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Consumer Prlcel dex (CPI)

® iV PIE fﬁgﬁl’v*ﬁl # &4, (Basic concepts of the CPI)

*}%fﬁj ﬁ I ﬁ'ﬁ‘%‘(%{i%m (Compilation method and
pr| ce data col I ection)

= A “ﬁ;fifﬁ (Household Expenditure Survey)
o ;cgﬁ F B #’JI':‘F” ﬁ;ﬁﬂﬂ“ (Monthly Retail Price Survey)
® iV ﬁF BT EA ﬁ AGREL [ﬁﬂ}d (Recent movements of

the CPI)
® ] fr’ﬂﬁ 'x'ffP’J ﬁé}%yﬁ ﬁ JANE @??ﬂ\ (Common fallacies
In interpreting CPI)
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asic con epts of the CPI
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- EarF i~ B AR AR
# ﬁLﬁFjﬁﬁTQS,OOOﬁ il = 100.0
— 77 £| 15,5007 frilr = 110.0

» CPI measures the change in the value of afixed basket of specific
consumer goods and services relative to that in the base period over
time.

» Purchase the same basket of consumer goods and services during:
— base period at $5,000 Index = 100.0

— this month at $5,500 Index = 110.0
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asic con epts of the CPI
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Bl ﬁ»@fﬁﬁ@ [ prfp JHHAER o

» Asthe basket isfixed in terms of quantity and quality of
the items it contains, the index reflects only the price

movements.
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asic con epts of the CPI
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“Inflation rate” or “deflation rate” broadly refers to the
year-on-year rate of change in the CPl, which is
obtained by comparing the index for the current period
with that for the same period of the preceding year.

SL5



WU EHRREOAL + 0
asic con epts of the CPI
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)

* When analysing changes in the CPI, it is common to refer
to year-on-year changes (e.g. comparing the CPl of a
month with that of the same month in the preceding year)
on the ground that both periods under comparison are
subject to the effects of ssmilar seasonal factors.
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asic con epts of the CPI
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o Another alternative is to use the seasonally adjusted CPI.

It Is obtained by using statistical methods to estimate and
remove the seasonal variations from the original index.

SL 7



WU EHRREOAL + 0

asic con epts of the CPI

AP AR B RS F IR -

* P A rﬁvlﬁ (BRI T S

= Wﬁij rﬁ:f%z%é A R R ""#JIF
TEH

» CPI reflects changes in consumer prices that affect
households.

e Government uses CPI as an indicator or analytical tool to
formulate and monitor its policies.

e Some organisations refer to CPI to adjust salaries/ wages and
charges.
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Varlous CPIl series
R lidEa e BN AL 7 20045F 10F | Z-20055F QF | Hf] | W (= FipY
g‘ﬁ” Household F' NE) FJ T f:j ['3 k lﬁﬂ_‘l’ —l\%’gf 153 [:‘:(%)
CP| series expenditure range Average monthly household Approximate
expenditure percentage of
during Oct 2004 to Sep 2005 households
covered (%)
1o LGRS $4,000 - $15,499 50
CPI(A) relatively low
B2 ST $15,500 - $27,499 30
CPI(B) Medium
[N ey $27,500 - $59,999 10
CPI(C) relatively high
?ﬂrﬁ I) FRAE =2 $4,000 - $59,999 90
Composite CPI al the above
households
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Varlou | series
WSS | 5 [T E SR () W (]
Bl Household Average monthly household F175 54(%)
CP| series expenditure range expenditure ($) Percentage of
(?%fﬂl 2007 @W‘ 7j<1) households
(adj usted to price Ievei of 2007) covered (%)
P2 ik [ 4,100 - 16,100 50
CPI(A) relatively low
B2 1= 16,100 - 28,900 30
CPI(B) medium
NS gl 28,900 - 63,200 10
CPI(C) relatively high
%F’ﬁ NI 4,100 - 63,200 90
Composite CPI all the above
households
S1.10
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VarlousC | series
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Households in the lowest or highest expenditure ranges
are not covered in the CPlIs.

Households receiving Comprehensive Social Security
Assistance are also excluded.
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; | Y AR = F AT R P~ g ARy
S B I B T
 Why aredifferent series of CPl compiled?

— Households in different expenditure ranges have varying
expenditure patterns:

 households in the lower expenditure range spend relatively
more on food, and electricity, gas and water

 households in the higher expenditure range spend relatively
more on clothing and footwear, durable goods, transport and

services
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Compllatlon method and price data collection
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« Two types of data regarding the consumer goods and
services commonly purchased by consumers are required
for compiling the CPI :

— expenditure weights

— price movements
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Consumer Prlce | ndex
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Compllatlon method and price data collection
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A %Jfﬁ CREIIE T el SR T ek R
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« Ashouseholds spend more on some items and |ess on the others,
similar price movements in different items may have different
effects on the overall price change.

* A welghting system which represents the relative importance, in
terms of expenditure, of individual items in the basket of consumer
goods and services bought by households is required for the
compilation of the CPI. The weight of each item represents the
share of the item in the total expenditure of households.
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Comt)llatlon method and price data collection
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e The set of expenditure weights used in the CPI is

— derived from the results of the Household Expenditure Survey
(HES).

— updated once every five years to ensure that up-to-date
expenditure patterns of households in different expenditure ranges
can be accurately reflected in the compilation of the CPI. This
practice conforms to international standards and is considered
adeguate for maintaining reliability of the CPI.
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Household ExpenditureFSurvey (HES)

o N I R R AR5 2009/1045 7 -

 The next round of HES will be conducted in 2009/10.
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Household Expendlture Survey (HES)

. {ﬁ%?ﬁg} et [BH
Survey Coverage
7 PR | (=
All land domestic households in Hong Kong

/ U O IRV Ei: B R
%ﬂﬁmﬁ ﬁmﬁWﬁﬁ%ﬁf
Househol ds recelving Comprehensive Social Security

Assistance (CSSA): covered in a special survey
conducted along with the HES
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Survey Coverage

. T\ EIJEFFTI

Not Including
o< b E
Marine households » = ?k t 15 ]
- of  EARE A AL
B
Households away from
HK during the survey
27 reference period
v C3 ey

Collective households
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Data Collection Method — the b| weédy survey cycle

2 IR 26 11
12 monthly survey period 26 bi-weekly survey cycle

o BB R
Reduce respondent burden

o BRI T Ay
Take into account variations in consumer
spending in different seasons of a year
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Data Collection Method — Durin

PR R R — T %f k{/ T | |
y cycle

1 F s FVI T SR
Household members to record detailed expenditure
Information on diaries

S E VB RS SEARf  E1) 8 Sk
i S
oid rl

Interviewer pays several visits to the households to
collect the completed expenditure diaries
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CPI
Basket
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=" Examples
> Oliveail
> BIHRRY (A Ry A DVD recorder
(DVD #254)
> B 138~ A AT Digital single-lens
reflex (DSLR) camera
>§:Fﬁ|1‘3'll§f'§[& Cyber café charges
>§%ﬁ§}ﬁl‘<’ﬁ’9ﬁ?fﬂj Slimming service
charges
> E I A Walkman/ Discman
= RIS
>:"?EJ:IT?°€2€9FP,?E$ Portable cassette
> [BpES Radio pager
>PF',T‘,'J“» Recor ded audio tape

S ¢ FYFR004I055 [ T A A A

Note: Based on the results of the 2004/05 round of HES
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Expenditure Weightsin Various CPI series

PP R L Rl CPI Expenditure Weight (%)

FEFR

Miscellaneous services

g

i
o

Transport

. - L Miscellaneous goods
. 150 . Durable goods
0.87 0.86 0.79
0.39

Clothing & footwear

0.42 Alcoholic drinks & tobacco
Electricity, gas & water

—m
3
[

Housing

Food

1999/2000  2004/05 1999/2000 2004/05 1999/2000 2004/05 1999/2000  2004/05

AWML PR ORI TR RS
Composite CPI CPI(A) CPI(B) CPI(C)
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Examples on “ Food” covered in CPI

JEHIAE ] Ff] ¥ Mgl Expenditure weight (%)
Section/group Composite CPl | CPI(A) CPI(B) CPI(C)

filf[[!, FOOD 26.94 32.10 27.32 20.41
JEEN F'JE.LF 16.86 18.63 17.65 13.74
Meals bought away from home
E:’Ef 4] Pork 1.05 1.65 0.94 0.53
PR Fresh vegetables 0.99 1.53 0.87 0.54
ey~ gt ’é}{ﬁiﬁv?{@%ﬂ‘ 0.84 1.06 0.83 0.60
Bread, cakes, biscuits and puddings
w1 ;L Salt-water fish 0.74 1.07 0.68 0.43
g fl Fresh fruit 0.73 1.02 0.70 0.45




YR ”%?}“F:E‘ﬁ?'* v = SE
“Housing groups’ covered |n CPI

JEHIAE ] ff] ¥ Mgl Expenditure weight (%)

Section/group Composite CPl | CPI(A) | CPI(B) | CPI(C)
=% HOUSING 29.17 30.54 27.70 29.66
P (G e PYEY) 26.42 28.25 25.14 26.11
Rent, including rates and government rent
A4 5222 Private housing rent 23.93 22.07 23.89 26.11
2 pP A 522 Public housing rent 2.49 6.18 1.25 0.00
”E?Ti' RN el e ol 2.73 2.28 2.54 3.52
Management fees and other housing charges
(W2 = AR 0.02 0.01 0.02 0.03
Materials for housing maintenance
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Examples on “ Miscellaneous Services’ covered in CPI
K Fi] % 8 Expenditure weight (%)
Section/group Composite CPl | CPI(A) CPI(B) CPI(C)

%@ﬁﬁﬁ‘% 16.15 11.60 17.06 20.14
MISCELLANEOUS SERVICES
=4 School fees 4.34 3.01 4.81 5.22
”F:‘:ﬁf,k'/i?! 3R]l 95 Telephone and 3.27 4.21 3.21 2.27
other communications services
?ﬁl’jﬁ%ﬁﬁi’% Medical services 2.57 1.84 2.92 2.90
#1775 Household services 2.18 0.54 2.14 4.14
e Package tours 1.65 0.61 1.84 2.58
g\%b [’@Eﬂﬁi’% 0.42 0.17 0.38 0.77
Beauty treatment and fitness services

@ -
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Monthly FEetall Price Survey
MRS i
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* Methods of price data collection:
— field visit
— telephone interview
— postal questionnaire

— obtain directly from relevant organisations (e.g. public housing
rent, transport fare, water charge, electricity charge)

— Rent r?urvey — conducted via a General Household Survey in each
mont

S1 27

e



S ffﬁu ﬁgrﬁ%ﬁ

Monthly Retail Price'Survey
° = F M [_1’ F ko 7jjl_f F ;rg\:ﬁ,_
75J%HPO 6155 B i~ 1575 R PR
[

= % }F (ﬁﬂ/[ﬂ% AR~ B EESE ~ prET R Eﬁ%ﬂh
= %gﬁ;i [ (TR g ~ Rk ~ Tt~ SO e ~
fl
* On average, about 45 000 price quotations are collected from
some 4 000 retail outlets and service providers each month.

— retall outlets (e.g. supermarkets, market stalls, department stores,
fashion shops, etc.)

— service providers (e.g. cinemas, hospitals, tour companies, beauty
salons, electricity companies, etc.)
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Coverage f pricing outlets
FPQ@%&}Q_ Fi B TR R

U Price data are collected from various locations of Hong
Kong covering different types of retail outlets.

L TV 2R s A AR AR ) '?i%lﬁiif*’%— NE=
éﬂ f'E ”brg;pa;t“' ﬁg&[igu [ﬁwd il ?4
U Selecting retall outlets with ahigh turnover of

customers and wide varieties of goods/ services can help
gather more representative data of the general situation.
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Coverage of items priced
981 fIE ! items

24075 7= sub-groups

l

94 3= HII groups

9 KH|] sections

S g s R
Food Housing Electricity, gas and water
B s BRI
Alcoholic drinks and tobacco Clothing and footwear Durable goods
R L] FERS
Miscellaneous goods Transport Miscellaneous services
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Sample size and pricing i‘requency

HRINR

AL
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EARUTPANIEIINERrE S

[FVEH Y EIHE

Factors considered :

Variation in price movements across outlets
Expenditure weights

Stability and periodicity of prices
Efficiency of resources allocation

Burden to the respondents
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Pricing frequency

 Pricing frequency

BRI
Twice weekly
Fresh vegetables

= .’ &I

ki

Poultry

Fresh sea products

S 2
Semi-annually
oy R J
S (Bl
Weexly E%— % School uniforms
?Z[JJ G (B i Quarterly e g |
Selected supermarkeiltFemi i f& | School busfares
- ER Car insurance
s = ok MOntth %'@1?735@'_3'*"5']
Annuall Ll N '
e d UG JFJLF Driving lesson fees
- B Meal s-out |
Mooncakes g E R flatFl = 7w
=3 K Clothing and footwear Bi-monthly
School fees E i 2 o
?‘}E«"T B Rent for private housing Cigarettes
Text books FEEIRS
Medical services
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Compllatlon method

(7] Example:
/
Commaodity/ Pricein Pricein Price
service Weight baseperiod current period relative — Wk (Pu/Pok)
(W) (Pok) (Pac) (Pu/Pok)
% $ $
k1 50 1.00 1.10 1.10 0.55
k2 30 2.50 3.00 1.20 0.36
k3 20 3.30 4.30 1.30 0.26
100 >=1.17
12 At
Laspeyres formula > PyQu .
[ —— fﬁ%{flndex => Wk[ Ptk ]xlOO
ok

z Poonk =117
S1 33
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Release of CPI
mED f[J FL‘J‘?EFEE’?;’” f‘%ﬁ‘?ﬁ?@ﬁlﬁﬁ’?‘ﬁﬁ Elfsepuz o =
==l

' i@%ﬁ:ﬂj&j
¢ ISP R

1 Monthly CPI isusually released 20 to 23 days after
the survey month

¢ Pressreleases
¢+ Monthly Report on the Consumer Price Index
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Release of CPI
55 597 S FIUWS DU AR 5

Annual Report on the Consumer Price Index isusually published in
March every year

= Il o AfEES: www.censtatd.gov.hk

| nternet, website : www.censtatd.gov.hk

ik &Efﬁ?ﬁ%%[ﬁf T (www.censtatd.gov.hk/products and services/
products/publications/index_tc.jsp) iy ™ Bk ETH[[FPrH RS (5
52 #.53)

Users may download statistical publications and tables (Table 52 and
53) free of charge at the website of the Census and Statistics
Department (www.censtatd.gov.hk/products and_services/products/
publications/index.jsp)
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Release of CPI
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Release of CPI

® 120073 25|48 > slpiB AR f R 5L A

® Since the reference month of February 2007, both

the headline and underlying inflation rates are
rel eased.
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Impact of one-off relief m reson CPI

R ”Ip‘ﬁ%‘ﬂ A T @Elfﬁ%ﬁéﬂ*@?@fr
SEl= TR 1%§fﬁfﬁ9ﬂ“$ﬁ11

e Therates of change in CPIsin 2007 and 2008 were
affected by a number of one-off relief measures.
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Impact of one-off relief measures on CPI
. ulﬂ\T/L—rquff, G-~ [‘ifﬁfcljﬁI

JEIIF:TFlyﬁF JZIFTlﬁJJF N :,lr:,lrﬂ F EJI'}}/T}LE&KJ:'IF:TFJ;E

\

- DFFSF U F5FTF = 5w
- jﬂ%F[ﬁUF lIl'F}u[—~ Z&FZ&T[ =z JIJJ/ E?’E%F;:é}

* One-off measures implemented/being implemented
Include

— the waiver of public housing rentals by the Housing Authority
and Housing Society for the month of February 2007

— the rates concession in April to September 2007 and whole
year of 2008

— the waiver of public housing rentals by the Housing Society
for the month of February 2008.
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| mpact of one-off relief measures on CPI
o bt RS IR R R

— D PR L T S
- fHER 2
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* One-off measures to be implemented include

— payment of one month’s rent by the Government for lower
Income families living in rental units of Housing Authority
and Housing Society

— electricity subsidy
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| mpact of one-off relief measures on CPI

¢ R W U
E'{EJ%D“ o+ iz fﬁJﬁEjﬁlfj}%’E ﬁgf]\g‘[ﬁg&: o
* |mplementation of these one-off relief measures will

affect the year-on-year rates of change of the CPIsin
the month of implementation and also in the same

month next year.

S1 41



— RGN R RO Ry

| mpact of one-off relief measures on CPI

¢ - ﬁ"l@%ﬁﬁ%ﬁ%@fﬁ%ﬁfﬂ > Tl 2w
EoE Fp[ #[ /%f‘;:jj ity ﬁj;l/ VD YR IS_J{F[]_’E s [ﬁF']'
R SE R (S

 |nthe month when arelief measure isimplemented,
people pay less for the goods/service concerned and

thus the CPI will be lowered, contributing to arelatively
low base of comparison.
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Impact of one-off relief measures on CPI

» Mo HAF RN ﬁ'fﬂ FUT‘EFE% EE
PIiE WAA l'f&r{\ﬁl’ ﬁpfﬂ | &[0
T

e On the other hand, if there is no such measure in the
same month next year, the CPI will resumeto the
normal level and record an increase when compared
with the relatively low base in the same month last year
when there was arelief measure.
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| mpact of one-off relief measures on CPI

o PNIF - NSRS RSV RIS £ SR
FFibeh i ek (I ) 5
I«

e The implementation of the one-off measures would
therefore result in fluctuations in the CPls and thelr
year-on-year rates of change (i.e. the headline inflation

rates).
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Impact of one-off relief measures on CPI

#&%qs«ww i #*JIEJ#REIJT
ﬁ NS (LTI @% Az
. —Iowever the impact of these one-off measures need to

ne Incorporated in the compilation of CPIs according to
the international guidelines.
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| mpact of one-off relief measures on CPI

 ATIBRELS PR AR O
PSRl - TELA RIS | o
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* Therates of change in CPls upon removing the effect of
these one-off factors are known as the “underlying
inflation rates”.

e The underlying inflation rate may present the
underlying inflationary trend.
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Composute CPI and its Y ear-on-year change %

ﬁg’r (2004/05 = 100) = RgEhE 1 5] 2 (%)
Index (2004/05 = 100) Y ear-on-year change (%)
120 25
(— (Year-on-year % change)
— (Composite CPI)

100 +- e R e - 20

e e T - 15

60 77771&(7) 77777777777777777777 1%3 ] 77;777778777é777-1t 7777777777 I; 77777777 b —_— 10
£ iq 1 [ —— - — 2
] —.
N 5.7 63 59
IR~ < I I R B B EEE B B B s —— -5

|:|”
|:|-16
-3.0-2.6

-4 -38
. T T T T T T T T T T T T T T T T T T T T -5

1983 84 8 86 8 8 89 90D 91 92 93 94 9 9% 97 98 9 2000 01 02 03 4 O 06 07
= {77 (Year)
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Composute CPI and its 'Y ear-on-year change% Headlinerate)

'F’[E!’r (2004/05 = 100) = RgEhE 1 5] 2 (%)
Index (2004/05 = 100) Y ear-on-year change (%)
110 7
6.3
] (Year-on-year % change) = As9
108 - T e e L T PP EE LT / | 6
—— (Composite CPI) 54
106 - -t 5
4.2
104 - |-+ 4
102 - 1|3
100 - T2
98 - Tl
96 O g
-
0 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T '1
456 78 91011121 2 3 456 78 91011121 2 3 456 78 91011121 2 3 4
2005 2006 2007 2008

= 5151 15 (Year/Month)
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Underlying Composﬂe CPI and its Y ear-on-year change %

EE!'V (2004/05 = 100) = RgEhE 1 5] 2 (%)
Index (2004/05 = 100) Y ear-on-year change (%)
110 » 7
110.0
] (Underlying Year-on-year % change)
108 - - - - - - - ooy - 6
—— (Underlying Composite CPI) 6 54
106 - oo S 1 -5
104 - NS 1| T4
102 1o ] f 1r[] T3
100 +- =" 19 — 2 e _f B i . -T2
1.6
14 16
12 13 13 " 13 12
98 - o8| AT P L E T L
96 + H = e e bl o O
-
0 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T ‘1
456 78 91011121 2 3 456 78 91011121 2 3 456 78 91011121 2 3 4
2005 2006 2007 2008

= (55/5] (55 (Y ear/Month)
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Food |ndex in Composute CPI and its Y ear-on-year change %

‘F'[E!'r (2004/05 = 100) = RgEhE 1 5] 2 (%)

Index (2004/05 = 100) Y ear-on-year change (%)
12

111
g+ oo 08 311
(— (Year-on-year % change in food index) 02\ .
’\_/’ 10
—— (Food index in CCPI) sof | ™

114 +-------- _/ L9
-8

110 - - 17
-6

106 - - -1t 5
-4

102 _ , - 11+ 3

107 43 13

%j TR R AR A A

ull .
< T T r T T+ T T+~ T+ T+ ‘1 rr——T T+ T "’ T "T© T T 1T T T

0 -1

4 567 891011121 2 3 4 567 8 91011121 2 3 456 7 8 91011121 2 3 4
2005 2006 2007 2008

5 (531%] 155 (Y ear/Month)
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M eals bought away from homemdex and Basic foodstuffsindex in Composute CPI and their Year-on-year change %

#ik (200405 = 100) i RBENT 153 5 (%)
Index (2004/05 = 100) Y ear-on-year change (%)
130 20
128 + ] (Year-on-year % change in index for meals bought aw ay from home) 513 19
126 + - . 18
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Housmg Index in Composute CPI and its Y ear-on-year change %
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Housing index i |n Underlylng Composite CPI and its Y ear-on-year change %
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CPIsin Aprll 2008

120087 4% > 4 HES IR ~ e e 2 Y
PIEREr r+ﬂ'5$ff“ﬁ~ IR /%J“'* F“F[
ek ’Ui’ﬁ(f[fﬁl?{?ﬂqua})mfﬂﬂfb54% 5.5% ~ 5.5%%
5.3% -

In April 2008, upon netting out the iImpact of various
one-off measures, the year-on-year rates of change (i.e.
the underlying inflation rates) in the Composite CPl,
CPI(A), CPI(B) and CPI(C) were 5.4%, 5.5%, 5.5%
and 5.3% respectively.
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Why theinflation rate still seem to be smaller than what | felt?
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» Peopletendto be psycho ogically more aware of
drastic price changes which affect them directly or
Iitems which they pay for more frequently; and pay
little notice to moderate or small price changes. While
personal experience may be subjective or biased, the
CPI provides an objective assessment of price changes
affecting households generally.
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Why theinflation rate stlll seem to be smaller than What | felt?
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e Despite significant increases in food prices, various
consumer commodities/services recorded price
decreases or small price increases, thus mitigating the
overall increase in consumer prices.
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Why theinflation rate StlII seem to be smaller than what | felt?
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Why theinflation rate still seem to be smaller than what | felt?
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* The CPI reflects the collective experience of price changes for
all households and may not necessarily tie in with the experience
of an individual household.

 Inflation does not affect all households to the same extent
because each household has its own pattern of expenditure and
prices of different consumer goods and services increase or

decrease at varying rates.
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Common faIIaC| |n|‘ preting CPI
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1. Mixing up the headline and underlying inflation rates of different
periods for direct comparison:

— For example: “ The underlying inflation rate in April 2008 was 5.4%,
which was higher than March (4.2%) by 1.2 percentage point.”

— The above statement directly compares the headline inflation in March
(4.2%) with the underlying inflation rate in April (5.4%), whichis
|nappropriate.
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Common faIIaC| |n| nter preting CPI
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1. Mixing up the headline and underlying inflation rates of
different periods for direct comparison:

— An appropriate description is;
“The underlying inflation rate in April 2008 was 5.4%, which was higher
than March (5.3%) by 0.1 percentage point.” or

“The headlineinflation rate in April 2008 was 5.4%, which was higher

than March (4.2%) by 1.2 percentage point.”
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Common fallaciesin inter preting CPI
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2. Unclear description of statistics:
— For example: “Composite CPI in April was 5.4%.”

— This statement should be written in a more precise manner:

“The year-on-year rete of increase in the Composite CPI in April was
5.4%." or

“Composite CPI in April was 5.4% higher than that in the sarne month
|ast year.”
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Common faIIaC| mm‘t pret|F1gCPI
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3. Differencesin using inclex point, percentece and percentzce poiri
to reflect changesin CPI:

— change in index point indicates the zpzolute value of rize or fall in CP)

— percentage change calculates the relziive chancein CPl between two periods,
which isusually compared on ayear-on-year basis

— changein percentage point describes the difference between two year-on-
vesr reites of change
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Common fallaciesin int pret|F1gCPI
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Example 1: |nclex poirit VS. percentege

e A 10-index-point increase in the CPI from 105 to 115 represents a
9.5% rise in prices, whereas an increase of 10 index points from
180 to 190 represents only a5.6% rise in prices.
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Common fallaciesin inter preting CPI
e FA' ik 5"%'.’” A ?F[E‘\T%’T E1573F
Composite CPI | ndex point Per centage
(10/2004-9/2005=100)
(a) (b) (b)-(a) [(b)-(8)]/(a)* 100
105 = 115 Hadls! f[ﬁ'fﬁ%‘(f‘%ﬁ +9.5%
to Increased by 10 index points
180 = 190 A ['[E'T‘F'IE‘(T‘%FT +5.6%
to Increased by 10 index points
95 E 90 R RO -5.3%
to Decreased by 5 index points
130 | = 125 PR T -3.8%
to Decreased by 5 index points
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Common fallaciesin int pret|E1g CPI
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Example 2: Percentege Vs, percentegje point

e The 2.6% annual decrease in the Composite CPI for 2003 was 0.4
percentage point narrower than its 3.0% annual decrease for 2002.
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Common fallaciesin inter preting CPI

FI513F FI7TRT
Per centage Per centage point
(a) (b) (b)-(a)
+5% = | +10% B 15T R
to Increase widened by 5 percentage points
+10% = +5% +| ﬂjﬁL{’f%’Er [ F 157 E#l‘
to Increase narrowed by 5 percentage points
5% | = | -15% PRIpHE A T OIR
to Decrease enlarged by 10 percentage points
5% | = | 5% PRI T F 153 B
to Decrease reduced by 10 percentage points
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Common faIIaC| mm‘t preting CPI
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4. Does afdl/rise in the rate of change in CPl mean a
fall/rise in consumer prices?

— Not necessary. Use all-item Composite CPI to exemplify:

 Index: 102.7 and 102.8 respectively in Aug and Sep 2006

» Year-on-year rate of increase of the index: 2.5% and 2.1% respectively in
Aug and Sep 2006

 Compared with Aug 2006, the yeer-or-yeer increzse in CPl rmoclersted but
overal conzurner prices increzcec in Sep 2006
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Common faIIaC| |n|‘ pret|F1gCPI

o AP R H & R
Composite CPI Y ear-on-year rate of change
(10/2004-9/2005=100)

06 8% | 102.7 Y +2.5% )

Aug 06 F};qu% E| 4] = lﬂﬁjf e
Month-to-month ( Y ear -on-year
increasein price increase ]

06 9F| 102.8 ) g *2.1% Qgrderated

Sep 06
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Sl
Composite CPI
(10/2004-9/2005=100)

i 5 @R

Y ear -on-year rate of change

05 4% | 100.1 { +0.5% -«
M Oth—tO—month } Y ear -on-year
decreasein price i -
055 57| 1000 ) decreasein p +0.8% | increase widened
May 05
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Other measur es of inflation
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» |sthe CPI the only measure of inflation?

+ Apart from the CPI, there are other measures of inflation, such as
the Gross Domestic Product (GDP) deflztor and dornestic
clernand deflator.

+ The CPI relates to inflation of consumer goods and services

affecting nouseholcls whereas the other two quoted above are
econorny-wicle measures of inflation.
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