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INFLATION CONFIRMING 
OUR EARLIER ESTIMATE
Core inflation to return to the RBA’s target band

24 April 2025

Key points
•	 Westpac’s confirms a March quarter CPI 

near-cast is 0.7%qtr/2.2%yr, a moderation 
from the 2.4%yr pace in December.

•	 Our March Monthly CPI Indicator 
near-cast is 0.2%mth/2.0%yr, a step 
down from 2.4%yr in February.   

•	 Our Trimmed Mean estimate for 
the March quarter is 0.6%, with the 
annual pace easing back to 2.8%yr 
from 3.2%yr and the two-quarter 
annualised pace dropping to 2.3%yr.  

•	 Both our CPI and our Trimmed 
Mean estimates are rounded down 
from two decimal places so we see 
upside risk to both estimates. 

•	 We believe a 0.7%qtr print on the CPI, 
and a 0.6%qtr print on the Trimmed 
Mean, will set the RBA up for a rate 
cut at the May meeting. Even if the 
Trimmed Mean rounds up to 0.7% 
that would not change our view. 

�

Breakdown: Mar Quarter CPI & Mar Monthly CPI
Mar f/c Jan Feb Mar f/c 

Qtr Mth Mth Mth 

Item % qtr % mth % mth % mth
Food 1.0 0.8 0.0 0.1
  of which, bread & cereals 0.7 0.7 -1.2 0.7
  of which, meat & seafood 1.0 0.6 0.0 0.4
  of which, dairy & related prod. 0.5 -0.1 -0.7 0.5
  of which, fruit & vegetables 2.0 3.3 -0.5 0.3
  of which, food products nec 1.4 1.4 -1.3 -0.2
  of which, non–alcohol bev. 2.7 1.2 2.1 -0.5
Alcohol & tobacco 1.2 0.8 0.9 0.8
  of which, alcohol 1.0 0.8 1.0 0.3
  of which, tobacco 1.4 0.5 0.6 2.0
Clothing & footwear -0.4 -1.7 1.6 -0.5
  of which, garments -0.4 -2.5 2.8 -0.7
Housing 1.8 0.9 -0.1 0.6
  of which, rents 1.2 0.3 0.5 0.3
  of which, house purchases -0.3 -0.1 -0.1 0.1
  of which, electricity 14.5 8.9 -2.5 5.0
  of which, gas & other fuels 0.2 0.1 0.2 0.2
H/hold contents & services -1.1 -1.4 0.1 0.1
Health 2.5 0.0 0.0 2.4
Transportation 1.0 -0.5 0.8 -0.1
  of which, auto fuel 1.9 -1.4 1.2 -0.7
Communication 0.1 -0.4 0.9 -0.1
Recreation -2.4 -3.2 -3.6 -1.0
  of which, holiday travel -5.3 -5.9 -7.6 -2.0
Education 5.0 0.0 5.1 0.0
Financial & insurance services 0.6 0.1 0.2 0.4
CPI: All groups 0.7 -0.2 0.0 0.2
Sources: ABS, Westpac Banking Corporation

“The moderation in core inflation 
opens the door for a rate cut in May”
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BULLETIN

Unwinding of the rebates boosting power bills  
The timing of the Commonwealth energy rebates varies 
from city to city while the various state rebates add to the 
volatility in electricity prices. Based on the January and 
February Monthly CPI, and having pencilled in a 5% increase 
for the month of March, Westpac expects electricity prices 
to rise 14.5% in the March quarter. If there had been no 
energy rebates we estimate that electricity prices would have 
increased just 0.3% in March quarter. It is the expiration of 
the Qld $1,000 lump sum rebate, plus the mixed timing of 
the Commonwealth rebates, that are behind the larger jump 
electricity prices. 

Chart 1 illustrates that rebates have pushed back the increase 
in electricity prices in 2024 and will do so again in 2025, but 
to a lesser extent due to the Qld $1,000 rebate not being 
repeated. As such, electricity prices are set to boost headline 
inflation through 2025 and into the first quarter of 2026.  

Known March quarterly prices 
The quarterly price changes already know from the Monthly 
CPI Indicator are: 

•	 Meals out & take away foods (0.6%)
•	 Garments for infants & children (–3.2%)
•	 Footwear (–3.6%)
•	 Accessories & clothing services (1.3%)
•	 Maintenance & repair of dwellings (0.5%)
•	 Furniture & furnishings (–4.6%)
•	 Household textiles (–3.4%)
•	 Household appliances, utensils & tools (–2.1%)
•	 Hairdressing & personal grooming services (0.5%)
•	 Other household services (0.1%)
•	 Maintenance & repair of motor vehicles (0.7%)
•	 Other services in respect of motor vehicles (0.7%)
•	 Audio, visual and computing media & services (0.4%)
•	 Equipment for sports, camping and open air rec. (–0.8%)
•	 Games, toys & hobbies (0.6%)
•	 Sports participation (1.3%)
•	 Other recreational, sporting & cultural services (0.8%)
•	 Education (5.0%)
•	 Insurance (0.5%)

CPI setting the scene for a rate cut in May

Justin Smirk
Senior Economist

�

Breakdown of qtr CPI: Dec actual, Mar forecast
Dec 2024 Mar 2025 fcs

Item % qtr contrib % qtr contrib
Food 0.2 0.04 1.0 0.19
  of which, Fruit & vegetables -3.3 -0.07 2.0 0.04
Alcohol & tobacco 2.4 0.17 1.2 0.08
  of which, Tobacco 5.8 0.13 1.4 0.03
Clothing & footwear 0.1 0.00 -0.4 -0.01
Housing -0.7 -0.16 1.8 0.39
  of which, Rents 0.6 0.04 1.2 0.08
  of which, House purchases -0.2 -0.02 -0.3 -0.02
  of which, Utilities -4.9 -0.19 8.1 0.30
H/hold contents & services -0.2 -0.01 -1.1 -0.09
Health -0.2 -0.01 2.5 0.17
  of which, Pharmaceuticals -1.6 -0.02 6.0 0.06
Transportation -0.7 -0.08 1.0 0.12
  of which, Car prices -0.2 -0.01 0.3 0.01
  of which, Auto fuel -2.0 -0.07 1.9 0.06
Communication 0.5 0.01 0.1 0.00
Recreation 1.5 0.19 -2.4 -0.30
  of which, Audio visual & comp. -0.1 0.00 -1.9 -0.04
  of which, Holiday travel 3.1 0.18 -5.3 -0.33
Education 0.0 0.00 5.0 0.24
Financial & insurance services 0.8 0.05 0.6 0.03
CPI: All groups 0.2 – 0.7 –
CPI: All groups % year 2.4 – 2.2 –
Sources: ABS, Westpac Banking Corporation



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.

3WESTPAC ECONOMICS

BULLETIN

Unknown March quarterly prices
The components of the CPI that will get a quarterly update from 
the March Monthly CPI indicator, and so will appear as reported 
in the March quarter CPI, are: (Westpac estimates in brackets)

•	 Childcare (1.8%)
•	 Pharmaceutical products (5.7%)
•	 Therapeutic appliances & equipment (0.1%)
•	 Medical & hospital services (2.1%)
•	 Dental services (0.3%)
•	 Motor vehicles (0.2%)
•	 Books (2.9%)
•	 Newspapers, magazines & stationery (0.4%)
•	 Veterinary & other services for pets (0.2%)
•	 Other financial services (0.6%)

Moderation in core inflation is key
Westpac’s near cast for the Trimmed Mean is 0.6%qtr, 
0.64%qtr at two decimal places. As it is rounded down there 
is a clear risk that it could round up to 0.7%qtr. Our estimate 
for the Weighted Median is 0.7%qtr.

Remembering the data for the Trimmed Mean is seasonally 
adjusted some of the following estimates may not match what 
we present for out CPI estimate. 

The distribution of our Trimmed Mean ranges from –0.45% 
to 1.7%. The most significant contributions trimmed off the 
bottom are: audio visual & computing equipment (–3.6%) 
international holiday travel & accommodation (–3.1%), 
domestic holiday travel & accommodation (–1.7%), vegetables 
(–0.6%) and wine (–0.6%). Trimmed off the top are: 
automotive fuel (1.9%), tobacco (2.3%), sports participation 
(2.3%), tertiary education (2.6%), secondary education (2.7%), 
garments for women (2.9%) and (of course) electricity (16.4%).     

Upside risk to our forecasts 
Our March quarter CPI estimate is 0.7%qtr/2.2%yr, the slowest 
pace of inflation since March 2021. Such a print will see the six 
month annualised jump up from 0.9%yr to 2.3%yr which is still 
within the lower half of the RBA’s target band.  

At two decimal places our March quarter CPI estimate is 0.74% 
so rounded down suggesting upside risks to this near-cast. The 
upside risk could come via the unknown quarterly estimates 
such as childcare (1.8%), pharmaceutical products (5.7%) and 
medical & hospital services (2.1%). However, we did not round 
up our estimate as there are possible downside risks from motor 
vehicles (0.2%), books (2.9%) and newspapers, magazines & 
stationery (0.4%) as well as food, clothing, household goods 
and textiles. Thus we decided to run with a 0.7% estimate and 
highlight a possible upside risk. 

Our Trimmed Mean estimate for the March quarter is 
0.6%qtr/2.8%yr which will see the six month annualised pace 
drop from 2.7%yr to 2.3%yr, that is from the upper half to 
the lower half of the RBA’s target band. As we have detailed 

�

Impact of rebates on CPI inflation
CPI CPI CPI CPI

ex rebates ex rebates with rebates with rebates 

% qtr % yr % qtr % yr

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
Mar-25 (f) 0.7 2.7 0.7 2.2
Jun-25 (f) 0.6 2.4 0.7 1.9
Sources: ABS, Westpac Banking Corporation
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in earlier reports (Energy rebates have a meaningful impact 
on the CPI and March Quarter CPI Preview), the cost of living 
assistance has not had a material impact on core inflation and 
as such, we argue that the Trimmed Mean remains a reliable 
measure of underlying inflation. However, our estimate is 
rounded down from 0.64% at two decimal places suggesting 
an upside risk to our estimate. The current RBA forecast to 
June 2025 is 2.7%yr which would be consistent with a 0.7% 
increase in the March and June quarters. 

Cost-of-living assistance held down inflation 
As noted about, our previous research bulletins found that 
the cost of living measures held down inflation in the CPI 
from 2022 into the first half of 2025. However, as they end 
and underlying prices are now higher than they were pre 
the assistance measures, they will boost inflation thought 
the second half of 2025 and into 2026. As at June 2025 we 
estimate headline inflation to be just 1.9%yr where as if the 
cost of living assistance had not been there we estimate 
inflation at 2.4%yr.  

Looking further out by December 2025 we have inflation at 
3.1%yr but if the cost of living assistance had not been in 
place inflation would be just 2.4%yr. This effect continues 
in the annual rate of inflation out to June 2026, 3.3%yr vs. 
2.9%yr with no assistance, from where it fades away in the 
second half of 2026.

�

Rebates have little impact on core inflation
TM TM TM TM

ex rebates ex rebates with rebates with rebates 

% qtr % yr % qtr % yr
Dec-22 1.7 6.8 1.7 6.8
Mar-23 1.2 6.5 1.2 6.5
Jun-23 0.9 5.8 0.9 5.8
Sep-23 1.3 5.2 1.2 5.1
Dec-23 0.9 4.4 0.8 4.2
Mar-24 1.1 4.3 1.0 4.0
Jun-24 0.8 4.2 0.9 4.0
Sep-24 0.8 3.7 0.8 3.6
Dec-24 0.6 3.3 0.5 3.2
Mar-25 (f) 0.7 2.9 0.6 2.8
Jun-25 (f) 0.6 2.7 0.6 2.6
Sources: ABS, Westpac Banking Corporation

https://library.westpaciq.com.au/content/dam/public/westpaciq/secure/economics/documents/aus/2024/11/er20241121BullInflationDeeperInsightsNov.pdf
https://library.westpaciq.com.au/content/dam/public/westpaciq/secure/economics/documents/aus/2024/11/er20241121BullInflationDeeperInsightsNov.pdf
https://www.westpaciq.com.au/economics/2025/04/monthly-cpi-indicator-march-2025
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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. 


