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INFLATION DEEPER 
INSIGHTS Q4 2024
The moderation in core inflation is fundamental

10 February 2025

Key points
•	 The step down in the pace of 

inflation in the second half of 2024 
was not just about the governments’ 
cost-of-living measures. 

•	 Cost-of-living measures may have 
shaved 0.7ppt off the CPI in 2024, but 
we estimate they had no meaningful 
impact on the Trimmed Mean.  

•	 We found that the step down 
in core inflation was due to a 
moderation in housing costs as well 
as disinflation in clothing/ footwear 
and deflation in durable goods.

•	 This has resulted in a downward 
revision to our inflation forecasts. 
At June 2025, we now expect 
the CPI to print 1.7%yr.  

•	 However, the CPI is being boosted 
by the unwind of energy rebates. 
We now expect the Trimmed Mean 
to ease to 2.4%yr at June 2025.

�

Breakdown: Dec Quarter CPI & Dec Monthly CPI
Dec Oct Nov Dec  

Qtr Mth Mth Mth 

Item % qtr % mth % mth % mth
Food 0.2 0.1 0.5 0.1
  of which, bread & cereals 1.7 1.3 0.4 0.6
  of which, meat & seafood 0.9 0.5 0.2 0.2
  of which, dairy & related prod. –0.4 –1.0 0.9 1.0
  of which, fruit & vegetables –3.3 –0.6 –0.2 –1.4
  of which, food products nec 1.0 0.0 0.5 1.3
  of which, non–alcohol bev. –0.4 0.2 0.3 0.3
Alcohol & tobacco 2.4 1.0 0.3 –0.7
  of which, alcohol 0.7 0.2 0.4 –1.0
  of which, tobacco 5.8 2.8 0.1 0.2
Clothing & footwear 0.1 0.4 –0.4 0.6
  of which, garments –0.2 0.2 –0.7 1.0
Housing –0.7 –1.0 1.7 –0.1
  of which, rents 0.6 –0.3 0.6 0.3
  of which, house purchases –0.2 0.1 –0.6 0.1
  of which, electricity –9.9 –12.3 22.4 –1.5
  of which, gas & other fuels 0.6 –1.3 3.2 –1.7
H/hold contents & services –0.2 –0.6 0.3 0.4
Health –0.2 0.0 0.0 –0.2
Transportation –0.7 0.0 0.3 1.1
  of which, auto fuel –2.0 –0.1 0.9 3.8
Communication 0.5 0.2 0.7 –0.3
Recreation 1.5 –1.3 –0.1 5.5
  of which, holiday travel 3.1 –2.0 –1.3 11.5
Education 0.0 –0.1 0.0 0.1
Financial & insurance services 0.8 0.2 0.2 0.5
CPI: All groups 0.2 –0.3 0.5 0.8
Sources: ABS, Westpac Banking Corporation

“Core inflation is moderating 
faster than anticipated ”
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BULLETIN

December quarter CPI surprises to the downside
In our CPI Preview, we noted that the risk to our December 
quarter CPI and Trimmed Mean estimates were to the 
downside. That risk ended up materialising, with the CPI 
increasing just 0.2%qtr/2.4%yr (Westpac f/c: 0.3%qtr/2.5%yr) 
while the Trimmed Mean rose 0.5%qtr/3.2%yr (Westpac f/c: 
0.6%qtr/3.3%yr). 

In our post CPI wrap, we highlighted that the CPI had 
been significantly impacted by various cost-of-living 
measures, including Commonwealth Rent Assistance (CRA), 
Commonwealth Energy Bill Relief Fund (ERBF) rebates 
and various state government energy rebates. We estimate 
these measures collectively shaved 0.3ppt off the CPI in the 
December quarter and 0.7ppt over 2024; that is, headline 
inflation would have printed 3.1%yr in the December without 
the offset from the cost-of-living measures. 

However, the impact on core inflation (as measured by the 
Trimmed Mean) was negligible given those components 
impacted by those measures have been trimmed out. We 
estimate that the cost-of-living measures shaved just 0.1ppt 
off the Trimmed Mean in the December quarter (and this 
is a rounded up estimate) and at most 0.1ppt over 2024. 
The Trimmed Mean therefore provides a clearer guide on 
underlying inflationary pressures that are not influenced by 
the government cost-of-living measures. Thus, the 0.5% 
increase in the December quarter represents a genuine step 
down in the pace of core inflation (see tables over). 

Housing key to core disinflation
In the December quarter, dwelling prices fell –0.2% taking the 
annual pace down to 2.9%yr from 4.8%yr in September and a 
recent peak of 20.7% in September 2022. As noted by the ABS, 
this is not due to any cost-of-living or home buyer assistance, 
but rather it “reflects project home builders increasing 
incentives and promotional offers to entice new business in 
a subdued new home market”. Remember dwelling prices in 
CPI measure the cost of constructing or renovating a dwelling, 
including builders margins, so prices can fall as margins are 
compressed – even if input costs such as materials or wages 
are not falling. 

Westpac is forecasting dwelling inflation to continue easing 
from here, falling to a nadir of 1.2%yr in December 2025. 
December’s Monthly CPI Indicator revealed that dwelling prices 
rose just 0.1%mth, on par with the flat average of the previous 
six months. In the six months to December 2023, dwelling 
prices rose an average of 0.5% per month and our forecast to 
June 2025 is an average of 0.2% per month over six months.

Housing is fundamental to the moderation

Justin Smirk
Senior Economist

�

Impact of rebates on the CPI
CPI CPI CPI CPI

ex rebates ex rebates with rebates with rebates 

% qtr % yr % qtr % yr

 Jun-22 1.8 6.1 1.8 6.1
Sep-22 2.1 7.6 1.8 7.3
Dec-22 1.5 7.7 1.9 7.8
Mar-23 1.5 7.0 1.4 7.0
Jun-23 0.8 6.0 0.8 6.0
Sep-23 1.6 5.4 1.2 5.4
Dec-23 0.7 4.7 0.6 4.1
Mar-24 1.1 4.3 1.0 3.6
Jun-24 0.9 4.3 1.0 3.8
Sep-24 0.6 3.4 0.2 2.8
Dec-24 0.5 3.1 0.2 2.4
Sources: ABS, Westpac Banking Corporation

�

Rebates had little impact on core inflation
TM TM TM TM

ex rebates ex rebates with rebates with rebates 

% qtr % yr % qtr % yr
 Jun-22 1.6 4.9 1.5 4.9
Sep-22 1.9 6.1 1.9 6.0
Dec-22 1.6 6.7 1.7 6.8
Mar-23 1.2 6.4 1.2 6.5
Jun-23 0.9 5.7 0.9 5.8
Sep-23 1.3 5.1 1.2 5.1
Dec-23 0.9 4.3 0.8 4.2
Mar-24 1.1 4.2 1.0 4.0
Jun-24 0.8 4.1 0.9 4.0
Sep-24 0.8 3.6 0.8 3.6
Dec-24 0.6 3.3 0.5 3.2
Sources: ABS, Westpac Banking Corporation

Rents gained 0.6% in the December quarter, the softest 
quarterly increase since December 2021. The ABS noted 
that the “maximum rate available for Commonwealth Rental 
Assistance (CRA) increased by 10% on 20 September 2024, 
in addition to the usual biannual CPI indexation on 20 March 
and 20 September each year. This follows an additional 
increase to CRA maximum rates of 15% in September last 
year.” We estimate that without the additional increase in 
assistance, rents would have increased 1.5% in the December 
quarter. Regardless, this still represents a step down in the 
pace of rental inflation compared to the 1.6% increase in 
September (1.8% without the rental assistance increase). The 

https://www.westpaciq.com.au/economics/2025/01/inflation-december-qtr-cpi-preview-23-january-2025
https://www.westpaciq.com.au/economics/2025/01/inflation-Q4cpi-2024
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1. Housing ex energy inflation is moderating

5. Rents to moderate with population growth

3. Dwelling inflation set to move lower

4. Asking rents vs. CPI rents

2. Dwelling construction & input prices

pace of rental inflation has clearly taken a step down, and the 
ongoing moderation in asking rents inflation alongside slower 
population growth suggests this should persist through 2025.

The annual pace of rental inflation was 6.4%yr in the 
December quarter, down from 6.7%yr in September and the 
recent peak of 7.8%yr in March 2024. Westpac is forecasting 
rental inflation to fall to around 4%yr through 2026.     

Our inflation profile has been marked down 
Our preliminary estimate for the March quarter is 
0.5%qtr/2.0%yr. Our Trimmed Mean estimate is also 
0.5%qtr/2.7%yr. Excluding the cost of living measures we 
estimate a 0.6%/2.6%yr increase in the CPI. As before, we do 
not see cost-of-living measures as having a meaningful impact 
on our Trimmed Mean estimate.  
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CPI Breakdown: Q4 2024 actual, Q1 2025 f/c
Dec 2024 Mar 2025 fc/s

Item % qtr contrib % qtr contrib
Food 0.2 0.04 0.8 0.14
  of which, Fruit & vegetables –3.3 –0.07 1.2 0.02
Alcohol & tobacco 2.4 0.17 0.9 0.06
  of which, Tobacco 5.8 0.13 1.0 0.02
Clothing & footwear 0.1 0.00 –1.1 –0.04
Housing –0.7 –0.16 0.7 0.15
  of which, Rents 0.6 0.04 1.0 0.06
  of which, House purchases –0.2 –0.02 0.1 0.01
  of which, Utilities –4.9 –0.19 1.9 0.07
H/hold contents & services –0.2 –0.01 –0.7 –0.06
Health –0.2 –0.01 1.3 0.09
  of which, Pharmaceuticals –1.6 –0.02 5.7 0.05
Transportation –0.7 –0.08 1.2 0.13
  of which, Car prices –0.2 –0.01 0.4 0.01
  of which, Auto fuel –2.0 –0.07 2.0 0.07
Communication 0.5 0.01 0.1 0.00
Recreation 1.5 0.19 –1.2 –0.15
  of which, Audio visual & comp. –0.1 0.00 0.3 0.01
  of which, Holiday travel 3.1 0.18 –3.3 –0.20
Education 0.0 0.00 3.3 0.15
Financial & insurance services 0.8 0.05 0.6 0.03
CPI: All groups 0.2 – 0.5 –
CPI: All groups % year 2.4 – 2.0 –
Sources: ABS, Westpac Banking Corporation

Driving the 0.5% increase in the CPI is a 0.8% increase in 
food (0.14ppt contribution) and a 0.7% increase in housing 
(0.15ppt contribution). The latter not only a 1.0% increase in 
rents and a 0.1% lift in dwellings, but also a 1.9% increase 
in utility prices as the Qld and WA energy rebates unwind. 
Transportation is also set to make a solid contribution 
(1.2%/0.13ppt) mostly due to a 2.0% (0.07ppt) increase 
in auto fuel. Meanwhile, the usual seasonal increase in 
education is expected to be 3.3%/0.15ppt. Holiday travel & 
accommodation is expected to provide somewhat of an offset 
(–3.3%/–0.2ppt) while household contents & services are 
expected to fall (–0.7%/–0.06ppt) as are clothing & footwear 
(–1.1%/–0.04ppt).

Late last year, our forecast for the March quarter CPI and 
Trimmed Mean was 0.7%qtr/2.2%yr and 0.7%qtr/3.0%yr 
respectively. The Q4 CPI report subsequently revealed that a 
broad moderation in inflation seen through the final months 
of the year, which we anticipate will continue into 2025. As 
such, we have marked down our estimate for CPI inflation at 
the June quarter 2025 to 1.7%yr (it was 1.9%yr prior) and 
2.4%yr for the Trimmed Mean (it was 2.8%yr prior). Key to 
this moderation in core inflation has been the moderation in 
housing costs excluding energy. 

We also have to consider the impact of expiring energy 
rebates on inflation. Our current forecast is that headline 
CPI inflation will print 2.9% in December 2025 as electricity 
prices bounce back. However, if we exclude the cost-of-living 
assistance from our estimate, CPI inflation is just 2.2%yr at 
year-end.

We see a strong possibility that the Commonwealth 
Government will roll-forward the energy rebates into the 
second half of 2025 and thus, there is a significant downside 
risk to our forecast for headline inflation through 2025. 
However, as we noted earlier, we do not see these rebates 
having any meaningful impact on core inflation.

Monthly CPI Indicator in the band for now
Our preliminary near-cast for the January Monthly CPI 
Indicator is –0.4%mth/2.4%yr. January is a seasonally soft 
month around clothing & footwear, household contents and 
holiday travel, but with the Commonwealth government 
rebates carrying into the first half of 2025, there is a clear risk 
of electricity prices falling in the month. Our current monthly 
profile suggests that the annual pace of the Monthly CPI 
Indicator could dip below 2%yr in the first half of 2025.

�

Breakdown Monthly CPI Indicator
Jan–24 Nov–25 Dec–25 Jan f/c 

Mth Mth Mth Mth 

Item % mth % mth % mth % mth
Food 0.3 0.5 0.1 0.3
  of which, bread & cereals –0.1 0.4 0.6 0.0
  of which, meat & seafood 0.0 0.2 0.2 0.3
  of which, dairy & related prod. –0.7 0.9 1.0 –0.3
  of which, fruit & vegetables 0.9 –0.2 –1.4 1.2
  of which, food products nec 1.2 0.5 1.3 0.8
  of which, non–alcohol bev. 1.6 0.3 0.3 0.8
Alcohol & tobacco 0.2 0.3 –0.7 0.2
  of which, alcohol 0.3 0.4 –1.0 0.3
  of which, tobacco 0.1 0.1 0.2 0.1
Clothing & footwear –2.5 –0.4 0.6 –1.8
  of which, garments –2.8 –0.7 1.0 –2.1
Housing 0.2 1.7 –0.1 –0.3
  of which, rents 0.7 0.6 0.3 0.3
  of which, house purchases 0.1 –0.6 0.1 0.1
  of which, electricity 0.9 22.4 –1.5 –5.0
  of which, gas & other fuels –1.8 3.2 –1.7 –1.0
H/hold contents & services –1.1 0.3 0.4 –1.2
Health 0.0 0.0 –0.2 0.0
Transportation –0.2 0.3 1.1 0.1
  of which, auto fuel –0.9 0.9 3.8 0.2
Communication 0.0 0.7 –0.3 0.1
Recreation –2.4 –0.1 5.5 –2.0
  of which, holiday travel –5.2 –1.3 11.5 –4.5
Education 0.0 0.0 0.1 0.0
Financial & insurance services 0.0 0.2 0.5 0.0
CPI: All groups –0.3 0.5 0.8 –0.4
Sources: ABS, Westpac Banking Corporation
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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. 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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