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CBA’s CPI forecasts 

CBA’s forecasts for CPI inflation are 2.5% and 2.6% in 2007/08 and 2008/09 respectively.   

Beyond 2008/09, we assume that CPI inflation will be 2.5%, ie in the middle of the RBA's 2-3% target band.  
The RBA's record is that in the period since 1993 when the RBA started inflation targeting the CPI, inflation 
has averaged 2.6%pa. 

There is precedence for selecting a long term CPI inflation forecast that is close to 2.5%. 

• Federal Treasury's medium term projections of CPI inflation, as outlined every year in the Budget, is 
2.5%pa. 

• A survey of Australia's leading economists by Consensus Economics show long run forecasts of CPI 
inflation is 2.6%pa for 2011-2017. 

Given that the government has tasked the RBA to keep CPI inflation at 2-3% over the course of the economic 
cycle, it does not make much sense to have a long term forecast of inflation which is outside of the target.  If 
the RBA believes that inflation will stay outside of the target band their record shows they will adjust interest 
rates to bring inflation back to target. 
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Long-term CPI Forecast 
 

At the NAB, we do not generally forecast economic and financial data beyond a 2-3 year horizon. 

For the CPI, our short term forecasts are as follows: 

2007 2008
Australia - Growth 2005 2006 2007 2008 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
  CPI headline  - quarter% 0.1 1.2 0.4 0.2 0.6 0.6 0.6 0.6
  CPI headline - annual % 0.8 1.0 2.0 2.2 2.4 2.1 1.6 2.0 2.5 1.8 2.0 2.4
  CPI underlying - qtr% 0.5 0.9 0.7 0.6 0.7 0.6 0.6 0.7
  CPI underlying - ann% 2.5 2.9 2.7 2.6 2.7 2.7 2.6 2.7 2.8 2.5 2.5 2.6  

 

Beyond 2008, we assume that variables such as the CPI will approach their long-term average. Also, the RBA has a target for the 
underlying inflation rate of 2-3% over the medium term. 

Hence we assume that the central bank is successful in achieving this goal and that the inflation rate averages around 2.5% over the 
longer term (ie the middle of the 2-3% target band). 

Consensus Economics polls around 15-20 economic forecasters, and in their latest Long-term forecasts edition (April 2007), the 
forecast for inflation was an average of 2.6% from 2011 – 2017. 
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