
 

 
APRIL 2017 

Chart 1: CPI p.a., headline & core 

+0.5% 
HEADLINE CPI 

QUARTER GROWTH 

Q1 2017 

+2.1% 
HEADLINE CPI 

ANNUAL GROWTH 

Q1 2017 

 

 

Consumer Price Index (CPI), March quarter (Q1) 2017 

Headline consumer inflation rose to 2.1% per annum in the March quarter of 2017 (Q1), up from 1.5% in 

Q4 2016 and moving back within the RBA’s target band of 2 to 3% for the first time since 2014. In 

quarterly growth terms, headline CPI grew by +0.5%, which was the same as in Q4 2016. The main 

contributors to inflation in Q1 were housing (+0.8% q/q, +2.5% p.a.), transport (+1.5% q/q, +3.8% p.a.) 

and health services (+2.0% q/q, +3.8% p.a.), which together lifted consumer prices by +0.5% in the 

quarter. 

At +2.1% p.a. in Q1, Australia’s headline inflation remains modest but appears to be recovering after an 

extended period of tepid growth. Q1 was the first quarter of inflation above 2% since September 2014 and 

brings to an end the longest recorded period of inflation remaining below the RBA’s target range of 2-3% 

over the cycle. Inflation appears to have bottomed out in late 2016 and now looks to be trending higher.  

Underlying inflation (the average of the trimmed mean and weighted median measures of inflation, and a 

less volatile measure than headline CPI) was lower than headline inflation in annual terms in Q1, at +1.8% 

p.a.. It too accelerated from +1.5% p.a. in Q4 2016 and, although remaining below the RBA’s target band, 

also looks to have bottomed out. Despite this recent pickup, the modest pace of underlying inflation for Q1 

highlights that inflation remains sluggish overall. 

These latest inflation numbers will likely remove any remaining pressure on the RBA to lower Australia’s cash 

rate from the current record-low rate of 1.50%  in the near term. The RBA has kept rates on hold throughout 

2017 and has reiterated that it expects inflation to drift back into the 2 to 3% p.a. target range sometime in 

2017. This now appears to be happening.   

Across the capital cities, annual inflation in Q1 2017 remained slowest in Darwin (+0.5% p.a.) and was 

highest Melbourne (+2.5% p.a.), followed by Sydney (+2.4% p.a.) and Hobart and Canberra (both +2.3% 

p.a.). Melbourne, Sydney and the other eastern capitals continue to experience stronger price growth, 

reflecting their stronger economic and population growth compared to the now-weaker mining states of 

Western Australia, Northern Territory and Queensland. 
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Chart 2: Quarterly price rises, Q1 2017 Chart 2: Quarterly price rises, Q1 2017 
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Prices for tradable goods and services (accounting for around 35% of the CPI basket) fell by -0.2% q/q in Q1  

(down from -0.1% q/q in Q4) but were modestly higher (+1.3%) in annual terms. Prices for tradable goods and 

services are largely determined globally and are affected by movements in the exchange rate and 

commodity prices (agricultural as well as resources). The decrease in tradable prices in Q1 was driven by 

lower fruit prices (-6.7% q/q, +12.2% p.a.) and lower international travel and accommodation prices  

(-3.8% q/q, -4.2% p.a.), which may reflect an increased supply of summer fruits in Australia due to stronger 

agricultural conditions and the relatively higher Australian dollar in Q1 compared to Q4 2016. 

Prices for non-tradeable goods and services (accounting for around 65% of the CPI basket) increased in Q1 

and continued to drive the increase in headline inflation. Prices for this group increased by +0.9% q/q in Q1 

and by +2.6% over the year to Q1. This was a stronger price rise than in Q4 (+0.8% q/q, +2.1% p.a.). Prices for 

non-tradeable goods and services are largely determined locally by labour, rent and other local costs. They 

include large categories of consumer services spending such as housing, healthcare and education. The 

increase in non-tradable prices in Q1 was driven by new dwelling purchases by owner occupiers (+1.0% q/q, 

+2.8% p.a.), electricity (+2.5% q/q, +7.5% p.a.), medical and hospital services (+1.6% q/q, +5.4% p.a.), 

secondary education (+4.1% q/q, +4.1% p.a.) and tertiary education (+2.4% q/q, +2.6% p.a.). 

Looking across the categories of goods and services that are included in the CPI ‘basket’, housing-related 

prices were one of the main drivers of the increase in CPI in Q1 (+2.0% q/q and +3.8 %p.a.). This category 

included price increased for new dwelling purchases by owner occupiers (+1.0% q/q, +2.8% p.a.), electricity 

(+2.5% q/q, +7.5% p.a.) and gas and other household fuels (+3.8% q/q, +2.7% p.a.). The recent rise in 

electricity and gas prices has been driven by surging wholesale gas and electricity costs.   

Transport prices (+1.5% q/q, +3.8% p.a.) also helped drive up prices in Q1, mainly due to automotive fuel 

prices (5.7%, +16.2% p.a.), with global oil prices trending up over the last year and flowing through to pump 

prices for fuel. 

Dampening price growth in Q1 were declines in prices for recreation and culture services (-0.7% q/q, -0.2% 

p.a.) and household equipment and services (-1.0% q/q, -0.1% p.a.). Within these product categories, 

international holiday travel and accommodation prices declined (-3.8% q/q, -4.2% p.a.) due to winter off-

peak seasons in Europe and America, and furniture prices declined (-3.5% q/q, -1.5% p.a.) due to post-

Christmas specials. 
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What is the CPI? 

The Consumer Price Index (CPI) measures changes in the price of a ‘basket’ 
of goods and services which account for a high proportion of expenditure by 
metropolitan households. CPI data is collected by the Australian Bureau of 
Statistics (ABS) and released each quarter in January, April, July and 
October. 
 
Headline CPI is the most commonly referenced CPI figure. It is not adjusted 
for the seasonality of volatile movements in prices. 
 
Underlying CPI (or Core CPI) is a less volatile measure, as it removes the 
effects of items that tend to fluctuate frequently in price. Core CPI is the 
average of the trimmed mean CPI and the weighted mean CPI. 

For more information from the ABS, or for information from the ABS on 
how to use the CPI in contracts, see: 

http://www.abs.gov.au/AUSSTATS/abs@.nsf/mf/6401.0?opendocument#fr
om-banner=LN 

Next CPI release date:  

June Quarter (Q2) 2017 due for release on 26 July 2017 
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Table 1: Key CPI Numbers, March quarter (Q1) 2017 

 

 

 

 

  
Quarterly change  

(% q/q) 
Annual change  

(% p.a.) 

Headline CPI 0.5 2.1 

Trimmed mean 0.5  1.9  

Weighted median 0.4  1.7  

Core CPI  
(average of trimmed & weighted) 

0.5  1.8  

Tradable goods and services -0.2  1.3  

Non-tradable goods and services 0.9  2.6  

Goods 0.5  2.5  

Services 0.3  1.6  

Capital cities   

Sydney 0.4 2.4 

Melbourne 0.9 2.5 

Brisbane 0.3 1.8 

Adelaide 0.4 2.0 

Perth 0.0 1.0 

Hobart 0.8 2.3 

Darwin -0.1 0.5 

Canberra 0.6 2.3 
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