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PREVIEW AND ANALYSIS

Core inflation momentum easing?
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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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We will continue to focus on the quarterly prints

+Justin Smirk
/ Senior Economist

A softer November CPI ...

The Complete Monthly CPI rose 3.4% over the year to
November, softer than Westpac’'s 3.8% estimate and the
market’s 3.6% expectation. The index was flat in November,
below Westpac's near-cast of a 0.4% gain, driven by a
smaller-than-expected rise in electricity (6.8% vs. 16.0%
est.), larger declines in household contents & services (-0.9%
vs. —0.2% est.), clothing & footwear (-3.1% vs. —-2.9% est.)
and health (-0.5% vs. 0.0% est.), and a softer increase in
transport (0.3% vs. 0.6% est.). These were partially offset

by stronger-than-expected rises in food (0.4% vs 0.2% est.),
rents (0.4% vs. 0.3% est.), new dwellings (0.5% vs 0.4% est.)
and communication (0.4% vs. -0.1% est.).

Energy rebates continued to materially depress measured
monthly and quarterly inflation but boost annual measures.
Electricity prices rose 19.7% over the year, well below the
37.1% pace in October, reflecting the Queensland Government
rebate and fewer catch-up payments from the Commonwealth
Energy Bill Relief Fund (EBRF) in 2025 compared with 2024.

Excluding Commonwealth and State electricity rebates, the
ABS estimated electricity prices increased 4.6% over the year
to November, compared with 5.0% in October, consistent with
the annual retail price reviews implemented in July 2025.

For more information on the November Monthly CPI see
“Momentum not as strong as first thought”.

... hints of a moderation in core inflation

The Trimmed Mean increased 3.2% in the year to November, a
slight moderation from the 3.3%yr pace in October. Due to its
short history, the annual pace of Monthly Trimmed Mean can
only be calculated back to April 2025. Before then the ABS
uses annual movements from the quarterly estimates.

In the month of November the Trimmed Mean lifted 0.3%,
the same monthly increase it has seen for the previous four
months and down from the 0.5%mth increase in July but
stronger than the 0.2%mth prints from March to June. For
reference, the RBA’s 2-3% target range for annual inflation
equates to a monthly pace of 0.17-0.25%.

We do know that due to the short history of the Monthly CPI
the RBA will, at least for the near term, focus on the quarterly
Trimmed Mean. The ABS has also noted that it is unlikely to
be able to make a detailed assessment of seasonality in the
monthly series until the June quarter of 2027. As such, we
anticipate the RBA will use the December quarter print to
guide its decision.

Revision to the December quarter CPl estimate

Dec 12, 2025 Jan 16, 2026
Item % qtr contrib % qtr contrib
Food 0.2 0.04 0.4 0.06
of which, Fruit & vegetables -3.7 -0.07 -3.2 -0.06
Alcohol & tobacco 1.1 0.07 0.8 0.05
of which, Tobacco 4.6 0.09 5.0 0.10
Clothing & footwear 0.5 0.02 0.3 0.01
Housing 0.8 0.18 0.4 0.10
of which, Rents 0.7 0.05 0.8 0.05
of which, House purchases 1.4 0.11 1.5 0.11
of which, Utilities 0.2 0.01 -1.9 -0.08
H/hold contents & services 0.2 0.02 -0.1 -0.01
Health -0.2 -0.01 -0.6 -0.04
of which, Pharmaceuticals -1.4 -0.01 -1.6 -0.01
Transportation 0.9 0.11 0.6 0.07
of which, Car prices 0.1 0.00 -0.9 -0.03
of which, Auto fuel 1.7 0.06 1.5 0.05
Communication -0.1 0.00 0.1 0.00
Recreation 1.2 0.15 1.7 0.21
of which, Audio visual & comp. 0.3 0.00 0.1 0.00
of which, Holiday travel 1.8 0.11 2.8 0.18
Education 0.1 0.00 0.1 0.00
Financial & insurance services 0.3 0.02 0.5 0.03
CPI: All groups 0.6 - 0.5 -
CPI: All groups % year 3.6 - 3.5 -
Sources: ABS, Westpac Banking Corporation
Westpac inflation profile
Dec-25 Mar-26 Jun-26 Sep-26
CPI Index 1443 145.4 146.3 147.4
(%qtr) 0.5 0.8 0.6 0.8
(Yoyr) 3.5 3.3 3.2 2.6
Trimmed mean (Yoqtr) 0.7 0.6 0.6 0.6
(Yoyr) 3.1 3.1 3.0 2.5
(6mth ann’d) 3.5 2.8 2.4 2.3

Source: ABS, Westpac Economics.

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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Electricity to hoost December CPI...

Westpac is estimating a 0.9% increase in the December Monthly
CPI which will lift the annual pace from 3.4%yr to 3.7%yr.

Boosting the December estimate are: a 12% bump in
electricity as the impact of the last round of rebates continues
to fade; an 11% rise in holiday travel & accommodation; while
rents and dwellings each rise 0.4%. Partially offsetting these
gains are a —1.4% decline in fruit & vegetables and a -1.7%
drop in gas & other household fuels.

While electricity is making a significant contribution,
December is also a seasonally strong month with our seasonal
adjusted estimate increasing just 0.1% in the month.

...hut another moderate read on core inflation
Westpac has applied the ABS’s forward seasonal factors

to seasonally adjust our Monthly CPI estimates, allowing

us to project the Monthly Trimmed Mean. For December,

we estimate a 0.1% rise, which would hold the annual pace
steady at 3.2%yr, see the three-month pace ease from 0.6%
to 0.4%, and the six-month annualised rate slow to 3.5%yr
from 3.7%yr. Based on our current projections, we expect the
annual pace of the Monthly Trimmed Mean to continue easing,
down to 3.1%yr in January 2026, 3.0%yr in March, 2.8%yr in
July, 2.7%yr in September, and 2.5%yr by December 2026.

All of this is consistent with a moderation in core inflation,
which we will be watching closely as the year unfolds.

Headline CPI revised down...

Westpac is estimating a 0.5% rise in the December-quarter
CPI, a 0.1ppt downgrade from our earlier forecast. Because
a 0.2% quarterly increase is dropping out of the base, the
annual pace is expected to lift from 3.2%yr to 3.5%yr.
Offsetting quarterly inflation is a 4.7% fall in electricity prices
(despite strong increases in November and December, the
average level for the quarter is lower than in September)
alongside declines in pharmaceuticals (-1.6%) and alcohol
(-1.0%), and now an expected fall in motor vehicle prices
(—0.9%). Rents (0.8%) and new dwellings (1.5%) continue
to provide solid contributions, as does automotive fuel
(1.5%), but the standout for the quarter is holiday travel &
accommodation (2.8%).

...as is the Trimmed Mean

Readers will recall that the Trimmed Mean is calculated

from seasonally adjusted price changes. Westpac’s estimate
for the December-quarter Trimmed Mean has been revised
down by 0.1ppt. We now expect a 0.7% increase which,

with the 0.6% rise from December 2024 dropping out, lifts
the annual pace slightly to 3.1%yr from 3.0%yr. The range

of component price changes included in the Trimmed Mean
runs from —0.71% to 1.52%, bookended by garments for men
(—0.71%) at the low end and new dwellings (1.52%) at the
top. Notable contributors within the Trimmed Mean for the
quarter include automotive fuel (1.47%), restaurants (1.00%),
domestic holiday travel & accommodation (0.92%), medical &
hospital services (0.90%), rents (0.81%), takeaway & fast food
(0.60%), other financial services (0.37%), international holiday
travel & accommodation (0.19%) and vegetables (-0.61%).

Breakdown: Monthly CPI Annual Pace

Sep Oct Nov Dec fcs

Mth Mth Mth Mth

Item %yr %yr % yr % yr
Food 3.2 3.2 3.3 3.3
of which, bread & cereals 1.9 0.7 1.2 1.1
of which, meat & seafood 3.4 3.8 3.9 4.5
of which, dairy & related prod. 2.6 3.0 3.2 2.7
of which, fruit & vegetables 0.7 1.8 2.7 2.7
of which, food products nec 4.3 3.8 3.6 3.3
of which, non-alcohol bev. 5.4 4.8 4.7 4.4
Alcohol & tobacco 5.5 4.4 4.3 4.4
of which, alcohol 2.2 1.6 1.0 1.3
of which, tobacco 13.5 11.6 12.2 12.2
Clothing & footwear 3.8 5.4 5.1 4.9
of which, garments 1.4 3.6 2.2 1.5
Housing 5.7 5.9 5.2 7.0
of which, rents 3.8 4.2 4.0 4.1
of which, house purchases 1.5 1.7 2.8 3.2
of which, electricity 33.9 37.1 19.7 36.0
of which, gas & other fuels 6.5 3.8 4.1 4.1
H/hold contents & services 1.8 2.1 1.3 1.6
Health 4.2 4.0 3.6 3.0
Transportation 2.3 2.7 2.7 1.4
of which, auto fuel 2.8 1.9 3.5 0.1
Communication 1.6 0.8 1.3 1.4
Recreation 1.8 3.2 2.0 2.2
of which, holiday travel 2.0 3.0 1.8 1.3
Education 5.4 5.4 5.4 5.4
Financial & insurance services 2.5 2.5 2.5 2.3
CPI: All groups 3.6 3.8 3.4 3.7

Sources: ABS, Westpac Banking Corporation

Trimmed Mean Inflation
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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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Signs inflationary momentum may have peaked
As noted in earlier bulletins, inflation picked up in the
September quarter, but the key drivers were not domestic
demand or labour-market pressures. Instead, the rise
was largely due to administered (government-controlled)
prices and statistical noise. This momentum carried into
October as expected, but by November the data was
already showing signs of turning, leading us to revise
down our December-quarter forecast. As the table
below highlights, policy-driven price changes, covering
electricity, tobacco, child care, water & sewerage,
education, property rates and charges, postal services,
and motor-vehicle-related services, have been central

to recent inflation. These areas mostly lie outside the
influence of monetary policy.

Supply-related factors, including disruptions affecting
coffee, tea & cocoa, lamb & goat, and beef & veal, as well
as strong export demand, have also contributed to price
pressures, though both effects have begun to moderate,
easing inflationary momentum. One-off price rises, such
as the Foxtel subscription increase, have also played

a role. Meanwhile, the surge in gold prices has flowed
through to jewellery inflation. Although gold prices
continue to edge higher, the major step-up has already
occurred, suggesting jewellery inflation has peaked and is
likely to be less of a driver in 2026.

Headline CPI Inflation
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Market sector inflationary pressures are easing
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Breakdown of Current Inflationary Momentum

Year-ended inflation

Nov 2025
Electricity 19.85
Coffee, Tea & Cocoa 15.12
Tobacco 12.13
Lamb & Goat 12.01
Accessories 11.26
Beef & Veal 11.15
Child Care 11.12
Audio, Visual & Comp. Media & Services 9.54
Footwear For Women 9.17
Snacks & Confectionery 7.12
Water & Sewerage 7.05
Secondary Education 6.39
Preschool & Primary Education 6.38
Property Rates & Charges 6.21
Postal Services 5.70
Other Services of Motor Vehicles 5.66
Maintenance & Repair Motor Vehicles 5.10
Ice—-Cream & Other Dairy Products 4.95

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

Change in annual pace

Oct to Nov N
-17.45 Policy, lumpy, unwind of rebates
-1.35 Global supply, already slowing
0.62 Policy
-2.29 Supply, already slowing
-1.15 Gold in jewellery, already slowing
0.78 Supply, already slowing
0.26 Policy
-0.24 Foxtel, one-offs
0.64 Volatile, likely peaked
-0.68 Signs it has peaked
-0.02 Policy
0.01 Policy
0.03 Policy
0.01 Policy
0.25 Policy
-0.16 Policy
0.06 May have peaked
0.84 Unclear

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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Auto fuel prices
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Monthly CPI by Category
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Breakfast & Treat Inflation
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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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laws and regulations) only. Recipients of this material in Singapore
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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.

Disclaimer continues overleaf »

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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Papua New Guinea: Unless otherwise specified, the products and
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the Financial Industry Regulatory Authority (‘FINRA’). In accordance
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obligations of WCM do not represent liabilities of Westpac.
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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. 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 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 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.
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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. BRO00106).
Details about the extent of the regulation of Westpac’s London
branch by the PRA are available from us on request.

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 outin 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
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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.

European Economic Area (“EEA”): This material may be distributed
to you by either: (i) Westpac directly, or (ii) Westpac Europe GmbH
(“"WEG”) under a sub-licensing arrangement. WEG has not edited or
otherwise modified the content of this material. WEG is authorised
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and subject to its regulation. WEG's supervisory authorities are BaFin
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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 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
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To the extent this communication comprises an investment
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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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