Cash rates rise to subdue inflation[image: ]
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Cash rates rose 25 basis points to 4.6 per cent Tuesday, 29 September, the third rise this year. The Reserve Bank of Australia raised the cash rate because ongoing impediments to rising efficiency limit non-inflationary growth in income and oil prices are rising amid the war in the Middle East. These are moving inflation higher than expected; it has ticked up.

Inflation is outside the Reserve Bank of Australia’s target of the midpoint of 2 per cent to 3 per cent. The Consumer Price Index rose 4 per cent over the twelve months to August and 0.4 per cent for the month, lower than the 1 per cent spring up in the previous month, that partially reversed falls. Price rises in August are seasonally low; the seasonally adjusted CPI rose 0.7 per cent in the month. Taking out volatile items, however, prices were unchanged for the month. Underlying inflation rose just 0.3 per cent in the month, equal, if it continues, to the yearly result of 3.6 per cent. The return to full excise drives engine fuel prices 23.4 per cent higher in two months; prices are 19.7 per cent higher than in February. Electricity prices are 13.2 per cent higher than twelve months ago. Audio, visual and computer equipment prices rose after sharp increases in July. Fortunately, many food prices continue to fall, prices for several clothing items fell after sharp rises in July, and recreation and travel prices fell. Urban transport prices are 12.2 per cent less than twelve months ago. Prices rises in the June quarter were a subdued 0.6 per cent. 
 
	Monthly CPI
	 
	 
	

	Aug-26
	Monthly /quarterly % change
	Year-end % change
	

	Consumer Price Index
	0.4
	4.0
	

	Underlying inflation
	0.3
	3.6
	

	Underlying inflation - weighted median
	0.2
	3.6
	

	CPI seasonally adjusted
	0.7
	3.9
	

	CPI excluding 'volatile items'
	0.0
	3.7
	

	Quarterly measures of inflation 
	

	Jun-26
	 
	 
	

	CPI
	0.6
	3.6
	

	Prices of consumer purchases
	0.6
	3.1
	

	 
	 
	 
	

	Reserve Bank of Australia target - midpoint of
	 
	2 to 3
	



Wage rises moderate to 3.2 per cent over twelve months. Business, home and personal loan rates are increasing 25 basis points soon. 
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