¢ In total housing costs are forecast to increase 0.7% in August. 114 | L 114
* Holiday travel is forecast to fall again in August as monthly 111 4 -1
airfare data suggests that the discounting of airfares 108 A L 108
continued through August before an up-tick appeared in
105 ~ - 105
September.
102 3 - 102
e |[f the August Monthly CPI Indicator comes in as we have 99 ‘ ‘ ‘ ‘ ‘ 99
outlined, it does present an upside risk to our current Jun-18  Jun-19  Jun-20  Jun-21  Jun-22  Jun-23
September quarter CPI forecast of 0.9%qtr/5.1%yr. We have
not revised our quarterly CPI as there are many unknowns in i
the Monthly Indicator and we would like to have the August CPI Monthly Indicator vs. qtr CPI
update before we revise our forecasts.
0, 0,
¢ |t is also worth noting that our current CPI forecast to end- 9 /:yr e — Yoyt 9
2023 is based on crude prices easing back to around US$85/ g | e Mestpackeonamies L8
bbl. If the current run up in crude prices can be sustained 7 o L7
around current levels, and the current weakness in the AUD g ] *awCPl —monthly CPlindicator L6
continues, it could see out December quarter CPI forecast lift 5 | vel 5
from O7%qr tO 08%qtr 4 Westpac forecasts Sep qtr 4
] and Aug mth i
¢ Both the Monthly CPI Indicator, and the current strength in 31 M3
crude oil prices, present an upside risk to our year-end CPI 2 4 2
forecast of 3.9%yr. 1 L
0 0
Justin Smirk, Senior Economist, ph (61-2) 8254 9336 1 : ‘ : : : : : : 1
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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.
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Although we have made every effort to ensure this information is free from error, none of Westpac or its related entities warrants the
accuracy, adequacy or completeness of this information, or otherwise endorses it in any way. Except where contrary to law, Westpac
Group intend by this notice to exclude liability for this information. This information is subject to change without notice and none of
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in reliance on the exemption from registration provided by Rule 15a-6 under the Exchange Act and is not subject to all of the independ-
ence and disclosure standards applicable to debt research reports prepared for retail investors in the United States. WCM is the U.S. dis-
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Disclaimer continued overleaf
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Disclaimer continued
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associated person of WCM or any other U.S. broker-dealer under the rules of FINRA, any other U.S. self-regulatory organisation, or the
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