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• Westpac has revised down its inflation forecast profile to now 
have annual growth at 3.0%yr by end 2024. The Trimmed 
Mean has also been revised down to 3.1%yr by end 2024. The 
previous forecasts were for end 2024 were 3.2%yr for both.  

• Our forecast for the March quarter CPI is 0.7% while for the 
Trimmed Mean it is 0.8%. The annual pace of the CPI is forecast 
to moderate from 4.1%yr to 3.4%yr while the annual pace of the 
Trimmed mean is forecast to slow to 3.8%yr from 4.2%yr. 

• Our January Monthly CPI Indicator near-cast, which being the 
first month of the quarter includes durable goods prices (many 
of which are forecast to fall) but few services prices, is 0.1%mth. 
Due to base effects this will see the annual pace lift from 
3.4%yr to 3.9%yr. 

• Housing remains the most significant inflationary force in the 
March quarter as electricity rebates come to an end and the 
impact of increases in rental assistance on September 20 fades. 

• There will also be the usual annual price increase for education 
and jump in health costs as families see their expenditure 
thresholds for government assistance reset.

• Offsetting this in the March quarter will be falling clothing & 
footwear, household durable goods, car prices, auto fuel and 
holiday travel & accommodation.    

• A factor for lower inflation in 2024 will be the moderation in 
energy prices with utilities rising 5.9%yr (8.2%yr in 2023) and 
auto fuel falling –3.2%yr (5.5%yr in 2023). We also expect a to 
see a moderation in food inflation, down to 1.9%yr from 4.4%yr 
in 2023.     

• Global disinflationary forces will still be in play, at least for 
the first half of 2024, which in the face of a weak consumer, is 
likely to see prices fall for items such as clothing & footwear, 
furniture, electronic goods and automotive spare parts.  

• Near-term inflationary expectations have eased from their late 
2022 peak and as headline inflation continues to moderate, so 
too should inflationary expectations.

Inflation Deeper Insights – revision to forecasts
We are past the peak but it is going to be a bit of a grind getting 
inflation back to the mid point of the target band. 

CPI Dec 2023 actual and Mar 2024 forecast
Dec 2023 Mar 2024 f/c

Item % qtr contrib % qtr contrib
Food 0.5 0.09 0.8 0.14
  of which, fruit & vegetables -1.2 -0.03 1.9 0.04
Alcohol & tobacco 2.8 0.22 0.7 0.06
  of which, Tobacco 7.0 0.19 0.5 0.01
Clothing & footwear 0.5 0.02 -2.5 -0.08
Housing 1.0 0.23 2.0 0.45
  of which, Rents 0.9 0.05 2.2 0.13
  of which, House purchases 1.5 0.13 1.4 0.12
  of which, Utilities 0.6 0.03 4.3 0.18
H/hold contents & services -1.0 -0.08 -1.3 -0.11
Health 0.6 0.04 2.3 0.14
  of which, Pharmaceuticals -1.7 -0.02 5.0 0.05
Transportation -0.2 -0.02 -1.4 -0.16
  of which , car prices -0.5 -0.02 -0.6 -0.02
  of which, auto fuel -0.2 -0.01 -4.5 -0.16
Communication 0.4 0.01 0.7 0.01
Recreation 0.3 0.04 -0.2 -0.03
  of which, audio visual & comp. -0.4 -0.01 0.0 0.00
  of which, holiday travel 1.0 0.06 -1.0 -0.05

Education -0.1 0.00 4.9 0.21

Financial & insurance services 1.7 0.09 1.2 0.07
CPI: All groups 0.6 – 0.7 –
CPI: All groups % year 4.1 – 3.4 –
Sources: ABS, RBA, Westpac Banking Corporation.
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Inflation forecasts
Mar-24 Jun-24 Sep-24 Dec-24 Mar-25

CPI Index 137.1 137.9 139.1 140.2 141.1

(%qtr) 0.7 0.6 0.9 0.8 0.6

(%yr) 3.4 3.1 2.8 3.0 2.9

Trimmed mean (%qtr) 0.8 0.6 0.9 0.7 0.7

(%yr) 3.8 3.5 3.2 3.1 3.0

Annual Inflation Dec 2023 and Dec 2024
Dec 2023 Dec 2024 f/c

Item % yr contrib % yr contrib
Food 4.4 0.76 1.9 0.33
  of which, fruit & vegetables -0.1 -0.01 -0.7 -0.02
Alcohol & tobacco 6.4 0.51 3.8 0.31
  of which, Tobacco 10.3 0.29 6.2 0.19
Clothing & footwear -1.1 -0.04 -1.5 -0.05
Housing 6.0 1.36 4.9 1.12
  of which, Rents 7.1 0.42 6.6 0.40
  of which, House purchases 5.0 0.43 4.5 0.39
  of which, Utilities 8.2 0.36 5.0 0.22
H/hold contents & services -0.2 -0.02 0.2 0.02
Health 5.1 0.32 4.2 0.27
  of which, Pharmaceuticals 0.6 0.00 1.4 0.01
Transportation 3.6 0.40 0.1 0.02
  of which , car prices 1.2 0.04 0.2 0.01
  of which, auto fuel 5.5 0.20 -3.2 -0.11
Communication 2.2 0.05 1.4 0.03
Recreation 0.5 0.06 3.0 0.35
  of which, audio visual & comp. 0.7 0.01 0.7 0.02
  of which, holiday travel -2.6 -0.13 4.3 0.22

Education 4.7 0.20 4.9 0.22

Financial & insurance services 7.9 0.46 7.0 0.42
CPI: All groups 4.1 – 3.0 –
Sources: ABS, RBA, Westpac Banking Corporation.
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Falling wholesale prices and another round of energy rebates 
to hold down utilities inflation in 2024
Wholesale gas prices peaked back in the June quarter of 2022 
with electricity prices following soon after, peaking in the Sep-
tember quarter. On average across the east coast, electricity 
futures were 65% lower in the December quarter compared to 
their September 2022 peak; Victoria has seen the largest fall of 
78% while SA saw the smallest fall of 47%.

While the relationship is far from perfect, we have found that di-
rection of electricity futures lead the direction in electricity pric-
es by around three quarters. This suggests we should have seen 
the peak in wholesale electricity prices and it is possible that 
retail prices could drift lower from here. But we are cautious as 
electricity futures can fall much further this year. Natural gas 
prices seem to be anchored around the $12/gigajoule price cap 
that has been imposed by the Commonwealth Government and 
the expansion of renewables seems to have slowed a bit. Addi-
tionally, it appears the recent increase in power bills fell short of 
the spike in wholesale electricity prices. 

There is also an additional complexity: as electricity prices 
surged, both state and the federal governments offered a 
series of energy rebates to offset the increase in power bills. 
As these were provided to the distributors, rather than a cash 
transfer to households, they reduced power bills which was 
then reflected in lower electricity prices in the CPI compared to 
power bills without the rebates. (see chart over). These rebates 
were introduced in 2022, and again in 2023, temporarily hold-
ing down electricity prices in the CPI even though electricity 
prices were rising in the retail market. This is why in late 2022 
and early 2023, electricity prices in the CPI snapped higher 
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CPI vs Monthly Indicator %yr
Dec 23 Oct Nov Dec

Qtr Mth Mth Mth
Item % yr % yr % yr % yr
Food 4.5 5.3 4.6 4.0
  of which, bread & cereals 8.2 8.5 8.3 7.7
  of which, meat & seafood 0.0 1.8 0.2 -1.9
  of which, dairy & related prod. 6.4 7.8 6.1 5.2
  of which, fruit & vegetables -0.2 1.0 0.7 -2.2
  of which, food products nec 6.5 6.2 6.6 6.8
  of which, non-alcohol bev. 5.3 3.4 5.4 7.1
Alcohol & tobacco 6.6 6.6 6.4 6.8
  of which, Alcohol 4.5 4.5 4.2 4.6
  of which, Tobacco 10.6 10.4 10.5 10.8
Clothing & footwear -1.1 -1.5 -0.9 -0.8
  of which, garments -0.8 -1.7 -0.4 -0.4
Housing 6.1 6.1 6.6 5.2
  of which, Rents 7.3 6.6 7.1 7.4
  of which, House purchases 5.1 4.7 5.5 5.1
  of which, Electricity 6.9 10.1 10.7 0.4
  of which, Gas & other fuels 13.4 13.0 12.9 8.5
H/hold contents & services -0.2 0.4 -0.3 -0.3
Health 5.1 6.3 5.2 4.7
Transportation 3.7 5.9 3.6 3.6
  of which, auto fuel 5.4 8.6 2.3 5.3
Communication 2.2 1.8 2.4 2.0
Recreation 0.5 2.7 1.2 -2.4
  of which, holiday travel -2.6 1.3 -0.3 -9.1
Education 4.7 4.8 4.8 4.7
Financial & insurance services 8.1 8.6 8.8 8.2
CPI: All groups 4.1 4.9 4.3 3.4

CPI vs Monthly Indicator %qtr/%mth
Dec 23 Oct Nov Dec

Qtr Mth Mth Mth
Item % qtr % mth % mth % mth
Food 0.5 0.1 0.8 0.2
  of which, bread & cereals 1.9 0.2 0.6 1.1
  of which, meat & seafood -1.2 0.1 -0.9 -1.4
  of which, dairy & related prod. 0.6 0.7 -0.1 1.0
  of which, fruit & vegetables -1.2 -0.1 2.1 0.1
  of which, food products nec 1.9 0.2 1.0 1.7
  of which, non-alcohol bev. 0.5 -0.6 1.4 0.8
Alcohol & tobacco 2.8 1.3 -0.3 0.1
  of which, Alcohol 0.5 0.0 -0.4 0.1
  of which, Tobacco 7.0 3.4 0.1 0.2
Clothing & footwear 0.5 1.6 -1.7 1.3
  of which, garments 1.9 3.4 -2.9 2.1
Housing 1.0 0.4 0.7 -0.3
  of which, Rents 0.9 -0.4 0.7 0.7
  of which, House purchases 1.5 0.2 0.9 0.5
  of which, Electricity 1.4 3.4 0.4 -5.7
  of which, Gas & other fuels -1.0 -2.5 2.3 -0.4
H/hold contents & services -1.0 -1.6 0.3 0.8
Health 0.6 0.8 0.0 -0.3
Transportation -0.2 -1.0 -0.1 -2.1
  of which, auto fuel -0.2 -2.9 -0.5 -5.5
Communication 0.4 0.1 -0.1 -0.1
Recreation 0.3 -3.2 1.0 7.0
  of which, holiday travel 1.0 -7.0 2.7 15.8
Education -0.1 0.0 0.0 -0.1
Financial & insurance services 1.7 0.0 0.8 0.8
CPI: All groups 0.6 -0.3 0.3 0.7
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to be level of prices quoted in bills without rebates. Rebates 
were applied again through 2023, holding down another surge 
power bill price inflation. However, as we saw in 2022 we expect 
electricity prices in the CPI to snap back bill prices without 
rebates through early 2024. However, through 2024 we are not 
expecting to see an increase in power bill prices but given their 
extreme level it is possible the government will offer another 
round of rebates through the second quarter of 2024 holding 
CPI electricity prices below bill prices through the middle of the 
year. 

Dwellings and rents inflation to moderate
While the housing market remains tight, it does appear that the 
worst for dwelling/rent inflation, as measured in the CPI, has 
passed, at least for now. Established home prices are picking up 
again but this is offsetting falling prices through 2023 and, as 
such, is likely to mean that dwelling price inflation should sta-
bilise around current levels rather than pick up further in 2024. 
Asking rents are still rising but at a slower pace than they were 
a year ago, and again, this will most likely lead to a stabilisation 
in rent inflation rather than drive a significant moderation. It is 
important to remember that CPI rents includes all rents, both 
public and private, and are net of any government assistance. 
On that front, we also need to remember that Federal Gov-
ernment Rental Assistance is indexed to the CPI in March and 
September.  

Fuel prices to track broadly sideways through 2024
We are expecting Brent crude prices to broadly track sideways 
through the first half of 2024, if in a somewhat volatile manner, 
before they firm to US$85 by the end of the year. At the same 
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Monthly CPI Indicator & Jan forecasts (%mth)

Oct Nov Dec Jan
Qtr Mth Mth Mth

Item % mth % mth % mth % mth
Food 0.1 0.8 0.2 0.3
  of which, bread & cereals 0.2 0.6 1.1 0.2
  of which, meat & seafood 0.1 -0.9 -1.4 0.6
  of which, dairy & related prod. 0.7 -0.1 1.0 0.0
  of which, fruit & vegetables -0.1 2.1 0.1 0.6
  of which, food products nec 0.2 1.0 1.7 0.3
  of which, non–alcohol bev. -0.6 1.4 0.8 0.4
Alcohol & tobacco 1.3 -0.3 0.1 -0.2
  of which, Alcohol 0.0 -0.4 0.1 -0.5
  of which, Tobacco 3.4 0.1 0.2 0.2
Clothing & footwear 1.6 -1.7 1.3 -3.8
  of which, garments 3.4 -2.9 2.1 -5.4
Housing 0.4 0.7 -0.3 1.4
  of which, Rents -0.4 0.7 0.7 0.7
  of which, House purchases 0.2 0.9 0.5 0.4
  of which, Electricity 3.4 0.4 -5.7 9.0
  of which, Gas & other fuels -2.5 2.3 -0.4 0.3
H/hold contents & services -1.6 0.3 0.8 -1.7
Health 0.8 0.0 -0.3 0.0
Transportation -1.0 -0.1 -2.1 -0.3
  of which, auto fuel -2.9 -0.5 -5.5 -1.0
Communication 0.1 -0.1 -0.1 0.1
Recreation -3.2 1.0 7.0 0.6
  of which, holiday travel -7.0 2.7 15.8 2.4
Education 0.0 0.0 0.0 0.0
Financial & insurance services 0.0 0.8 0.8 0.0
CPI: All groups %qtr/%mth -0.3 0.3 0.7 0.1

Monthly CPI Indicator & Jan forecasts (%yr)

Oct Nov Dec Jan fcs
Mth Mth Mth Mth

Item % yr % yr % yr % yr
Food 5.3 4.6 4.0 4.4
  of which, bread & cereals 8.5 8.3 7.7 7.7
  of which, meat & seafood 1.8 0.2 -1.9 -1.3
  of which, dairy & related prod. 7.8 6.1 5.2 5.7
  of which, fruit & vegetables 1.0 0.7 -2.2 1.2
  of which, food products nec 6.2 6.6 6.8 6.0
  of which, non-alcohol bev. 3.4 5.4 7.1 4.5
Alcohol & tobacco 6.6 6.4 6.8 6.3
  of which, Alcohol 4.5 4.2 4.6 3.7
  of which, Tobacco 10.4 10.5 10.8 10.8
Clothing & footwear -1.5 -0.9 -0.8 -0.9
  of which, garments -1.7 -0.4 -0.4 -0.8
Housing 6.1 6.6 5.2 5.8
  of which, Rents 6.6 7.1 7.4 7.4
  of which, House purchases 4.7 5.5 5.1 5.0
  of which, Electricity 10.1 10.7 0.4 8.9
  of which, Gas & other fuels 13.0 12.9 8.5 0.7
H/hold contents & services 0.4 -0.3 -0.3 -0.3
Health 6.3 5.2 4.7 3.9
Transportation 5.9 3.6 3.6 3.0
  of which, auto fuel 8.6 2.3 5.3 3.1
Communication 1.8 2.4 2.0 2.1
Recreation 2.7 1.2 -2.4 1.4
  of which, holiday travel 1.3 -0.3 -9.1 0.3
Education 4.8 4.8 4.7 4.7
Financial & insurance services 8.6 8.8 8.2 8.2
CPI: All groups %qtr/%mth 4.9 4.3 3.4 3.9

Wholesale gas vs. electricity futures
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Petrol/diesel prices vs monthly CPI auto fuel
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time we have the Australian dollar holding around current levels 
in early 2024 before appreciating from the June quarter. On this 
basis we expect auto fuel prices to also hold around current 
levels through most of 2024.   

Market services inflation has peaked
Market services excluding “volatile items” inflation peaked at 
6.8%yr in March 2023 before moderating to 4.5%yr by De-
cember 2023. Given the current pace of wages growth, we are 
expecting this group’s inflation rate to moderate only modestly 
from here. However, we also find it hard to see how there would 
be a re-acceleration in inflation from this group given our ex-
pectation for a meaningful moderation in unit labour costs due 
to a recovery in productivity. 

Consumer durable goods remain disinflationary 
Global disinflationary forces will still be in play, at least for the 
first half of 2024, which in the face of a weak consumer, is likely 
to see prices fall for items such as clothing & footwear, furniture, 
electronic goods and automotive spare parts. 

Markets have priced out near term inflationary risks 
Market inflationary expectations, as measured by the 1yr swap 
rate, peaked in early 2023 at a bit more than 5% and are now  
back around 3% to be only a touch higher than 2yr, 5yr and 10yr 
expectations. While this is still at the top of the RBA’s target 
band, we would expect the 1yr to 5yr rate to drift down below 
the 10yr rate through 2024 pointing to inflation being at the mid 
point for the target band sometime in 2025 if not sooner. 

Justin Smirk, Senior Economist, ph (61–2) 8254 9336
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Westpac (NZ division) or Westpac New Zealand Limited (company number 1763882), the New Zealand incorporated subsidiary of 
Westpac (“WNZL”). Any product or service made available by WNZL does not represent an offer from Westpac or any of its subsidiar-
ies (other than WNZL). Neither Westpac nor its other subsidiaries guarantee or otherwise support the performance of WNZL in respect 
of any such product. WNZL is not an authorised deposit-taking institution for the purposes of Australian prudential standards. The cur-
rent disclosure statements for the New Zealand branch of Westpac and WNZL can be obtained at the internet address www.westpac.
co.nz.  

Singapore: 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 of this material in Singapore should con-
tact 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.

US: 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 regis-
tered as, or affiliated with, a Futures Commission Merchant registered with the US CFTC. The services and products referenced above are 
not insured by the Federal Deposit Insurance Corporation (“FDIC”). 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 com-
munication and accepts responsibility for the contents of this communication. Transactions by U.S. customers of any securities referenced 
herein should be effected through WCM. 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. Investing in any non-U.S. securities or relat-
ed financial instruments mentioned in this communication may present certain risks. 
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Disclaimer continued

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 be 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 of WCM or any other U.S. broker-dealer 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.

UK and EU: The London branch of Westpac is authorised in the United Kingdom by the Prudential Regulation Authority (PRA) and is 
subject to regulation by the Financial Conduct Authority (FCA) and limited regulation by the PRA (Financial Services Register number: 
124586).  The London branch of Westpac is registered at Companies House as a branch established in the United Kingdom (Branch No. 
BR000106). Details about the extent of the regulation of Westpac’s London branch by the PRA are available from us on request.   

Westpac Europe GmbH (“WEG”) is authorised in Germany by the Federal Financial Supervision Authority (‘BaFin’) and subject to 
its regulation.  WEG’s supervisory authorities are BaFin and the German Federal Bank (‘Deutsche Bundesbank’).  WEG is registered 
with the commercial register (‘Handelsregister’) of the local court of Frankfurt am Main under registration number HRB 118483.  In 
accordance with APRA’s Prudential Standard 222 ‘Association with Related Entities’, Westpac does not stand behind WEG other than 
as provided for in certain legal agreements (a risk transfer, sub-participation and collateral agreement) between Westpac and WEG and 
obligations of WEG do not represent liabilities of Westpac.  

This communication is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such 
distribution or use would be contrary to local law or regulation. This communication is not being made to or distributed to, and must 
not be passed on to, the general public in the United Kingdom. Rather, this communication is being made only to and is directed at (a) 
those persons falling within the definition of Investment Professionals (set out in Article 19(5) of the Financial Services and Markets Act 
2000 (Financial Promotion) Order 2005 (the “Order”)); (b) those persons falling within the definition of high net worth companies, 
unincorporated associations etc. (set out in Article 49(2)of the Order; (c) other persons to whom it may lawfully be communicated in 
accordance with the Order or (d) any persons to whom it may otherwise lawfully be made (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. 
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”.  Westpac expressly prohibits you from 
passing on the information in this communication to any third party. 

This communication contains general commentary, research, and market colour.  The communication does not constitute investment 
advice. The material may contain an ‘investment recommendation’ and/or ‘information recommending or suggesting an investment’, both 
as defined in Regulation (EU) No 596/2014 (including as applicable in the United Kingdom) (“MAR”). In accordance with the relevant 
provisions of MAR, reasonable care has been taken to ensure that the material has been objectively presented and that interests or 
conflicts of interest of the sender concerning the financial instruments to which that information relates have been disclosed. 

Investment recommendations must be read alongside the specific disclosure which accompanies them and the general disclosure 
which can be found here: https://www.westpaciq.com.au/terms-and-conditions/investment-recommendation-disclosure. Such 
disclosure fulfils certain additional information requirements of MAR and associated delegated legislation and by accepting this 
communication you acknowledge that you are aware of the existence of such additional disclosure and its contents.

To the extent this communication comprises an investment recommendation it is classified as non-independent research. It has not 
been prepared in accordance with legal requirements designed to promote the independence of investment research and therefore 
constitutes a marketing communication. Further, this communication is not subject to any prohibition on dealing ahead of the 
dissemination of investment research. 
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