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Australia’s annual inflation rate has dropped to its lowest level in more than four years, new
data from the Australian Bureau of Statistics (ABS) has revealed. The consumer price index
(CPI) rose by just 2.1 percent in the 12 months to the end of June 2025, marking a
significant slowdown in price growth.

The CPI figure, which tracks the overall change in the cost of goods and services, covers
the period from April to June. This marks the lowest rate of inflation recorded since early
2021 and comes as welcome news for consumers and policymakers alike, as households
across the country continue to feel the effects of rising living costs.
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According to the ABS, several categories contributed to the decline in inflation, with the
most notable being lower fuel prices and a moderation in housing cost increases. Retail and
grocery prices also showed signs of stabilising, which contributed to the broader easing in
consumer inflation pressures.

Economists have pointed to global trends, including lower oil prices and improved supply
chains, as factors behind the easing inflation. Domestically, the Reserve Bank of Australia’s
(RBA) tightened monetary policy measures may also be playing a role. The RBA has held
interest rates steady in recent months, suggesting that policymakers are closely monitoring
inflation trends to guide future decisions.

Despite the positive headline number, some areas of the economy continue to experience
cost pressures. Insurance premiums and education-related expenses have seen modest
increases, although they have not outweighed the broader downward trend in consumer
prices.

The latest figures provide some relief for Australian households and businesses that have
been managing tighter budgets in recent years. With the inflation rate now within the RBA’s
target range of 2 to 3 percent, analysts believe there may be room for potential policy shifts
later in the year, though the central bank has not yet made any commitments.

Canberra residents, like many across the country, have reported feeling slightly more
optimistic about the cost-of-living outlook. One local shopkeeper noted that customers
seem more confident in making discretionary purchases, a shift from earlier months when
many households were reducing non-essential spending.

The coming quarters will be closely watched to see whether inflation continues to ease or
stabilises at current levels. A sustained period of low inflation could have important
implications for wage growth, consumer confidence, and interest rate policy heading into
2026.
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