
 
 
 

 

16 July 2007 

 
 

CONSUMERS PRICE INDEX – JUNE QUARTER 2007 
 

 
Key points 
 
• Headline inflation came in stronger than expected at 1.0 percent for the June quarter, driven by 

higher petrol prices, taking the annual headline inflation rate to 2.0 percent. 
• Most of the upside surprise to today’s inflation print came from the tradable side.  Petrol prices 

and a more muted currency pass-through will not worry the Reserve Bank too much.   
• However, non-tradable inflation still came in stronger than the Reserve Bank’s projections and 

given the lack of inflation headroom, is likely to be view disconcertingly.   
• Other core measures of inflation were mixed, with the trimmed mean and the weighted median 

annual inflation rate both down, though the trimmed mean picked up in the June quarter. 
• With market pricing now moving to a 65 percent chance of a hike in July, we suspect such pricing 

may prove too tempting for the Reserve Bank. 
• The bias is now for a further move from the Reserve Bank although the pending inquiry into 

monetary policy and the level of the currency may well be sticking points.  
 
The headlines 
 

Qtrly % 
chg

Ann % 
chg

Qtrly % 
chg

Ann % 
chg

Qtrly % 
chg

Ann % 
chg

Mar-05 0.4 2.8 -0.5 0.8 1.1 4.2

Jun-05 0.9 2.8 0.6 0.7 1.1 4.4

Sep-05 1.1 3.4 1.1 1.9 1.1 4.4

Dec-05 0.7 3.2 0.5 1.7 1.0 4.3

Mar-06 0.6 3.3 -0.1 2.1 1.0 4.1

Jun-06 1.5 4.0 2.3 3.8 1.0 4.1

Sep-06 0.7 3.5 0.3 3.0 1.0 4.0

Dec-06 -0.2 2.6 -1.3 1.2 0.8 3.8

Mar-07 0.5 2.5 -0.4 0.9 1.2 4.1

Jun-07 1.0 2.0 0.9 -0.5 1.1 4.1

ANZ 0.8 1.8 0.6 - 0.8 1.0 4.0

RBNZ 0.7 1.7 0.5 - 0.9 0.9 3.9

Market 0.8 1.8 - - - -

Headline CPI Tradable Non-tradable
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• The June quarter CPI rose by 1.0 percent, taking annual inflation to 2.0 percent.  This increase was 

stronger than both market expectations of 0.8 percent and the Reserve Bank’s June Monetary Policy 
Statement forecast of 0.7 percent.  The transport group made the largest contribution to the quarterly 
increase in the CPI (0.4 percentage points) courtesy of an 8.0 percent increase in petrol prices.  The second 
largest contribution came from the housing and household utilities group, which rose 1.3 percent in the 
quarter (a 0.3 percentage point contribution).  This increase was driven by home ownership prices (1.6 
percent), energy prices (2.6 percent) and property maintenance prices (1.2 percent).  Of respondents 
reporting increases in the June 2007 quarter for home ownership prices, 97.1 percent cited higher prices for 
construction components and 82.9 percent cited increased subcontractors’ charges.  Home ownership (or 
construction) prices have now increased for 33 consecutive quarters, and at an increasing rate over the past 
three quarters.  This illustrates the significant capacity constraints still present in the building industry.  
Other groups to record price increases in the quarter were the health group (1.9 percent), the food group 
(0.5 percent), household contents and service group (1.2 percent), miscellaneous goods and services (0.8 
percent), clothing and footwear (0.9 percent), alcohol beverages and tobacco (0.3 percent) and 
communication group (0.4 percent).  The education group (-0.2 percent) and the recreation and culture 
group (-0.8 percent) were the two groups to record price declines in the June quarter. 

 



 

• Annual non-tradable inflation remains elevated at over 4 percent.  Non-tradable inflation increased by 
1.1 percent in the June quarter after increasing by 1.2 percent in March.  This kept the annual growth 
elevated at 4.1 percent.  If the price of home ownership is excluded, non-tradable ex-housing inflation rose 
by 1.0 percent in the June quarter (1.2 percent in March).  Tradable inflation rose by 0.9 percent in the June 
quarter courtesy of strong petrol price increases.  If petrol prices had remained unchanged in the June 
quarter, tradable inflation would have increased by 0.1 percent and the headline rate would have shown a 
more modest 0.6 percent increase. 

 
Assessment and implications 
 
Inflationary pressure remains strong.  The 1.0 percent quarterly increase in headline CPI was at the top end 
of expectations and well above the Reserve Bank’s 0.7 percent forecast.  The non-tradable print at 1.1 percent is 
also higher than the 0.9 percent increase that the Reserve Bank was expecting.  Strength in non-tradable 
inflation remains housing centric, a reflection of the strong activity percolating from the sector.  In addition, the 
Reserve Bank will not welcome the pick-up in home ownership costs (formerly known as construction costs), 
which has accelerated for the second consecutive quarter. 
 
However, some of the details will be of mild comfort for the Reserve Bank.  Petrol prices were the main 
contributor to the upside surprise to headline CPI, contributing 0.4 percentage points.  We (and the Reserve 
Bank) were expecting supermarket petrol discount vouchers to have a larger dampening effect on petrol prices, 
but this did not prove to be the case.  Another factor in the higher headline CPI figure was the more muted pass-
through from the exchange rate to consumer prices.  Despite a strong currency, businesses seem to be building 
up their margins rather than passing on the benefits straight to consumers.  Such upside surprises will not overly 
concern the Reserve Bank, as it implies businesses will have some capacity to absorb any future depreciation in 
the currency should that happen.  Significantly for the Reserve Bank, the core measures of inflation have not 
deteriorated.  While the quarterly increase in both the weighted median (up 0.7 percent) and trimmed mean (up 
0.9 percent) were mixed, the annual rate for both at least have eased to 2.4 percent and 2.0 percent 
respectively (from 2.9 percent and 2.4 percent).  Importantly for the Reserve Bank, today’s data did not show an 
acceleration in non-tradable ex-housing inflation.  This is the type of slow-burn inflation that is slow to rise and 
hard to contain.  It is also a proxy for inflation expectations.  In fact, this showed a slight easing from the 1.2 
percent increase in the March quarter to 1.0 percent in the June quarter.  This leaves the annual rate unchanged 
at 3.6 percent, still elevated but at least it is not accelerating.  Service sector inflation (a by-product of unit 
labour costs) rose 0.4 percent, taking the annual movement to 3.1 percent.  
 
On balance, and with limited inflation headroom, the bias now shifts to a further hike from the 
Reserve Bank and sooner rather than later.  Stepping back, the market looks to have jumped on today’s 
inflation figures as being consistently poor, which in our view is not the case.  However, with the market now 
pricing in a 65 percent chance of a hike in July, we suspect such pricing may prove too tempting and we now 
expect the Reserve Bank to hike at the July Review.   The only areas likely to be standing in the way of a further 
late cycle move look to be some potential sensitivity surrounding the pending inquiry into monetary policy and 
level of the NZ dollar. 
 
 

CPI Components
Quarterly 
% change

%-point 
contrib.

Annual % 
change

Food 0.5 0.1 4.1

Alcohol and Tobacco 0.3 0.0 3.4

Clothing and Footwear 0.9 0.0 0.1

Housing and Household Utilities 1.3 0.3 5.2

Household Contents and Services 1.2 0.1 1.1

Health 1.9 0.1 2.4

Transport 2.4 0.4 -3.0

Communication 0.4 0.0 0.2

Recreation and Culture -0.8 -0.1 -0.1

Education -0.2 0.0 3.2

Misce llaneous Goods and Service 0.8 0.1 3.3

All Groups 1.0 1.0 2.0

Tradables 0.9 0.4 -0.5

Non-tradables 1.1 0.6 4.1

Trimmed Mean 0.9 2.0
Weighted Median 0.7 2.4    

Qtrly % 
chg

Ann % 
chg

Qtrly % 
chg

Ann % 
chg

Qtrly % 
chg

Ann % 
chg

Mar-05 1.1 3.6 0.7 0.5

Jun-05 0.7 3.5 0.8 0.5

Sep-05 0.7 3.6 0.9 0.9

Dec-05 0.9 3.4 0.5 0.5

Mar-06 1.0 3.4 0.8 0.7

Jun-06 1.0 3.7 1.1 0.6

Sep-06 0.6 3.6 0.5 3.0 0.4 2.9

Dec-06 0.8 3.4 0.1 2.6 0.6 2.6

Mar-07 1.2 3.6 0.6 2.4 0.7 2.9

Jun-07 1.0 3.6 0.9 2.0 0.7 2.4

Non-tradable ex-
housing Trimmed mean Weighted median
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ANZ Securities, Inc. (Member of NASD and SIPC) 
6th Floor 1177 Avenue of the Americas 
New York, NY 10036, United States of America 
Tel: +1 212 801 9160 Fax: +1 212 801 9163 

NEW ZEALAND by: 
ANZ National Bank Limited 
Level 7, 1 Victoria Street, Wellington, New Zealand 
Telephone +64 4 802 2000 

In Australia and the UK, ANZ Investment Bank (“ANZIB”) is a business name of Australia and New Zealand 
Banking Group Limited, ABN 11 005 357 522 (“ANZ Bank”), which holds an Australian Financial Services licence 
no. 234527 and is authorised in the UK by the Financial Services Authority (“FSA”). In New Zealand, ANZ 
Investment Bank is a business name of ANZ National Bank Limited WN / 035976 (“ANZ NB”). 

This document is being distributed in the United States by ANZ Securities, Inc. (“ANZSI”) (an affiliated 
company of ANZ Bank), which accepts responsibility for its content. Further information on any securities 
referred to herein may be obtained from ANZSI upon request. Any US person(s) receiving this document and 
wishing to effect transactions in any securities referred to herein should contact ANZSI, not its affiliates. 

This document is being distributed in the United Kingdom by ANZ Bank for the information of its market 
counterparties and intermediate customers only. It is not intended for and must not be distributed to private 
customers. In the UK, ANZ Bank is regulated by the FSA. Nothing here excludes or restricts any duty or liability 
to a customer, which ANZ Bank may have under the UK Financial Services and Markets Act 2000 or under the 
regulatory system as defined in the Rules of the FSA. This document is issued on the basis that it is only for the 
information of the particular person to whom it is provided. This document may not be reproduced, distributed 
or published by any recipient for any purpose. This document does not take into account your personal needs 
and financial circumstances. Under no circumstances is this document to be used or considered as an offer to 
sell, or a solicitation of an offer to buy. In addition, from time to time ANZ Bank, ANZ NB, ANZSI, their 
affiliated companies, or their respective associates and employees may have an interest in any financial 
products (as defined by the Australian Corporations Act 2001), securities or other investments, directly or 
indirectly the subject of this document (and may receive commissions or other remuneration in relation to the 
sale of such financial products, securities or other investments), or may perform services for, or solicit business 
from, any company the subject of this document. If you have been referred to ANZ Bank, ANZ NB, ANZSI or 
their affiliated companies by any person, that person may receive a benefit in respect of any transactions 
effected on your behalf, details of which will be available upon request. The information herein has been 
obtained from, and any opinions herein are based upon, sources believed reliable.  

The views expressed in this document accurately reflect the author’s personal views, including those about any 
and all of the securities and issuers referred to herein. The author however makes no representation as to its 
accuracy or completeness and the information should not be relied upon as such. All opinions and estimates 
herein reflect the author’s judgement on the date of this document and are subject to change without notice. 
No part of the author's compensation was, is or will directly or indirectly relate to specific recommendations or 
views expressed about any securities or issuers in this document. The author’s compensation will, be based 
upon, among other factors, the overall profitability of ANZ, including profits from investment banking revenues. 

ANZ Bank, ANZ NB, ANZSI, their affiliated companies, their respective directors, officers, and employees 
disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability, proceedings, cost or 
expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity 
or otherwise) out of or in connection with the contents of and/or any omissions from this communication 
except where a Liability is made non-excludable by legislation. Where the recipient of this publication 
conducts a business, the provisions of the Consumer Guarantees Act 1993 (NZ) shall not apply.

 
 


