Activity: Interpret each of the boxes to draw meaning for the Australian economy. 
Make a decision whether the cash rate should change, using inflation and employment. Use economic reasoning to justify the decision. 
Would your decision change if you were a householder or a Business? Why and how?


In Australia, GDP growth had picked up strongly in the December quarter 2025, as expected, supported by some of the same factors as global growth. Prior to the Middle East conflict, domestic capacity and inflation pressures remained elevated. 
Private investment was stronger than anticipated in the December quarter 
Household consumption growth existed but not as strong as expected
Timely data suggest that consumption 
Labour market conditions remain somewhat tight relative to full employment. 
Underlying inflation remained elevated in the March quarter. 
The Middle East conflict has severely disrupted energy production and shipping in the region, driving sharp increases in the global prices of oil (66 per cent), liquefied natural gas (44 per cent) and other key commodities. 
Global supply of oil has fallen by around 10 per cent. 
The conflict has also significantly increased prices of related commodities, such as thermal coal and some fertilisers. 
Measures of global economic uncertainty have increased.
Prior to the conflict in the Middle East, growth in Australia’s major trading partners had been stronger than expected, as a surge in AI-related investment boosted US domestic demand and east Asian exports. 
Growth in advanced economies other than the United States was generally subdued in late 2025, broadly as expected in February. 
GDP growth in China in the March quarter 2026 was slightly stronger than expected, at 1.3 per cent.



There is little evidence so far that overall economic activity in Australia has been significantly affected by the conflict. 
The fuel price increases seen to date imply a limited impact on households’ real income. 
While consumer and business sentiment indicators have fallen sharply in Australia since the start of the conflict, these series are typically only weakly correlated with actual spending. 
Recent survey and liaison evidence do not suggest a material decline in business conditions
Early consumer spending data – while volatile – do not suggest a material slowing in real household consumption. other types of spending. 
The additional spending on fuel since the start of the conflict amounts to less than 1 per cent of total household income over that period, though for some households it will be a higher share.

While higher inflation is weighing on real incomes in many economies, the overall impact of the conflict on economic activity will vary by country. 
In the event of a prolonged conflict, many of Australia’s east Asian trading partners may be at risk of a relatively larger impact on growth because they are net energy importers with a relatively high share of energy-intensive manufacturing in total output. 
China’s economy is likely to be relatively insulated in the near term, owing to its diversified energy mix, large strategic reserves of oil and petroleum products, and its use of regulatory instruments to limit retail fuel price increases
Headline inflation in Australia and many other economies increased in March as the direct effects of higher fuel costs flowed through to consumer prices. 
In Australia, CPI inflation increased to 4.6 per cent in the month of March, with fuel prices contributing 0.8 percentage points. 
Fuel cost increases typically pass through to other goods and services prices over time. Many consumer-facing firms in the RBA’s liaison program report that they have not yet passed through higher costs to their prices, although an increasing share now expect above-average price increases over the coming year.
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