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Mark Thirlwell, AICD Chief Economist, 27 October 2021

Inflation chart pack:
September Quarter, 2021

aicd.com.au



© Copyright Australian Institute of Company Directors or its licensors 2021. All rights reserved under Australian and foreign laws. 2020/21 V1

M
A

R
K

 
T

H
I

R
L

W
E

L
L

I
N

F
L

A
T

I
O

N
 

C
H

A
R

T
 

P
A

C
K

 
–

S
E

P
T

E
M

B
E

R
 

Q
U

A
R

T
E

R
 

2
0

2
1

2

2

Notes on methodology

O N E



© Copyright Australian Institute of Company Directors or its licensors 2021. All rights reserved under Australian and foreign laws. 2020/21 V1

M
A

R
K

 
T

H
I

R
L

W
E

L
L

I
N

F
L

A
T

I
O

N
 

C
H

A
R

T
 

P
A

C
K

 
–

S
E

P
T

E
M

B
E

R
 

Q
U

A
R

T
E

R
 

2
0

2
1

3

The Consumer Price Index (CPI)

• The ABS Consumer Price Index (CPI) measures quarterly changes in the price of a 

‘basket’ of goods and services. The index tracks changes over time in the prices paid 

by Australian households for goods and services by weighting the index components 

by household spending patterns (‘expenditure weights’).

• The CPI comprises eleven groups: food and non-alcoholic beverages; alcohol and 

tobacco; clothing and footwear; housing; furnishings, household equipment and 

services; health; transport; communication; recreation and culture; education; 

insurance and financial services. Those groups are composed of 33 sub-groups and 87 

categories or expenditure classes.

• The largest group in the CPI is housing (with a 24.1 per cent weighting), followed by 

food and non-alcoholic beverages (17.4 per cent) and transport (10.2 per cent).

• From the December quarter 2018, the expenditure weights have been updated 

annually using ABS Household Final Consumption Expenditure (HFCE) data. HFCE data 

captures household expenditure by Australian households only and excludes 

expenditure by non-residents in Australia. 
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Change in CPI weights, 2020
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Consumer Price Inflation

Australia’s headline CPI rose 0.8% over 

the quarter and 3% over the year in 

Q3:2021, in line with  market 

expectations.  The rate of quarterly 

increase was unchanged from Q2 but 

the annual rate has slowed.
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CPI by groups The main drivers of the rise in the CPI in the September 

quarter were increases in transport, housing and furnishings, 

household equipment and services. Transport was pushed 

up by soaring automotive fuel prices and higher prices for 

motor vehicles; housing reflected a surge in new dwelling 

purchases by owner-occupiers; and furnishings and 

household services. in part reflected a broader rise in 

increased household spending on consumer durables along 

with an increase in the cost of childcare.
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Underlying Inflation Underlying inflation – as measured by 

the trimmed mean and weighted 

median – surprised on the upside in 

Q3:2021.  The annual rate of trimmed 

mean inflation returned to the RBA’s 

target band for the first time since 

2015.
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Selected analytical measures of inflation
Tradables inflation was 3.1% in annual terms in Q3:2021 and 0.8% over the 

quarter, largely reflecting a strong rise in the price of automotive fuel. Non-

tradables inflation was 3.2% over the year and 0.9% over the quarter, 

powered by new dwelling purchases by owner occupiers and restaurant 

meals.
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Inflation by capital city
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Inflation expectations

F O U R



© Copyright Australian Institute of Company Directors or its licensors 2021. All rights reserved under Australian and foreign laws. 2020/21 V1

M
A

R
K

 
T

H
I

R
L

W
E

L
L

I
N

F
L

A
T

I
O

N
 

C
H

A
R

T
 

P
A

C
K

 
–

S
E

P
T

E
M

B
E

R
 

Q
U

A
R

T
E

R
 

2
0

2
1

13

RBA inflation forecasts
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Inflation expectations (1): Financial market indicators
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Inflation expectations (2): Businesses and Consumers
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Inflation expectations (3): One-year and two-year ahead
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Inflation and the labour market

F I V E
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Wage growth

The WPI rose 0.4% over the 

quarter and 1.7% over the 

year in Q2:2021.  Note that 

the annual rate was boosted 

by base effects from a very 

weak Q2:2020.

The Public sector WPI rose by 

just 1.3% over the year in 

Q2:2021, the weakest annual 

rate in the history of the 

series.
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Wage growth by Industry
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NAB Business survey: Input costs
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Inflation and unemployment
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The Phillips Curve (1)
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The Phillips Curve (2): Pre-COVID breakdown after 2015?
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Real wages
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Housing and the CPI
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Housing in the CPI

How is housing treated in the CPI?

With a weight of 24.1 per cent in the index, Housing is the largest component of household 

spending in the CPI. It comprises new dwelling purchases by owner-occupiers, rents, other 

housing (maintenance and repair costs plus property rates and charges), and utilities.

New dwelling purchase by owner-occupier measures the price of a new dwelling 

excluding the value of the land and is intended to capture the cost of adding to the 

housing stock in the form of newly built dwellings and major renovations.

Rents captures payments made by households to landlords as rent. 

Several key items are excluded from the CPI.  (1) Purchases of established dwellings 

because they are treated as transfers of existing assets. (2) Land as it is treated as an  

investment, not as consumption.  (3) The cost of servicing a mortgage has been excluded 

from the CPI since 1998. 

That means that changes in the price of established dwellings, changes in the price of 

land, and changes in the cost of servicing mortgage debt do not have a direct influence 

on CPI inflation.
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Cost of new dwellings and rent inflation

New dwelling price inflation 

rose 3.3% in quarterly terms in 

Q3:2021, the largest increase 

since Q3:2000, reflecting 

rising construction costs.

While national rents edged up 0.2% 

over the September 2021 quarter, 

this disguised a two-speed rental 

market, with rents for Sydney and 

Melbourne falling while rents rose 

across the other capital cities.
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Inflation in the long run
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Consumer Price Inflation since 1949
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Underlying inflation in the inflation targeting era
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Inflation in the Global Economy
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World Inflation – Daily tracker
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How is inflation tracking against expectations?
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OECD inflation rate in the long run
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Find more AICD economics…

✓ Subscribe to the Weekly Note

✓ Listen to The Dismal Science Podcast

✓ Sign up for our Economics webinars


